
COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE ADJUSTMENT 
OF ELECTRIC RATES OF DUKE ENERGY KENTUCKY, INC. 

CASE NO. 2017-00321 

FILING REQUIREMENTS 

VOLUME4 



Duke Energy Kentucky, Inc. 
Case No. 2017-00321 

Forecasted Test Period Filing Requirements 
Table of Contents 

Vol. Tab Filing Description Sponsoring 
# # Requirement Witness 
1 1 KRS 278.180 30 days' notice ofrates to PSC. James P. Henning 

1 2 807 KAR 5:001 The original and I 0 copies of application plus James P. Henning 
Section 7(1) copy for anyone named as interested party. 

1 3 807 KAR 5:001 (a) Amount and kinds of stock authorized. John L. Sullivan, III 
Section 12(2) (b) Amount and kinds of stock issued and 

outstanding. 
(c) Terms of preference of preferred stock 

whether cumulative or participating, or on 
dividends or assets or otherwise. 

( d) Brief description of each mortgage on 
property of applicant, giving date of execution, 
name of mortgagor, name of mortgagee, or trustee, 
amount of indebtedness authorized to be secured 
thereby, and the amount of indebtedness actually 
secured, together with any sinking fund 
provisions. 

{e) Amount of bonds authorized, and amount 
issued, giving thirnaine of the public utility which 
is_s)led tile.same, describing .each class separately, 
arid giving date of issue,. face value, rate of 
interest, date of maturity and how secured, 
toge_ther with amount of interest paid thereon 
during the last focal year. 

(f) Each noie outstanding, giving date of 
issue;-imount, date of maturity, rat.e of interest, in 
whose favor, toget.\ler. )Vith amount of interest paid 
thereon during the last fiscal year. 

(g) Other indebtedness, giving same by 
classes and describing security, if any, with a brief 
statement of the devolution or assumption of any 
portion of such indebtedness upon or by person or 
corporation ifthe original liability has been 
transferred, together with amount of interest paid 
thereon during the last fiscal year. 

(h) Rate and amount of dividends paid during 
the five (5) previous fiscal years, and the amount 
of capital stock on which dividends were paid each 
year. 

l 4 807 KAR 5:001 Detailed income statement and balance sheet. David L. Doss 
Section 12(2)(i) 

1 5 807 KAR 5:001 Full name, mailing address, and electronic mail James P. Henning 
Section 14(1) address of applicant and reference to the particular 

provision oflaw requiring PSC aooroval. 
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Duke Energy Kentucky, Inc. 
Case No. 2017-00321 

Forecasted Test Period Filing Requirements 
Table of Contents 

Vol. Tab Filing Description Sponsoring 
# # Requirement Witness 
I 6 807 KAR 5:001 If a corporation, the applicant shall identify in the James P. Henning 

Section 14(2) application the state in which it is incorporated and 
the date of its incorporation, attest that it is 
currently in good standing in the state in which it 
is incorporated, and, if it is not a Kentucky 
corporation, state if it is authorized to transact 
business in Kentucky. 

I 7 807 KAR 5:001 If a limited liability company, the applicant shall James P. Henning 
Section 14(3) identify in the application the state in which it is 

organized and the date on which it was organized, 
attest that it is in good standing in the state in 
which it is organized, and, if it is not a Kentucky 
limited liability company, state if it is authorized ' 
to transact business in Kentucky. 

I 8 807 KAR 5:001 If the applicant is a limited partnership, a certified James P. Henning 
Section 14(4) copy of its limited partnership agreement and all 

amendments, if any, shall be annexed to the 
application, or a wr.itten statement attesting that its 
partnership agreement and all amendments have 
been filed with the commission in a prior 
proceeding and referencing the case number of the 
orior oroceeding, 

I 9 807 KAR 5:001 Reason adjustment is required. James P. Henning 
Section 16 William Don Wathen, Jr. 
(l)(b)(I) 

I 10 807 KAR 5:001 Certified copy of certificate of assumed name James P. Henning 
Section 16 required by KRS 365.015 or statement that 
(l)(b)(2) certificate not necessary. 

I I I 807 KAR 5:001 New or revised tariff sheets, if applicable in a Bruce L. Sailers 
Section 16 format that complies with 807 KAR 5:011 with an 
(l)(b)(3) effective date not less than thirty (30) days from 

the date the annlication is filed 

I 12 807 KAR 5:001 Proposed tariff changes shown by present and Bruce L. Sailers 
Section 16 proposed tariffs in comparative form or by 
(l)(b)(4) indicating additions in italics or by underscoring 

and striking over deletions in current tariff. 

I 13 807 KAR 5:001 A statement that notice has been given in James P. Henning 
Section 16 compliance with Section 17 of this administrative 
(])(b)(5) regulation with a conv of the notice. 

I 14 807 KAR 5:001 If gross annual revenues exceed $5,000,000, James P. Henning 
Section 16(2) written notice of intent filed at least 30 days, but 

not more than 60 days prior to application. Notice 
shall state whether application will be supported 
by historical or fully forecasted test period. 

I 15 807 KAR 5:001 Notice given pursuant to Section 17 of this James P. Henning 
Section 16(3) administrative regulation shall satisfy the 

requirements of 807 KAR 5:051, Section 2. 
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1 16 807 KAR 5:001 The financial data for the forecasted period shall Robert H. Pratt 
Section 16(6)(a) be presented in the form of proforma adjustments 

to the base period. 

1 17 807 KAR 5:001 Forecasted adjustments shall be limited to the Sarah'E. Lawler 
Section 16( 6)(b) twelve (12) months immediately following the Cynthia S. Lee 

suspension period. Robert H. Pratt 
1 18 807 KAR 5:001 Capitalization and net investment rate base shall Sarah E. Lawler 

Section 16(6)(c) be based on a thirteen (I 3) month average for the 
forecasted period. 

1 19 807 KAR 5:001 After an application based on a forecasted test Robert H. Pratt 
Section 16(6)(d) period is filed, there shall be no revisions to the 

forecast, except for the correction of mathematical 
errors, unless the revisions reflect statutory or 
regulatory enactments that could not, with 
reasonable diligence, have been included in the 
forecast on the date it was filed. There shall be no 
revisions filed within thirty (30) days ofa 
scheduled hearing on the rate application. 

1 20 807 KAR 5:001 The commission may require the utility to prepare Robert H. Pratt 
Section 16(6)(e) an alternative forecast based on a reasonable 

number of changes in the variables, assumptions, 
and other factors used as the basis for the utility's 
forecast. 

I 21 807 KAR 5:001 The utility shall provide a reconciliation of the rate Sarah E. Lawler 
Section 16(6)(!) base and capital used to determine its revenue 

requirements. 
I 22 807 KAR 5:001 Prepared testimony of each witness supporting its All Witnesses 

Section 16(7)(a) application including testimony from chief officer 
in charge of Kentucky operations on the existing 
programs to achieve improvements in efficiency 
and productivity, including an explanation of the 
purnose of the program. 

1 23 807 KAR 5:001 Most recent capital construction budget containing Robert H. Pratt 
Section l 6(7)(b) at minimum 3 year forecast of'construction Joseph A. Miller 

expenditures. Anthony J. Platz 
I 24 807 KAR 5:001 Complete description, which may be in prefiled Robert H. Pratt 

Section 16(7)(c) testimony form, of all factors used to prepare 
forecast period. All econometric models, 
variables, assumptions, escalation factors, 
contingency provisions, and changes in activity 
levels shall be quantified, explained, and properly 
supported. 

1 25 807 KAR 5:001 Annual and monthly budget for the 12 months Robert H. Pratt 
Section l 6(7)(d) preceding filing date, base period and forecasted 

period. 

1 26 807 KAR 5:001 Attestation signed by utility's chief officer in James P. Henning 
Section 16(7)(e) charge of Kentucky operations providing: 

l. That forecast is reasonable, reliable, made in 
good faith and that all basic assumptions used 
have been identified and justified; and 

2. That forecast contains same assumptions and 
methodologies used in forecast prepared for use 
by management, or an identification and 
explanation for any differences; and 

3. That productivity and efficiency gains are 
included in the forecast. 
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I 27 807 KAR 5:001 For each major construction project constituting Robert H. Pratt 
Section 16(7)(!) 5% or more of annual construction budget within 3 Joseph A. Miller 

year forecast, following information shall be filed: Anthony J. Platz 
I. Date project began or estimated starting date; 

' 2. Estimated completion date; 
3. Total estimated cost of construction by year 

exclusive and inclusive of Allowance for Funds 
Used During construction ("AFUDC") or 
Interest During construction Credit; and 

4. Most recent available total costs incurred 
exclusive and inclusive of AFUDC or Interest 
During Construction Credit. 

I 28 807 KAR 5:001 For all construction projects constituting less than Robert H. Pratt 
Section l 6(7)(g) 5% of annual construction budget within 3 year Joseph A. Miller 

forecast, file aggregate of information requested in Anthony J. Platz 
paragraph (f) 3 and 4 of this subsection. 

I 29 807 KAR 5:001 Financial forecast for each of 3 forecasted years Robert H. Pratt 
Section I 6(7)(h) included in capital construction budget supported John Verderame 

by underlying assumptions made· in projecting John L. Sullivan, III 
results of operations and including the following Benjamin Passty 
information: 
I. Operating income statement (exclusive of 

dividends per share or earnings per share); 
2. Balance sheet; 
3. Statement of cash flows; 
4. Revenue requirements necessary to support the 

forecasted rate of return; 
5. Load forecast including energy and demand 

(electric); 
6. Access line forecast (telephone); 
7. Mix of generation (electric); 
8. Mix of gas supply (gas); 
9. Employee level; 
IO.Labor cost changes; 
I I .Capital structure requirements; 
12.Rate base; 
13.Gallons of water projected to be sold (water); 
14.Customer forecast (gas, water); 
15.MCF sales forecasts (gas); 
16. Toll and access forecast of number of calls and 

number of minutes (telephone); and 
17 .A detailed explanation of any other information 

provided. 
I 30 807 KAR 5:001 Most recent FERC or FCC audit. reports. David L. Doss 

Section l 6(7)(i) 
2 31 807 KAR 5:001 Prospectuses of most recent stock or bond John L. Sullivan, IIJ 

Section l 6(7)G) offerings. 
2 32 807 KAR 5:001 Most recent FERC Form 1 (electric), FERC Form David L. Doss 

Section l 6(7)(k) 2 (gas), or PSC Form T (telephone). 
3-4 33 807 KAR 5:001 Annual report to shareholders or members and John L. Sullivan, IIJ 

Section 16(7)(1) statistical supplements for the most recent 2 years 
prior to annlication filing date. 

5 34 807 KAR 5:001 Current chart ofaccounts if more detailed than David L. Doss 
Section 16(7)(m) · Uniform System of Accounts charts. 

5 35 807 KAR 5:001 Latest 12 months of the monthly managerial David L. Doss 
Section l 6(7)(n) reports providing financial results of operations in 

comparison to forecast. 
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5 36 807 KAR 5:001 Complete monthly budget variance reports, with David L. Doss 
Section 16(7)(0) narrative explanations, for the 12 months prior to Robert H. Pratt 

base period, each month of base period, and 
subseauent months, as available. 

6-8 37 807 KAR 5:001 SEC's annual report for most recent 2 years, Form David L. Doss 
Section l 6(7)(p) I 0-Ks and any Form 8-Ks issued during prior 2 

years and any Form 10-Qs issued during past 6 
auarters. 

9 38 807 KAR 5:001 Independent auditor's annual opinion report, with David L. Doss 
Section 16(7)(q) any written communication which indicates the 

existence of a material weakness in internal 
controls. 

9 39 807 KAR 5:001 Quarterly reports to the stockholders for the most John L. Sullivan 
Section l 6(7)(r) recent.5 quarters. 

9 40 807 KAR 5:001 Summary of latest depreciation study with John J. Spanos 
Section 16(7)(s) schedules itemized by major plant accounts, 

except that telecommunications utilities adopting 
PSC's average depreciation rates shall identify 
current and base period depreciation rates used by 
major plant accounts. If information has been 
filed in another PSC case, refer to that case's 
number and style. 

9 41 807 KAR 5:001 List all commercial or in-house computer Sarah E. Lawler 
Section 16(7)(t) software, programs, and models used to develop 

schedules and work papers associated with 
application. Include each software, program, or 
model; its use; identify the supplier of each; briefly 
describe software, program, or model; 
specifications for computer hardware and 
operating system required to run program 

9 42 807 KAR 5:001 If utility had any amounts charged or allocated to Jeffrey R. Setser 
Section 16(7)(u) it by affiliate or general or home office or paid any 

monies to affiliate or general or home office 
during the base period or during previous 3 
calendar years, file: 
I. Detailed description of method of calculation 

and amounts allocated or charged to utility by 
affiliate or general or home office for each 
allocation or payment; 

2. method and amounts allocated during base 
period and method and estimated amounts to be 
allocated during forecasted test period; 

3. Explain how allocator for both base and 
forecasted test period was determined; and 

4. All facts relied upon, including other regulatory 
approval, to demonstrate that each amount 
charged, allocated or paid during base period is 
reasonable. 

JO 43 807 KAR 5:001 If gas, electric or water utility with annual gross James E. Ziolkowski 
Section 16(7)(v) revenues greater than $5,000,000, cost of service 

study based on methodology generally accepted in 
industry and based on current and reliable data 
from single time period. 
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11 44 807 KAR 5:001 Local exchange carriers with fewer than 50,000 NIA 
Section 16(7)(w) access lines need not file cost of service studies, 

except as specifically directed by PSC. Local 
exchange carriers with more than 50,000 access 
lines shall file: 
1. Jurisdictional separations study consistent with 

Part 36 of the FCC' s rules and regulations; and 
2. Service specific cost studies supporting pricing 

of services generating annual revenue greater 
than $1,000,000 except local exchange access: 
a. Based on current and reliable data from 

single time period; and 
b. Using generally recognized fully 

allocated, embedded, or incremental cost 
principles. 

11 45 807 KAR 5:001 Jurisdictional financial summary for both base and Sarah E. Lawler 
Section l 6(8)(a) forecasted periods detailing how utility derived 

amount of requested revenue increase. 
11 46 807 KAR 5:001 Jurisdictional rate base summary for both base and Sarah E. Lawler 

Section l 6(8)(b) forecasted periods with supporting schedules Cynthia S. Lee 
which include detailed analyses of each Robert H. Pratt 
component of the rate base. Lisa M. Belluci 

James E. Ziolkowski 
David L. Doss 

11 47 807 KAR 5:001 Jurisdictional operating income summary for both Sarah E. Lawler 
Section 16(8)(c) base and forecasted periods with supporting 

schedules which provide breakdowns by major 
account grouo and by individual account. 

11 48 807 KAR 5:001 Summary of jurisdictional adjustments to Sarah E. Lawler 
Section 16(8)( d) operating income by major account with Cynthia S. Lee 

supporting schedules for individual adjustments Robert H. Pratt 
and jurisdictional factors. James E. Ziolkowski 

11 49 807 KAR 5:001 Jurisdictional federal and state income tax Lisa M. Bellucci 
Section 16(8)(e) summary for both base and forecasted periods with 

all supporting schedules of the various components 
of jurisdictional income taxes. 

11 50 807 KAR 5:001 Summary schedules for both base and forecasted Sarah E. Lawler 
Section 16(8)(1) periods (utility may also provide summary 

segregating items it proposes to recover in rates) of 
organization membership dues; initiation fees; 
expenditures for country club; charitable 
contributions; marketing, sales, and advertising; 
professional services; civic and political activities; 
employee parties and outings; employee gifts; and 
rate cases. 

11 51 807 KAR 5:001 Analyses of payroll costs including schedules for Sarah E. Lawler 
Section 16(8)(g) wages and salaries, employee benefits, payroll Tom Silinski 

taxes, straight time and overtime hours, and 
executive compensation by title. 

11 52 807 KAR 5:001 Computation of gross revenue conversion factor Sarah E. Lawler 
Section l 6(8)(h) for forecasted period. 

11 53 807 KAR 5:001 Comparative income statements (exclusive of David L. Doss 
Section l 6(8)(i) dividends per share or earnings per share), revenue Robert H. Pratt 

statistics and sales statistics for 5 calendar years 
prior to application filing date, base period, 
forecasted period, and 2 calendar years beyond 
forecast period. 
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11 54 807 KAR 5:001 Cost of capital summary for both base and John L. Sullivan, Ill 
Section 16(8)0) forecasted periods with supporting schedules 

providing details on each component of the capital 
structure. 

11 55 807 KAR 5:001 Comparative financial data and earnings measures Cynthia S. Lee 
Section 16(8)(k) for the 10 most recent calendar years, base period, Robert H. Pratt 

and forecast period. John L. Sullivan 
David L. Doss 

11 56 807 KAR 5:001 Narrative description and explanation of all Bruce L. Sailers 
Section 16(8)(1) proposed tariff changes. 

11 57 807 KAR 5:001 Revenue summary for both base and forecasted Bruce L. Sailers 
Section 16(8)(m) periods with supporting schedules which provide 

detailed billing analvses for all customer classes. 

11 58 807 KAR 5:001 Typical bill comparison under present and Bruce L. Sailers 
Section l 6(8)(n) proposed rates for all customer classes. 

11 59 807 KAR 5:001 Request for waivers from the requirements of this Legal 
Section 16(10) section shall include the specific reasons for the 

request. The commission shall grant the request 
upon good cause shown by the utility. 

11 60 807 KAR 5:001 (I) Public postings. James P. Henning 
Section (17)(1) (a) A utility shall post at its place of business a 

copy of the notice no later than the date the 
application is submitted to the commission. 

(b) A utility that maintains a Web site shall, 
within five (5) business days of the date the 
application is submitted to the commission, post 
on its Web sites: 

1. A copy of the public notice; and 
2. A hyperlink to the location on the 

commission's Web site where the case documents 
are available. 

(c) The information required in paragraphs (a) 
and (b) of this subsection shall not be removed 
until the commission issues a final decision on the 
annlication. 
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11 61 807 KAR 5:001 (2) Customer Notice. James P. Henning 
Section 17(2) (a) If a utility has twenty (20) or fewer 

customers, the utility shall mail a written notice to 
each customer no later than the date on which the 
application is submitted to the commission. 

(b) !fa utility has more than twenty (20) 
customers, it shall provide notice by: 

1. Including notice with customer bills mailed 
no later than the date the application is submitted 
to the commission; 

2. Mailing a written notice to each customer no 
later than the date the application is submitted to 
the commission; 

3. Publishing notice once a week for three (3) 
consecutive weeks in a prominent manner in a 
newspaper of general circulation in the utility's 
service area, the first publication to be made no 
later than the date the application is submitted to 
the commission; or 

4. Publishing notice in a trade publication or 
newsletter delivered to all customers no later than 
the date the application is submitted to the 
commission. 

( c) A utility that provides service in more than 
one (I) county may use a combination of the 
notice methods listed in paragraph (b) of this 
subsection. 

11 62 807 KAR 5:001 (3) Proof of Notice. A utility shall file with the James P. Henning 
Section 17(3) commission no later than forty-five (45) days from 

the date the application was initially submitted to 
the commission: 

(a) If notice is mailed to its customers, an 
affidavit from an authorized representative of the 
utility verifying the contents of the notice, that 
notice was mailed to all customers, and the date of 
the mailing; 

(b) If notice is published in a newspaper of 
general circulation in the utility's service area, an 
affidavit from the publisher verifying the contents 
of the notice, that the notice was published, and 
the dates of the notice's publication; or 

(c) If notice is published in a trade publication 
or newsletter delivered to all customers, an 
affidavit from an authorized representative of the 
utility verifying the contents of the notice, the 
mailing of the trade publication or newsletter, that 
notice was included in the publication or 
newsletter, and the date of mailing. 

\ 
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11 63 807 KAR 5:001 (4) Notice Content. Each notice issued in accordance Bruce L. Sailers 
Section 17( 4) with this section shall contain: 

(a) The proposed effective date and the date the 
proposed rates are expected to be filed with the 
commission; 

(b) The present rates and proposed rates for each 
customer classification to which the proposed rates 
will apply; 

(c) The amount of the change requested in both 
doliar amounts and percentage change for each 
customer classification to which the proposed rates 
will apply; 

(d) The amount of the average usage and the 
effect upon the average bill for each customer 
classification to which the proposed rates will apply, 
except for local exchange companies, which shall 
include the effect upon the average bill for each 
customer classification for the proposed rate change 
in basic local service; 

(e) A statement that a person may examine this 
application at the offices of(uti!ity name) located at 
(utility address); 

(f) A statement that a person may examine this 
application at the commission's offices located at 211 
Sower Boulevard, Frankfort, Kentucky, Monday 
through Friday, 8:00 a.m. to 4:30 p.m., or through the 
commission's Web site at http://psc.ky.gov; 

(g) A statement that comments regarding the 
application may be submitted to the Public Service 
Commission through its Web site or by mail to Public 
Service Commission, Post Office Box 615, Frankfort, 
Kentucky 40602; 

(h) A statement that the rates contained in this 
notice are the rates proposed by (utility name) but 
that the Public Service Commission may order rates 
to be charged that differ from the proposed rates 
contained in this notice; 

(i) A statement that a person may submit a timely 
written request for intervention to the Public Service 
Commission, Post Office Box 615, Frankfort, 
Kentucky 40602, establishing the grounds for the 
request including the status and interest of the party; 
and 

G) A statement that if the commission does not 
receive a written request for intervention within thirty 
(30) days of initial publication or mailing of the 
notice, the commission may take final action on the 
annlication. 

11 64 807 KAR 5:001 (5) Abbreviated form of notice. Upon written NIA 
Section 17(5) request, the commission may grant a utility 

permission to use an abbreviated form of 
published notice of the proposed rates, provided 
the notice includes a coupon that may be used to 
obtain all the required information. 

12 - 807 KAR 5:001 Schedule Book (Schedules A-K) Various 
Section 16(8)(a) 
through (k) 

13 - 807 KAR 5:001 Schedule Book (Schedules L-N) Bruce L. Sailers 
Section 16(8)(1) 
through (n) 
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14 - - Work papers Various 

15 - 807 KAR 5:001 Testimony (Volume I of 6) Various 
Section 16(7)(a) 

16 - 807 KAR 5 :00 I Testimony (Volume 2 of 6) Various 
Section l 6(7)(a) 

17 - 807 KAR 5:001 Testimony (Volume 3 of 6) Various 
Section 16(7)(a) 

18 - 807 KAR 5 :00 I Testimony (Volume4 of6) Various 
Section 16(7)(a) 

19 - 807 KAR 5:001 Testimony (Volume 5 of 6) Various 
Section 16(7)(a) 

20 - 807 KAR 5:001 Testimony (Volume 6 of 6) Various 
Section I 6(7)(a) 

20 - KRS 278.2205(6) Cost Allocation Manual Legal 

- IO -



TAB 33 continued ... 



KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment - Annual Report 2016 

Page 1 of258 

Bringing the future to light. 

ef-.DUKE 
''<!!,;ENERGY® 

2016 ANNUAL REPORT AND FORM 10-K 
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Our annua~ report enters the digital age. 
We are driving innovation in everything we do, including how we.connect 
with our shareholders and customers. That's why next year we'll deliver a 
new, interactive digital format of the annual report - and why this 2016 

report will be the last printed in its current format. 

~ Progress Energy 

····~ 
~" 





Lynn J, Good ! Chairn1an, President and Chief Executive Officer 

Dear Stakeholders: 

KyPSC Case No. 2017-00321 
achment - Annual Report 2016 
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Customer demand, market forces, policy choices and more are challenging our industry as never before. 
The companies that succeed in this dynamic environment are those that anticipate and adapt. 

I am pleased to say Duke Energy is leading the way. 

In the past year, we completed our multiyear portfolio transition, lowering our business risk to provide 
sharel1olders with more consistent earnings and cash flow growth. We sold our assets in Latin America and 
completed our acquisition of Piedmont Natural Gas, a premier natural gas company that will give us critical 
mass in this growing sector. As a result, Duke Energy now operates almost exclusively in stable, predictable 
regulated businesses. 

As we transitioned, our long-term strategy continued to guide our company forward. Last year, we improved 
our industry-leading safety performance. We responsibly managed costs out of the business while keeping 
our growth capital plan on track. We also delivered financial results at the high end of our projections and 
continued to pay our dividend, now going on 91 consecutive years. 

2016 was a pivotal year. It represented the culmination of work underway since 2013 to transform the 
company. Today's Duke Energy now stands as a leading, regulated electric and natural gas infrastructure 
business. Our success in driving this transformation, while also delivering solid financial results, gives us 
great confidence about the future. 

In this letter, we outline last year's accomplishments and share our vision for where we want to take 
Duke Energy. As you will see, we have an ambitious, achievable strategy focused on modernizing our 
energy grid, generating cleaner energy and building our natural gas infrastructure - all while providing 
customers with the service they value. 

This is our path forward. With a clear strategy and a focus on delivering value to customers, our future 
is bright. 

: . DUKE ENERGY 



Our Financial Highlightsa 

(In millions, except per-sl1are amounts and ratios) 

Operating Results 

Total operating revenues 

Income from continuing operations 

Net income 

Cash Flow Data 

Net cash provided by operating activities 

Common Stock Data 

Shares of common stock outstanding 

Year-end 

Weighted average - basic and diluted 

Reported diluted earnings per share (GAAP) 

Adjusted diluted earnings per share (Non-GAAP) 

Dividends declared per share 

Balance Sheet Data 

Total assets 

Long-term debt including capital leases, less current maturities 

Total Duke Energy Corporation stockholders' equity 

Earnings Per Share 
\in doll3rs) • R•1porWd Diluted l'.1 /\tljustecl Oilut•:d 

2014 2015 2016 

Dividends Declared 
Per Share (indc,11ar3) 

2014 2015 2016 

KyPSC Case No. 2017-00321 
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2016 2015' 2014" 

$22,743 $22,371 $22,509 

$2,578 $2,654 $2,538 

$2,170 $2,831 $1,889 

$6,798 $6,676 $6,586 

700 688 707 

691 694 707 

$3.11 $4.05 $2.66 

• $4.69 $4.54 $4.55 

$3.36 $3.24 $3.15 

$132,761 $121,156 $120,557 

$45,576 

$41,033 

$36,842 $36,075 

$39,727 $40,875 

Capital and Investment 
Expenditures (dollan in billions} 

2014 2015 2016 

'Siuniricant lran~aclinns ret1i·,Gled in th•) rewlts all!lY~ includfl: (il the sale of lhe lnteinationnl Dis1H1~al Gfllup in 2016, including a loss on sale mcorded within d1~1:ontim1ed op~ralions 
(~ne Nntn 2 lo the C1msolidate(] finandol Stal~ment.';, '"1\cq11isilions and Di~positions"}; {1i) !he acq11isilion nt Piednm11t in <'.015, mcludini: lossl!s llll inl(,rest rat>! ~wap•) rnlt1ted to tile 
11r,qui~i1ion fi11ar1ti11g (sr:e Noli: 2); {iii) 201<1 i111p;1irnrnnl of !111: Midwe::l Dispo:;al Group hee Note 2l: (iv) 2014 incremental tax ex11~nse resulting irnm lhe dechion lo rnpotrin\·e <i!I 
~umulalive historic:1l undi>l1ibuled forr:ign 1::1rning~ (see N~te 22. ··income Taxes"): (v) 201'1 incrnase in Hie litigation reseruo related to !lw i:ri111i11al inve>tigalio11 of Hie Dan Rivr:r 
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"We produced strong financial results this year, with positive 
shareholder returns, solid earnings per share and successful execution 
on our growth capital plan -while reducing operating costs." 

Sieve Young I Executive Vice President and Chief Financial Officer 

Delivering Financial Results 

In 2016, we produced strong financial results. 
We delivered adjusted diluted earnings per 
share of $4.69, which was at the high end of 
our guidance range. These results were driven 
by our outstanding safety and operational 
performance, continued cost discipline and 
successful deployment of growth capital 
consistent with our strategy. 

We understand we represent a solid, long-term 
holding for our investors. Foundational to this 
is the strength of our dividend. This year will 
mark the 9 lst consecutive year we have paid a 
quarterly dividend, and we expect to maintain our 
annual dividend growth at a rate consistent with 
our earnings growth. This is a tradition we are 
proud to continue as we return value to investors. 

Our total shareholder return was 13.5 percent 
in 2016, compared to negative 10.8 percent 
in 2015. The utility industry outperformed the 
broader market last year, despite rising interest 
rates and speculation on policy and regulatory 
changes impacting the energy industry. 

The total shareholder return of the Philadelphia 
Utility Index (UTY) was 17.4 percent in 2016, 
compared to negative 6.3 percent in 2015. 
Despite solid returns to investors last year, we 
trailed the UTY due to the uncertainty associated 
with our portfolio transition. Thanks to a great 
deal of hard work, we put that uncertainty behind 
us in 2016 and are now focused on executing 
our regulated growth strategy for years to come. 

• 3 \ DUKE ENERGY 

This February, we announced our 2017 adjusted 
diluted earnings guidance range of $4.50 to $4.70 
per share. Our five-year, annual long-term growth 
rate remains 4 to 6 percent and is underpinned 
by delivering strong results on our growth capital 
plan, which we increased by 25 percent to $37 
billion. With this five-year plan, we are focused 
on meeting the changing needs of our customers 
and communities, and delivering superior returns 
to our investors. We will continue our cost 
management efforts throughout our business, 
keeping our pledge to maintain flat operating 
and maintenance expenses through 2020. 

We are confident in our ability to continue 
delivering a reliable, growing dividend and 
achievable earnings growth, providing an 
attractive, risk-adjusted shareholder return for 
our investors. As a capital-intensive industry, 
our growth is supported by the strength of our 
balance sheet, which remains a continued focus 
for our company. 

Executing Our Strategy 

For the past several years, we have worked to 
realign our business portfolio. An important step 
in this process was to remove volatility from our 
financial results. 

Last year, we announced our intention to exit our 
international business to focus on predictable, 
stable earnings and cash flows. In October 2016, 
we reached agreements to sell our holdings 
in Brazil to China Three Gorges Corporation 
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for approximately $1.2 billion, and sell our 

remaining Latin American assets to I Squared 

Capital for approximately $1.2 billion. These 

transactions were complex undertakings and 

our team worked to complete them ahead of 

schedule, closing both in December 2016. 

The cash proceeds, approximately $1.9 billion, 

were used to reduce Duke Energy holding 

company debt and support our balance sheet. 

With our transition complete, our vision for 

where we want to take Duke Energy is clear. 

We're focused on modernizing our energy grid, 

generating cleaner energy and building our 

natural gas infrastructure. And we will build 

on our foundation of customer satisfaction and 

stakeholder engagement. Everything we do 

begins with customer service and we understand 

that working with our stakeholders is critical to 

our success. 

We see great opportunities ahead as we 

continue investing in infrastructure our 

customers value and delivering sustainable 

growth for our investors. 

fvlrnjsrnizing tile energy grid 

In this era of transformation, the demands on 

our system have never been greater. Robust 

investment to modernize our energy grid is 
essential to providing greater flexibility, better 

reliability and more products and services for 

our customers. 

Our transmission and distribution system is 

the largest in the nation, when measured in 

line miles. The scale of this system requires 

consistent investment, and we have a 10-year, 

$25 billion plan to modernize the energy grid. 
Our initial grid investment plan focuses on 

enhancing basic service offerings with smart 

meters and communications technologies, 

increasing power quality and improving reliability. 
These investments will also support more 

distributed energy resources on our system 

and make the grid more resilient to storms and 

cybersecurity threats. 

Smart meters help us meet the changing needs 

of our customers who want more choice and 

control over their energy usage, while giving 

us the ability to manage the grid more efficiently. 

"Uniting Duke Energy and Piedmont establishes scale for our natural gas 
platform that will provide strong growth opportunities for years to come." 

frank Yollo ! Executive Vice President- Natural Gas Business 
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"We're constantly challenging ourselves to meet and exceed 
customers' expectations by enhancing our technologies to 
deliver smarter, more advanced solutions." 

Doug Esamann ! Executive Vice President - Energy Solutions 
and President - Midwest and Florida Regions 

We began deployment in the Midwest in 2009, 
have moved to the Carolinas and we have plans 
to deploy in Florida over the next several years. 

Already, our initial grid investments saved millions 
by automating manual processes and reducing 
the number of trips to start and stop service for 
customers. These investments have also allowed 
us to save over 50 million outage minutes for 
customers in 2016, a two-fold increase from 
2015. As we modernize our grid, we expect to 
reduce our outage frequency and duration rates 
by 50 percent over the next 10 years. 

Generating cleaner energy 

Investing in cleaner, natural gas generation and 
renewables helps us move toward a low-carbon 
future. Our focus on generating cleaner energy, 
along with the retirement of more than 40 older 
coal units, has led to a 29 percent reduction in 
our carbon dioxide emissions since 2005. 

Last year, we made progress on our major natural 
gas-fired generation projects. That included 
our Western Carolinas Modernization project in 
Asheville, North Carolina, the Lee combined
cycle facility in South Carolina and our Citrus 
County plant in Florida. These projects continue 
to move forward as planned, remaining on time 
and on budget. 

Natural gas investments complement our 
continued focus on expanding our renewable 
portfolio. Last year, Duke Energy Renewables, our 
commercial business unit, added 550 megawatts 

\ :> . DUKE ENERGY 

- 400 megawatts of wind and 150 megawatts of 
solar. Our growing portfolio now includes 21 wind 
projects and 63 solar facilities across 14 states. 

In our regulated service territories, we connected 
over 500 megawatts of renewables to our 
systems. In 2016, we received approval for 
our Crane naval station solar plant in Indiana, 
announced two new solar projects in Florida as 
well as two projects totaling 75 megawatts in our 
Duke Energy Carolinas service territory. 

Our commercial investments - more than $5 
billion over the past 10 years - plus our regulated 
renewables footprint have positioned us as a top 
five renewables company in the country with over 
3,000 combined megawatts. 

Our investment plan will continue to advance 
that position. In the next decade, we will invest 
$11 billion on new, highly efficient natural gas 
generation and cleaner renewable energy sources. 
These renewable energy sources include hydro, 
wind and solar projects. With these investments, 
and our carbon-free nuclear generation, by 2026, 
we will reduce carbon emissions by 35 percent 
from our 2005 levels. 

Building our natural gas infrastructure 

It takes an extensive, resilient distribution 
network to deliver the benefits of natural gas, 
and we have made significant progress in 
building that infrastructure. 
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"We continue to engage and develop relationships with stakeholders, 
as we recognize the important role they play in our ability to deliver 
on our strategy." 

Julie fonson I Executive Vice President, Chief Legal Officer and Corporate Secretary 

In October 2016, we completed our $4.9 billion 

acquisition of Piedmont Natural Gas. Uniting 

Duke Energy and Piedmont created scale for 

our natural gas platform that will provide strong 

growth opportunities for years to come. With 

this acquisition, we now operate a five-state 

natural gas distribution business and have sizable 

investments in midstream natural gas pipelines. 

We now rank second nationally for natural gas 

consumption across our electric utilities and local 

distribution companies. 

We are excited about our growing midstream 

business as we invest in the Atlantic Coast, 

Sabal Trail and Constitution pipelines. This 

infrastructure will bring much needed natural 

gas supplies to the eastern United States, 

spurring economic growth and helping us grow 

our customer base in the Southeast. 

Natural gas will play a major role in our 

company's continued growth. We plan to double 

the contribution of our natural gas infrastructure 

business, accounting for 15 percent of our 

portfolio in the next 10 years. 

Ttansforrning the customer experience 

As customer expectations continue to evolve, we're 

enhancing our technology infrastructure to deliver 

smarter, more advanced customer solutions. 

During 2016, we enhanced our basic services to 

customers, including proactive outage notification 

options via voice, email and two-way text. In 

addition, customers can get predictive high bill 

usage alerts, giving them greater control over 

their monthly bill. Last year, we began testing a 

prepayment billing program in select regions of 

South Carolina, giving customers greater choice 

in how they pay their bills. 

The rate of innovation, driven by our customers' 

experiences with other industries, demands we 

constantly challenge ourselves without sacrificing 

affordable rates or reliable service and we're 

doing that at Duke Energy. The investments 

we are making support our goal of moving the 

company into the first quartile for customer 

satisfaction and maintaining that position for 

years to come. 

"We believe smart investments to modernize our energy grid 
are essential to providing greater flexibility, better reliability 
and more products and services for our customers." 

Lloyd Yates ! Executive Vice President - Customer and Delivery 
Operations and President - Carolinas Region 
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Engaging sta keholclers 

We understand the important role stakeholders 
play in our ability to deliver on our strategy and 
meet our customers' expectations. We continue 
to engage with them, and we're committed 
to finding the right balance between safety, 
reliability and affordability. 

Our industry continues to transform and our 
investments are changing with it. We believe 
our method of recovery must adapt as well. 
Over the next 10 years, we will work with 
regulators and legislators to modernize our 
recovery mechanisms in all of our jurisdictions. 

Maintaining Safe, 
Efficient Operations 

The foundation for our growth and success is our 
continued operational excellence. That remains 
a constant focus for our company, and it always 
starts with safety. We improved on our industry
leading performance from 2015, reducing our 
total incident case rate and OSHA-reportable 
employee safety incidents. In 2016, we had no 
work-related fatalities. 

Today, Duke Energy leads the industry in 

employee safety and we will continue our focus 
moving forward. Nothing will deter us from our 
commitment to safety. 

Our generation fleet met the demands of our 

customers, despite a summertime record for 
usage in the Carolinas. In 2016, our nuclear 

fleet increased its capacity factor for the fourth 
consecutive year to 95.7 percent, a new record 
and the 18th consecutive year our capacity 

factor was above 90 percent. Our fossil-hydro 
organization also made improvements. Our 

Bad Creek hydro facility celebrated its 25th 
anniversary, and we announced plans to upgrade 
the facility, adding nearly 200 megawatts of clean 

generating capacity. Our Edwardsport gasified
coal plant continued to improve its performance, 

setting continuous operation records. 

We maintained this performance while 

responding to three natural disasters - one of 
which left significant damage throughout the 

Carolinas in its wake. Hurricane Matthew was 
a historic storm, requiring an equally historic 

response. In the Carolinas, we set a company 
record for restoring power, reducing outages from 

"Safety and operational excellence are critical to our growth 
and success. I'm proud to say that in 2016 we improved 
upon our industry-leading performance." 

011iaa Jamil ! Executive Vice President and Chief Operating Officer 

, ! 1 DUKE ENERGY 
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"Volunteerism is an integral part of our commitment to customers. In 2016, 
our employees volunteered thousands of hours of community service in 
their local communities for a variety of causes and organizations." 

Melissa Anderson I Executive Vice President-

1.4 million to fewer than 60,000 in five days. 

We tapped resources from across our company 

to support our customers. We also leveraged 

our industry partnerships and communication 

channels, placing over a million proactive 

calls to customers and sending more than 3 

million emails. 

The lengths our employees went through 

to support impacted communities was truly 

inspiring. They showed the very best of 

Duke Energy: excellence and commitment 

to our customers, regardless of the conditions 

or situations. 

Our commitment to operational excellence 

extends to environmental stewardship. In 2016, 

we reduced reportable environmental events by 

17 percent compared to 2015. We also made 

significant progress closing our coal ash basins 

to help protect communities and the environment 

while managing costs. For example, in North 

Carolina, we safely excavated more than 5 

million tons of coal ash, moving it to permanent 

storage locations. In June 2016, North Carolina's 

coal ash legislation was updated, giving us the 

opportunity to use capping systems to safely 

close many basins in place once certain near

term projects are completed. We also published 

our basin closure plans across our service 

territories and announced two locations 

where coal ash will be reprocessed for use 

in concrete products. 

Administration and Chief Human Resources Officer 

In addition, we exceeded the promised savings to 
customers as part of our Progress Energy merger. 
The dedicated efforts of our teams allowed us 

to complete this important milestone - $687 

million in guaranteed savings - a full year ahead 
of our original commitment. 

Our foundation of safety, operational and 
environmental excellence is unwavering. 

Any success we achieve starts here. 

Serving Our Communities 

Our commitment to our customers and 
communities extends beyond the services 
we provide. 

We are proud to be an economic engine for 
the communities we call home. Last year, 
Duke Energy helped attract $4.1 billion in capital 

investment in our service territories, leading to 
the creation of over 14,000 jobs. For the 12th 

consecutive year, Duke Energy was named to Site 
Selection magazine's annual list of Top Utilities in 
Economic Development. 

In 2016, the Duke Energy Foundation donated 
more than $30 million in charitable gifts to 

communities and local organizations, focusing 

on early childhood literacy, science, technology, 
engineering and mathematics (STEM) education, 

workforce preparedness and environmental 
stewardship. Our efforts helped address tl1e 

needs of our communities across our service 

territories. In Indiana, our Power of Reading 
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Summit brought over 400 teachers together, 

focused on improving literacy and arming 
teachers with new tools and tactics to 

support students. 

Volunteerism is also an integral part of 
Duke Energy's commitment to customers. 

Throughout the year, our employees volunteered 
thousands of hours of community service in 

their local communities for a variety of causes 
and organizations. 

Our sustainability efforts contribute to the vitality 

of our communities. For the 11th consecutive 
year, Duke Energy was named to the Dow Jones 

Sustainability Index. Since 1999, the index has 
identified top performing companies in each 
sector based on various environmental, economic 

and social criteria. 

We want to do what's right for our customers and 
communities and our work last year shows our 
long-term commitment to them. 

Bringing The Future to Light 

Every hour of every day, more than 25 million 
people and businesses count on Duke Energy for 
safe, reliable and affordable energy. The service 
we provide is the lifeblood of our communities 
and we have an obligation to help propel them 
forward. That's an awesome responsibility. 

Since I became CEO in 2013, I have seen that 
conviction every day at Duke Energy. I see it 
in the eyes of 29,000 employees who remain 
dedicated to putting our customers first. Their 
dedication was on full display this year as they 
responded to three major storms. 

This conviction was shown as we completed our 
portfolio transition to put our company in the 
best position for long-term growth and success. 

And I saw the conviction in our company's 
leadership, from our Board of Directors to our 
senior leadership team, who helped chart the 
right course for Duke Energy. 

It's truly an honor to serve as the CEO of 
this company. 

S \ DUKE ENERGY 
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'" Invest $25 billion in modernizing 
our energy delivery system. 

m Invest $11 billion in generating 

cleaner energy through natural gas 

and renewables. 

Double the contribution of our 

natural gas infrastructure business 

to 15 percent. 

" Achieve and sustain top quartile 
customer satisfaction. 

" Maintain our world-class safety 
standards and operational excellence. 

m Modernize the regulatory constructs 

in all of our jurisdictions. 

As the photos in this report show, Duke Energy 
has a rich, 113-year history of serving our 
customers. We've adapted to their ever-changing 
needs and that now extends to this report. 
Starting next year, we will create an enhanced, 
digital annual report, complementing our move 
to an online annual shareholder meeting. 

I'm confident today's Duke Energy will continue 
to adapt. As I travel and interact with customers, 
employees and stakeholders, I am reminded of 
the impact our company has on the communities 
we serve - and why our transformation is so 
important to so many who have a stake in 
Duke Energy's success. Our performance in 2016 
only renews my confidence in our employees, 
our leadership and our strategy as we continue 
to bring the future to light. 

Lynn J. Good 
Chairman, President and Chief Executive Officer 

March 2, 2017 



Duke Energy At A Glance 

Electric Utilities and Infrastructure 

Generation Diversity \pe:cent cvJncd capr.~cit.y) 1 

38% Natural Gas/Fuel Oil 

37% Coal 

1B% Nuclear 

7% Hydro and Solar 

35% Coal 

35% Nuclear 

29% Natural Gas/Fuel Oil 

1% Hydro and Solar 

32% Residential 

30% General Services 

20% Industrial 

U:l'Yo Wholesale/other 

Electric Utilities and Infrastructure conducts operations primarily 
through the regulated public utilities of Duke Energy Carolinas, 
Duke Energy Progress, Duke Energy Florida, Duke Energy Indiana 
and Duke Energy Ohio. 

E!ecl:r!c Operations 
, Owns approximately 49,300 megawatts (MW) of 

generating capacity 

" Service area covers about 95,000 square miles with an 
estimated population of 24 million 

" Service to approximately 7.5 million residential, commercial 
and industrial customers 

" 268,700 miles of distribution lines and a 32,200-mile 
transmission system 

'As of December 31, 2016. 

2 For tho year-ended December 31. 201G. 

:i Chart reflei:ts the 3 months for which Piedmont was owned by Duke Energy 
in 2016, and 12 months for other existing Duke Energy gas operations. 
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Natural Gas Customer Diversity 

Gas Utilities and Infrastructure conducts natural gas distribution 
operations primarily through the regulated public utilities of 
Piedmont Natural Gas and Duke Energy Ohio. 

Natur~! (~as Oper.ations'1 

31% Power Generation 

25% Residential 

22% General Services 

14% Wholesale/Other 

9% Industrial 

' Regulated natural gas transmission and distribution services to 
approximately 1.6 million customers in the Carolinas, Tennessee, 
southwestern Ohio and northern Kentucky 

• Maintains more than 32,900 miles of natural gas transmission 
and distribution pipelines, and 26,600 miles of natural gas 
service pipelines 

Duke Energy Renewables 

79% Wind 

21% Solar 

Duke Energy Renewables primarily acquires, develops, builds 
and operates wind and solar renewable generation throughout 
the continental U.S. The portfolio includes nonregulated renewable 
energy and energy storage assets. 

Duke Energy Renewables, part of the Commercial Renewables 
business segment, includes utility-scale wind and solar generation 
assets which total 2,900 MW across 14 states from 21 wind 
and 63 solar projects. The power produced from renewable 
generation is primarily sold through long-term contracts to 
utilities, electric cooperatives, municipalities and commercial 
and industrial customers. 

As part of its growth strategy, Duke Energy Renewables has 
expanded its investment portfolio through the addition of 
distributed solar companies and projects, energy storage 
systems and energy management solutions specifically tailored 
to commercial businesses and other institutions. 
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F1~Jrn IE•it i:i) rir,l!t: Ann Maynard Gray (Retiring at 2017 Annual Meeting of Shareholders), James B. Hyler, Jr., John H. Forsgren, Daniel R. OiMicco, 
Carlos A. Saladrigas, Thomas E. Skains, Lynn J. Good, John T. Herron, E. Marie McKee, William E. Kennard, Michael G. Browning, 

William E. Webster, Jr., Michael J. Angelakis, Charles W. Moorman IV and Theodore F. Craver, Jr. (Not Pictured) 

Michael J. Angelakis 
Chairman and Chief Executive 
Officer - Atairos Management, L.P. 

[;I Chair, Audit Committee 
r; Member, Finance and Risk 

Management Committee 
i.1 Director of Duke Energy 

since 2015 

Michael G. Browning 
Chairman - Browning 
Consolidated, LLC 

m Independent lead Director 
m Chair, Corporate 

Governance Committee 
1Z Member, Compensation 

Committee, Finance and Risk 
Management Committee 

u Director of Duke Energy 
since 2006 

Theodore F. Craver, Jr. 
Retired Chairman, President 
and Chief Executive Officer -
Edison International 

w Member, Finance and Risk 
Management Committee, 
Regulatory Policy and 
Operations Committee 

rn Director of Duke Energy 
since 2017 
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Daniel R. DiMicco 
Chairman Emeritus, Retired 
President and Chief Executive 
Officer- Nucor Corporation 

('.! Member, Corporate 
Governance Committee, 
Nuclear Oversight Committee 

:;i Director of Duke Energy 
since 2007 

John H. Forsgren 
Retired Vice Chairman, Executive 
Vice President and Chief Financial 
Officer - Northeast Utilities 

m Chair, Finance and Risk 
Management Committee 

n Member, Audit Committee 
;;; Director of Duke Energy 

since 2009 

Lynn J. Good 
Chairman, President and 
Chief Executive Officer -
Duke Energy Corporation 

.a Director of Duke Energy 
since 2013 

Ann Maynard Gray 
Retired Vice President, ABC, 
lnc. and President, Diversified 
Publishing Group of ABC, Inc. 

a Member, Corporate Governance 
Committee, Finance and Risk 
Man<1gement Committee 

~ Director of Duke Energy 
since 1997 

John T. Herron 
Retired President, Chief Executive 
Officer and Chief Nuclear Officer
Entergy Nuclear 

rJ Chair, Nuclear 
Oversight Committee 

a Member, Regulatory Policy 
and Operations Committee 

~ Director of Duke Energy 
since 2013 

James B. Hyler, Jr. 
Retired Vice Chairman and Chief 
Operating Officer - First Citizens 
BancShares, Inc. 

m Chair, Regulatory Policy 
and Operations Committee 

x Member, Audit Committee 
u Director of Duke Energy 

since 2012 

William E. Kennard 
Non·Executive Chairman -
Ve!ocitas Partners, LLC 

m Member, Corporate Governance 
Committee, Finance and Risk 
Management Committee, 
Regulatory Policy and 
Operations Committee 

:u Director of Duke Energy 
since 2014 

E. Marie McKee 
Retired Senior Vice President
Corning Incorporated 

u Chair, Compensation Committee 
n Member, Audit Committee 
1• Director of Duke Energy 

since 2012 

Charles W. Moorman IV 
President and Chief Executive 
Officer - Amtrak 

ra Member, Compensation 
Committee, Nuclear 
Oversight Committee 

Ill Director of Duke Energy 
since 2016 

Carlos A. Saladrigas 
Chairman - Regis HR Group 

!1.' Member, Audit Committee, 
Compensation Committee 

!;)! Director of Duke Energy 
since 2012 

Thomas E. Skains 
Retired Chairman, President and 
Chief Executive Officer - Piedmont 
Netural Gas Company, Inc. 

w Member, Nuclear Oversight 
Committee, Regulatory Policy 
and Operations Committee 

u Director of Duke Energy 
since 2016 

William E. Webster, Jr. 
Retired Executive Vice President, 
Industry Strategy for the Institute 
of Nuclear Power Operations 

;n Member, Nuclear Oversight 
Committee, Regulatory Policy 
and Operations Committee 

m Director of Duke Energy 
since 2016 

@2017 Duke Energy Corporation 162772 3/17 
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FORWARD-LOOKING INFORMATION 

This document includes forward-looking statements within the meaning 
of Section 27 A of the Securities Act of 1933 and Section 21E of the Securities 
Exchange Act of 1934. Forward-looking statements are based on management's 
beliefs and assumptions and can often be identified by terms and phrases that 
include "anticipate," "believe/' "intend," "estimate," "expect," "continue,'' 
"should," "could," "may,'' "plan," "project," "predict," "will," "potential," 
"forecast," "target," "guidance," "outlook" or other similar terminology. Various 
factors may cause actual results to be materially different than the suggested 
outcomes within forward-looking statements; accordingly, there is no assurance 
that such results will be realized. These factors include, but are not limited to: 
state, federal and foreign legislative and regulatory initiatives, including costs 
of compliance with existing and future environmental requirements or climate 
change, as well as rulings that affect cost and investment recovery or have 
an impact on rate structures or market prices; the extent and timing of costs 
and liabilities to comply with federal and state laws, regulations and legal 
requirements related to coal ash remediation, including amounts for required 
closure of certain ash impoundments, are uncertain and difficult to estimate; 
the ability to recover eligible costs, including amounts associated with coal ash 
impoundment retirement obligations and costs related to significant weather 
events, and to earn an adequate return on investment through the regulatory 
process; the costs of decommissioning Crystal River Unit 3 and other nuclear 
facilities could prove to be more extensive than amounts estimated and all costs 
may not be fully recoverable through the regulatory process; credit ratings of 
the company or its subsidiaries may be different from what is expected; costs 
and effects of legal and administrative proceedings, settlements, investigations 
and claims; industrial, commercial and residential growth or decline in service 
territories or customer bases resulting from variations in customer usage 
patterns, including energy efficiency efforts and use of alternative energy 
sources, including self-generation and distributed generation technologies; 
federal and state regulations, laws and other efforts designed to promote 
and expand the use of energy efficiency measures and distributed generation 
technologies, such as private solar and battery storage, in our service territories 
could result in customers leaving the electric distribution system, excess 
generation resources as well as stranded costs; advancements in technology; 
additional competition in electric and natural gas markets and continued 
industry consolidation; the influence of weather and other natural phenomena 
on operations, including the economic, operational and other effects of severe 
storms, hurricanes, droughts, earthquakes and tornadoes, including extreme 
weather associated with climate change; the ability to successfully operate 
electric generating facilities and deliver electricity to customers including 
direct or indirect effects to the company resulting from an incident that 
affects the U.S. electric grid or generating resources; the ability to complete 
necessary or desirable pipeline expansion or infrastructure projects in our 
natural gas business; operational interruptions to our natural gas distribution 
and transmission activities; the availability of adequate interstate pipeline 
transportation capacity and natural gas supply; the impact on facilities and 
business from a terrorist attack, cybersecurity threats, data security breaches, 
and other catastrophic events such as fires, explosions, pandemic health events 
or other similar occurrences; 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, 
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and their impact on liquidity positions and the value of underlying assets; the 
results of financing efforts, including the ability to obtain financing on favorable 
terms, which can be affected by various factors, including credit ratings, interest 
rate fluctuations and general economic conditions; the credit ratings may be 
different from what the company and its subsidiaries expect; declines in the 
market prices of equity and fixed income securities and resultant cash funding 
requirements for defined benefit pension plans, other post-retirement benefit 
plans, and nuclear decommissioning trust funds; construction and development 
risks associated with the completion of Duke Energy and its subsidiaries' 
capital investment projects, including risks related to financing, obtaining and 
complying with terms of permits, meeting construction budgets and schedules, 
and satisfying operating and environmental pertormance standards, as well 
as the ability to recover costs from customers in a timely manner or at all; 
changes in rules for regional transmission organizations, including changes 
in rate designs and new and evolving capacity markets, and risks related to 
obligations created by the default of other participants; the ability to control 
operation and maintenance costs; the level of creditworthiness of counterparties 
to transactions; employee workforce factors, including the potential inability 
to attract and retain key personnel; the ability of subsidiaries to pay dividends 
or distributions to Duke Energy Corporation holding company (the Parent); 
the pertormance of projects undertaken by our nonregulated businesses and 
the success of efforts to invest in and develop new opportunities; the effect 
of accounting pronouncements issued periodically by accounting standard
setting bodies; substantial revision to the U.S. tax code, such as changes to 
the corporate tax rate or a material change in the deductibility of interest; the 
impact of potential goodwill impairments; the ability to successfully complete 
future merger, acquisition or divestiture plans; and the ability to successfully 
integrate the natural gas businesses following the acquisition of Piedmont 
Natural Gas Company, Inc. and realize anticipated benefits. 

Additional risks and uncertainties are identified and discussed in Duke 
Energy's and its subsidiaries' reports filed with the U.S. Securities and Exchange 
Commission (SEC) and available at the SEC's website at www.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 a different extent 
or at a different time than described. Forward-looking statements speak only 
as of the date they are made; Duke Energy expressly disclaims an obligation to 
publicly update or revise any forward-looking statements, whether as a result of 
new information, future events or otherwise. 

NON-GAAP MEASURES 

Adjusted Diluted Earnings Per Share ("EPS") 
Duke Energy's 2016 Annual Report references adjusted diluted EPS 

for 2016, 2015 and 2014 of $4.69, $4.54 and $4.55, respectively. 
Management evaluates financial pertormance in part based on adjusted 

diluted EPS, a non-GAAP financial measure. Adjusted diluted EPS represents 
diluted EPS from continuing operations attributable to Duke Energy Corporation 
common stockholders, adjusted for the per share impact of special items. As 
discussed below, special items include certain charges and credits, which 
management believes are not indicative of Duke Energy's ongoing pertormance. 
Management believes the presentation of adjusted diluted EPS provides 
useful information to investors, as it provides them with an additional relevant 
comparison of Duke Energy's pertormance across periods. Management uses 
this non-GAAP financial measure for planning and forecasting and for reporting 
results to the Duke Energy Board of Directors (Board of Directors), employees, 



stockholders, analysts and investors. Adjusted diluted EPS is also used as a basis 
for employee incentive bonuses. The most directly comparable GMP measure 
for adjusted diluted EPS is reported diluted EPS attributable to Duke Energy 
Corporation common stockholders. 

Special items included in the periods presented include the following, which 
management believes do not reflect ongoing costs, 

• Costs to Achieve Mergers represents charges that result from potential or 
completed strategic acquisitions. 

• Cost Savings Initiatives represents severance charges related to 
companywide initiatives to standardize processes and systems, leverage 
technology and workforce optimization. 

• Commercial Renewables Impairment and Asset Impairment represent 
other-than-temporary impairments. 
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• Edwardsport Sett enienl, Ash Basin oettlement and P'fla,IJl!><t'l'd f 258 Coal Ash Plea Agreements Reserve represent charges re,<l!fd to' pPea 
agreements and settlement agreements with regulators and other 
governmental entities. 

Adjusted diluted EPS also include the operating results of the nonregulated 
Midwest generation business and Duke Energy Retail Sales (collectively, the 
Midwest Generation Disposal Group) and the Latin American generation business 
(International Disposal Group), which have been classified as discontinued 
operations. Management believes inclusion of the operating results of the disposal 
groups within adjusted diluted EPS results in a better reflection of Duke Energy's 
financial pertormance during the period. 

Duke Energy's adjusted diluted EPS may not be comparable to a similarly 
titled measure of another company becauso other entities may not calculate the 
measure in the same manner. 

The following is a reconciliation of reported diluted EPS to adjusted diluted EPS for 2016, 2015 and 2014, 

(Per diluted share) 

Reported EPS 

Adjustments ta Reported, 

Costs to Achieve Mergers 

Cost Savings Initiatives 

Commercial Renewables Impairment 

Edwardsport Settlement 

Ash Basin Settlement and Penalties 

Asset Impairment 

Coal Ash Plea Agreements Reserve 

Asset Sales 

Economic Hedges (mark-to-market) 

Discontinued Operations 

Adjusted Diluted EPS 

Adjusted Diluted EPS Outlook 

Duke Energy's 2016 Annual Report references Duke Energy's forecasted 
2017 adjusted diluted EPS outlook range of $4.50 to $4.70 per share. The materials 
also reference the five-year, long-term range of annual growth of 4 to 6 percent 
in adjusted diluted EPS (on a compound annual growth rate ("CAGR") basis). 
Adjusted diluted EPS is a non-GMP financial measure as it represents diluted EPS 

2016 

$3.11 

0.48 

0.08 

0.07 

0.95 

$4.69 

Years Ended December 31, 

2015 

$4.05 

0.09 

0.13 

0.08 

0.01 

0.17 

$4.54 

2014 

$1.66 

0.18 

0.08 

0.14 

(0.01) 

0.01 

1.49 

$4.55 

from continuing operations attributable to Duke Energy Corporation shareholders, 
adjusted for the per share impact of special items (as discussed above under 
Adjusted Diluted EPS). Due to the forward-looking nature of this non-GMP 
financial measure for future periods, information to reconcile it to the most directly 
comparable GMP financial measure is not available at this time, as management 
is unable to project all special items for future periods, such as legal settlements, 
the impact of regulatory orders or asset impairments. 
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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. ForwanJ.looking 
statements are based on management's beliefs and assumptions and can often be identified by 
terms and phrases that include "anticipate," "believe," "intend," "estimate," "expect," "continue," 
"should," "could," "may," "plan," "project," "predict," "will," "potential," "forecast." "target," 
"guidance," "outlook" or other similar terminology. Various facto~ may cause actual results to be 
materially different than the suggested outcomes within forward-looking statements; according~. there 
is no assurance that such results will be realized. These factors include, but are not limited to: 

• State, fed era! and foreign legis!alive and regulatory initiatives, including costs of compliance 
with existing and future environmental requirements or climate change, as well as rulings that 
affect cost and investment recovery or have an impact on rate structures or market prices; 
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• The extent and liming of costs and liabilities to comply with federal and state laws, regulations 
and legal requirements related to coal ash remediation, including amounts for required closure 
of certain ash impoundments, are uncertain and difficult to estimate; 

• The ability to recover eligible costs, including amounts associated with coal ash impoundment 
retirement obligations and costs related to significant weather events, and to earn an 
adequate return on investment through the regulatory process; 

• The costs of decommissioning Crystal River Unit 3 and other nuclearfacilities could prove to 
be more extensive than amounts estimated and all costs may not be fully recoverable through 
the regulatory process; 

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

• Industrial, commercial and residential growth or decline in service tenitories or customer 
bases resulting from variations in customer usage patterns, including energy efficiency efforts 
and use of alternative energy sources, including self-generation and distributed generaticn 
technologies; 

• Federal and state regulations, laws and other efforts designed to promote and expand the use 
cf energy efficiency measures and distributed generation technologies, such as private solar 
and battery storage, in Duke Energy service territories could result in customers leaving the 
electric distribution system, excess generation resources as well as stranded costs; 

• Advancements in technology; 
• Additional competition in electric and natural gas markets and continued industry 

consolidation; 
• The influence of weather and other natural phenomena en operations, including the economic, 

operational and other effects of severe storms, hurricanes, droughts, earthquakes and 
tcmadoes, including extreme weather associated with climate change; 

• The ability to successtul~ cperate electric generating facilities and deliver electricity to 
customers including direct or indirect effects to the company resulting from an incident that 
affects the U.S. electric grid or generating resources; 

• The abil[ly to complete necessary or desirable pipeline expansion or infrastructure projects in 
our natural gas business; 

• Operational interruptions to our natural gas distribution and transmission activities; 
• The availability af adequate interstate pipeline transportation capac[ly and natural gas supply. 
• The impact on facilities and business from a terrorist attack, cybersecur[ly threats, data 

security breaches and otherc:atastrophic events, such as fires, explosions, pandemic health 
events or other similar occurrences; 

• The inherent risks associated with the operation and potential construction of nuclear 
facilities, including environmental, health, safety, regulatory and financial risks; 

• The timing and e:d:ent of changes in commod[ly prices, interest rates and foreign currency 
exchange rates and the ab ii tty to recover such costs through the regulatory process, where 
appropriate, and their impact on liquidity positions and the value of underlying assets; 

• The results of financing efforts, including the ability to obtain financing on favorable terms, 
which c:an be affected by various factors, including credit ratings, interest rate fluctuations 
and general economic conditions; 

• Credit ratings of the Duke Energy Registrants may be different from what is expected; 
• Declines in the market prices af equ[ly and fixed-income securities and resultant cash funding 

requirements for defined benefit pension plans, other past-retirement benefit plans and 
nuclear decommissioning trust funds; 

• Construction and development risks associated with the completion of the Duke Energy 
Repjstrants' capital investment projects, 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 abil[ly to recover costs 
from customers in a timely manner, or at all; 

• Changes in rules for regional transmission organizations, including changes in rato designs 
and new and evolving capacity markets, and risks related to obligations created by the default 
of other participants; 

• The ability to control operation and maintenance costs; 
• The level of creditworthiness of counterparties to transactions; 
• Employee workforce factors, including the potential inability to attract and retain 

key personnel; 
• The ability of subsidiaries to pay dividends or distributions to Duke Energy Corporation 

holding company (the Parent}; 
• The performance of projects undertaken by our nonregulated businesses and the 

success of efforts to invest in and develop new opportunities; 
•The effect of accounting pronouncements issued periodically by accounting standard

setting bodies; 
• Substantial revision to the U.S. tax code, such as changes to the corporate tax rate or a 

material change in the deductibility of interest; 
• The impact of potential goodwill impairments; 
• The ability to successfully complete future merger, acquisition or divestiture plans; and 
• The ability to successfully integrate the natural gas businesses following the acquisition 

of Piedmont Natural Gas Company, Inc. and realize anticipated benefits. 
Additional risks and uncertainties are idenMied and discussed in the Duke Energy 

Registrants' reports filed with the SEC and available at the SEC's website at www.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 a different extent or at a different time than 
described. Forward-looking statements speak only as of the date they are made and the Duke 
Energy Registrants expressly disclaim an obligation to publicly update or revise any forward
looking statements, whether as a result of new information, future events or otherwise. 



Glossary of Terms 

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

Term or Acronym Definition 

the 2012 Settlement ........... Settlement agreement in 2012 among Duke 
Energy Florida, the Florida OPC and other 
customer advocates 

the 2013 Settlement. ............. Settlement agreement in 2013 among Duke 
Energy Florida, the Florida OPC and other 
customer advocates 

2013 Agreement .............. 2013 revised and restated stipulation and 
settlement agreement 

the 2015 Plan . . . . . . . . . . . . . . . . Duke Energy Corporation 2015 Long-Term 
Incentive Plan 

ACP. . . . . . . . . . . . . . . . . . . . . . . . Atlantic Coast Pipeline, LLC, a limited liability 
company owned by Dominion, Duke Energy 
and Southern Company Gas 

ACP Pipeline . . . . . . . . . . . . . . . . . The approximately 600-mile proposed 
interstate natural gas pipeline 

AFUDC. . . . . . . . . . . . . . . . . . . . . . Allowance for funds used during construction 

AHFS. . . . . . . .. . .. . . . .. . . . . .. Assets held for sale 

AU . . . . . . . . .. . .. . . . .. . . . . .. Administrative Law Judge 

Amended Complaint • . . . . . . . . . . Amended Verified Consolidated Shareholder 
Derivative Complaint 

AMI . . . . . . . . . . . . . . . . . . . . . . . . Advanced Metering Infrastructure 

AOCI . . . . . . . . . . . . . . . . . . . . . . . Accumulated Other Comprehensive Income 
(Loss) 

ARO. . . . .. . . . . . .. . . . .. . . . . .. Asset Retirement Obligation 

ARP. . . . .. . . .. . .. .. . .. . . . . .. Alternative Revenue Programs 

the ASR. . . . . . . . . . . . . . . . . . . . . Accelerated Stock Repurchase Program 

ASRP. . . . . . . . . . . . . . . . . . . . . . . Accelerated natural gas service line 
replacement program 

Barclays .. . .. . .. . .. . . . .. . . .. Barclays Capital Inc. 

BCWF . . . . . . . . .. . .. . .. .. . . . . Benton County Wind Farm, LLC 

Beckjord . . . . . . . . . . . . . . . . . . . . Beckjord Generating Station 

Bison ....................... Bison Insurance Company limited 

Board of Directors. . . . . . . . . . . . . Duke Energy Board of Directors 

Bresalier Complaint. ........... Shareholder derivative lawsuit filed by Saul 
Bresalier related to ash basin management 
practices 

Bresalier Defendants.. . . . . . . . . . Several current and former Duke Energy 
officers and directors named in the Bresalier 
Complaint 

Bridge Facility ........ . $4.9 billion senior secured financing facility 
with Barclays Capital Inc. 

Brunswick. . . . . . . . . . . . Brunswick Nuclear Plant 

CAA. . . . .. . .. . . .. . .. . . . . . .. . Clean Air Act 

Calpine . .. . .. . . .. .. . . . .. . . . . Calpine Corporation 

Cardinal. . . . . . . . . . . . . . . . . . . . . Cardinal Pipeline Company, LLC 

Catawba . . . . . . . . . . . . . . . . . . . . Catawba Nuclear Station 

CC. .. . . .. . . . . . .. . . . . . . . . .. . Combined Cycle 

CCR.. . . .. . . . . . .. . . . . . . . . . . . Coal Combustion Residuals 

CCS.. . . .. . . . . . .. . .. .. .. . . . . Carbon Capture and Storage 

CECPCN. . . . . . . . . . . . . . . . . . . . . Certificate of Environmental Compatibility and 
Public Convenience and Necessity 
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Term or Acronym Definition 

CEO.. . . .. . .. . . .. .. .. . . . .. . Chief Executive Officer 

Cinergy . . . . . . . . . . . . . . . . . . . . . Cinergy Corp. (collectively with its subsidiaries) 

C02 • .. • .. .. .. • .. .. .. • . .. .. • Carbon Dioxide 

Coal Ash Act . . . . . . . . . . . . . . . . . North Carolina Coal Ash Management 
Act of 2014 

Coal Ash Commission . . . . . . . . . . Coal Ash Management Commission 

COL. .. . .. . . . . . .. .. .. . .. . .. . Combined Operating license 

the Company. . . . . . . . . . . . . . Duke Energy Corporation and its subsidiaries 

Consolidated Complaint.. . . . . . . . Corrected Verified Consolidated Shareholder 
Derivative Complaint 

Constitution. . . . . . . . . . . . . . . . . . Constitution Pipeline Company, LLC 

CPCN. . . . . . . . . . . . . . . . . . . . . . . Certificate of Public Convenience and 
Necessity 

CPP.. .. . .. .. .. .. . .. . . .. .. .. Clean Power Plan 

CRC ........................ Cinergy Receivables Company LLC 

Crystal River Unit 3 . . . . . . . . . . . . Crystal River Unit 3 Nuclear Plant 

CSA. . .. . .. .. . . .. . .. . . .. .. .. Comprehensive Site Assessment 

CSAPR ...................... Cross-State Air Pollution Rule 

CT. . . .. . .. .. .. .. . . .. . .. .. .. Combustion Turbine 

CTG. .. . . .. .. .. .. . . .. . .. .. .. China Three Gorges Energy S.a.r.I. 

CWA . .. . .. .. .. .. . . .. . .. .. .. Clean Water Act 

DATC ..................... .. 

D.C. Circuit Court ............ .. 

the Dealers ................ .. 

DEBS ..................... .. 

DECAM ................... .. 

DEFPF .................... .. 

Duke-American Transmission Co. 

U.S. Court of Appeals for the District of 
Columbia 

Goldman, Sachs & Co. and JP Morgan 
Chase Bank 

Duke Energy Business Services, LLC 

Duke Energy Commercial Asset Management, 
LLC 

Duke Energy Florida Project Finance, LLC 

DEFR. . . . . . • . . . . . . . . . . . . . . . . Duke Energy Florida Receivables, LLC 

Deloitte ................... .. 

DEPR ..................... .. 

DERF ..................... .. 

Deloitte & Touche LL~ and the member 
firms of Deloitte Touche Tohmatsu and their 
respective affiliates 

Duke Energy Progress Receivables, LLC 

Duke Energy Receivables Finance Company, 
LLC 

DETM. . . . . . . . . . . . . . . . . . . . . . . Duke Energy Trading and Marketing, LLC 

DHHS. . . . . . . . . . . . . . . . . . . . . . . North Carolina Department of Health and 
Human Services 

DOE.. .. . . . . . .. . . .. . .. .. .. . . U.S. Department of Energy 

DOJ .. .. . . .. . .. .. .. . .. .. .. . . Department of Justice 

Dominion. . . . . . . . . . . . . . . . .. . . Dominion Resources 

DSM . .. . . .. . .. . . .. . .. .. .. . . Demand Side Management 

Dth .. .. . . . . . .. . . .. . .. .. .. . . Dekatherm 

Duke Energy. . . . . . . . . . . . . . . . . . Duke Energy Corporation (collectively with its 
subsidiaries) 

Duke Energy Carolinas. . . . . . . . . . Duke Energy Carolinas, LLC 



Term or Acronym Definition 

Duke Energy Defendants . . . . . . . . Several current and former Duke Energy officers 
and directors named as defendants in the 
eonsolidated Complaint 

Duke Energy Florida.. . . . . . . . . . . Duke Energy Florida, LLC 

Duke Energy Indiana . . . . . . . . . . . Duke Energy Indiana, LLC 

Duke Energy Kentucky. . . . . . . . . . Duke Energy Kentucky, Inc. 

Duke Energy Ohio. . . . . . . . . . . . . . Duke Energy Ohio, Inc. 

Duke Energy Progress . . . . . . . . . . Duke Energy Progress, LLC 

Duke Energy Registrants . . . . . . . . Duke Energy, Duke Energy Carolinas, Progress 
Energy, Duke Energy Progress, Duke Energy 
Florida, Duke Energy Ohio, Duke Energy Indiana 
and Piedmont 

Dynegy. . .. . .. . . . . . . . . . . .. .. . Dynegy Inc. 

East Bend . . . . . . . . . . . . . . . . . . . East Bend Generating Station 

EE. .. .. .. .. .. .. .. . .. .. .. .. . Energy efficiency 

EGU ................... . Electric Generating Units 

EIS. . . . . . . . . . . . . . . . . . . . . . . . . Environmental Impact Statement 

ELG .. . . . . . .. . . .. . . . .. . .. .. . Effluentlimitations Guidelines 

EPA . . . . . . . . . . . . . . . . . . . . . . . . U.S. Environmental Protection Agency 

EPC.. . . . . . . . . . . . . . . . . . . . . . . Engineering, Procurement and Construction 
agreement 

EPS . . . . . . . . . . . .. .. . .. . .. .. . Earnings Per Share 

ESP.. . . . .. . . . . .. .. . . . . .. .. . Electric Security Plan 

EIR .. .. .. . .. .. .. .. .. .. .. .. . Effective tax rate 

Exchange Act. . . . . . . . . . . . . . . . . Exchange Act of 1934 

FASB. . . . . . . . . . . . . . . . . . . . . . . Financial Accounting Standards Board 

FERG. . . . . . . . . . . . . . . . . . . . . . . Federal Energy Regulatoiy Commission 

Fitch . . . . .. . . . . . . .. .. . . . .. .. Fitch Ratings, Inc. 

FirstEnergy . . . . . . . . . . . . . . . . . . FirstEnergy Corp. 

Florida OPC. . . . . . . . . . . . . . . . . . Florida Office of Public Counsel 

Form S-3. . . . . . . . . . . . . . . . . . . . Registration statement 

FP&l.. . . .. . .. . . .. . .. .. .. . . Florida Power & light Company 

FPSC.. . . .. . .. . . .. . .. .. .. . . . Florida Public Seivice Commission 

FrR . .. . . . . . .. . . .. . .. .. .. .. . Financial transmission rights 

GAAP.. . . . . . . . . . . . . . . . . . . . . . Generally Accepted Accounting Principles in the 
United States 

GHG ........................ Greenhouse Gas 

GPC. .. . .. . . . . . . . . .. . . . .. .. . Georgia Power Company 

GWh . . . .. . .. . . . . . .. . . . .. .. . Gigawatt-hours 

Harris . . .. . .. . . . . . .. .. . .. .. . Shearon Harris Nuclear Plant 

HB 998 . . . . .. . . .. .. . .. . .. .. . North Carolina House Bill 998, or the North 
Carolina Tax Simplification and Rate 
Reduction Act 

Hines. . . . . . . . . . .. .. . .. . .. . . . Hines Energy Complex 

I Squared .................... ISO Enerlam Aggregator, l.P. and Enerlam 
Holding Ltd. 

IBNR . . . . . . . . . . .. .. . .. . .. . . . Incurred but not yet reported 

ICPA . . . . . . . . . . . . . . . . . . . . . . . Inter-Company Power Agreement 

IGCC . . . . . . . . . . . . . . . . . . . . . . . Integrated Gasification Combined Cycle 

IGCC Rider. . . . . . . . . . . . . . . . . . . Tracking mechanism used to recover costs 
related to the Edwardsport IGCC plant from 
retail electric customers 

IGCC Settlement . . . . . . . . . . . . . . 2015 Settlement to resolve disputes with 
inteivenors related to five IGCC riders 

IMR . . . . . . . . . . . .. .. . .. . .. . . . Integrity Management Rider 
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Interim FERG Mitigation. . . . . . . . . Interim firm power sale agreements mitigation 
plans related to the Progress Energy merger 

International Disposal Group ..... Duke Energy's international business, excluding 
National Methanol Company 

IRP .. . . . . .. .. .. . .. .. .. .. . . . Integrated Resource Plans 

IRS .. . .. . .. .. .. . .. .. .. . . . . . Internal Revenue Seivice 

ISFSI . . . . . . . . . . . . . . . . . . . . . . . Independent Spent Fuel Storage Installation 

ISO . .. .. . .. .. .. . .. .. .. .. .. . Independent System Operator 

ITC. . .. .. . .. . . .. . .. .. .. .. .. . Investment Tax Credit 

IURC . . . . . . . . . . . . . . . . . . . . . . . Indiana Utility Regulatoiy Commission 

Investment Trusts . . . . . . . . . . . . . Grantor trusts of Duke Energy Progress, 
Duke Energy Florida and Duke Energy Indiana 

JOA ........................ Joint Dispatch Agreement 

KO Transmission . . . . . . . . . . . . . . KO Transmission Company 

KPSC.. . . . . . . . . . . . . . . . . . . . . . Kentucky Public Seivice Commission 

kV ......................... Kilovolt 

kWh ........................ Kilowatt-hour 

LDC. .. .. . .. .. .. . .. .. .. .. .. . local Distribution Company 

legacy Duke Energy Directors . . . . Members of the pre-merger Duke Energy Board 
of Directors 

Levy ........................ Duke Energy Florida's proposed nuclear plant in 
levy County, Florida 

UBOR . .. .. . . . .. . . . . . .. .. .. . London Interbank Offered Rate 

Long-Term FERG Mitigation . . . . . . The revised market power mitigation plan 
related to the Progress Energy merger 

MATS. . .. .. .. . .. . . . . . .. .. .. . Mercuiy and Air Toxics Standards 

Mel.. . .. .. .. . .. .. . . . .. .. .. . Thousand cubic feet 

McGuire.. . . . . . . . . . . . . . . . . . . . McGuire Nuclear Station 

Merger Chancel)' litigation . . . . . . Four shareholder derivative lawsuits filed in 
the Delaware Chanceiy Court related to the 
Progress Energy merger 

Mesirov Complaint. ............ Shareholder derivative complaint file by 
Judy Mesirov 

MGP . .. .. . .. .. .. . . . .. .. . .. . Manufactured gas plant 

Midwest Generation Disposal Group Duke Energy Ohio's non regulated Midwest 
generation business and Duke Energy Retail 
Sales, LLC 

MISO. . . . . . . . . . . . . . . . . . . . . . . Midcontinent Independent System Operator, Inc. 

MMBtu . .. . . .. . .. .. . . . .. .. .. Million British Thermal Unit 

MPP .. . .. .. .. . .. .. . . . .. .. .. Money Purchase Pension 

Moody's . . . . . . . . . . . . . . . . . . . . Moody's Investors Seivice, Inc. 

MTBE.. . .. .. .. . .. .. .. . .. .. .. Methyl tertiaiy butyl ether 

MTEP ....................... MISO Transmission Expansion Planning 

MW . .. . . . .. .. . .. .. .. .. . . . .. Megawatt 

MVP. . . . . . .. . . . .. .. .. .. . . . .. Multi Value Projects 

MWh .. . . . . . .. . .. .. .. .. .. .. . Megawatt-hour 

NCDEO . . . . . . . . . . . . . . . . . . . . . North Carolina Department of Environmental 
Quality (formerly the North Carolina Department 
of Environment and Natural Resources) 

NCEMC . . . . . . . . . . . . . . . . . . . . . North Carolina Electric Membership Corporation 

NCEMPA . . . . . . . . . . . . . . . . . . . . North Carolina Eastern Municipal Power Agency 

NCRC.. . . . . . . . . . . . . . . . . . . . . . Florida's Nuclear Cost Recoveiy Clause 

NCRS.. . . . . . . . . . . . . . . . . . . . . . Nuclear Power Plant Cost Recoveiy Statutes 

NCUC . . . . . . . . . . . . . . . . . . . . . . North Carolina Utilities Commission 

NC WARN . . . . . . . . . . . . . . . . . . . N.C. Waste Awareness and Reduction Network 
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NDTF ...................... . Nuclear decommissioning trust funds 

NEIL . . . . . . . . . . . . . . . . . . . . . . . Nuclear Electric Insurance Limited 

NYSDEC.. . . . . . . . . . . . . . . . . . . . New York State Department of Environmental 
Conservation 

NMC . . . . . . . . . . . . . . . . . . . . . . . National Methanol Company 

NOL ........................ Net operating loss 

NOV ................... . Notice of violation 

NO, . . . . . . . . . . . . . . . . . . . . . . . . Nitrogen oxide 

NPNS. . . . . . . . . . . . . . . . Normal purchase/normal sale 

NRC ........................ U.S. Nuclear Regulatory Commission 

NWPA . . . . . . . . . . . . . . . . . . . . . . Nuclear Waste Policy Act of 1982 

NYAG. . . . . . . . . . . . . . . . . . . . . . . New York Attorney General 

NYSE. . . . . . . . . . . . . . . . . . . . . . . New York Stock Exchange 

Oconee .................... . 

OPES ...................... . 

OPES Assets ................ . 

ORS ....................... . 

Osprey Plant acquisition ....... . 

Oconee Nuclear Station 

Other Post-Retirement Benefit Obligations 

Other post-retirement plan assets are 
comprised of the Retirement Plan of Piedmont 
40l(h) Medical Plan, and the following 
Voluntary Employees' Beneficiary Association 
Trusts, Duke Energy Corporation Employee 
Benefits Trust, Piedmont Natural Gas Company 
50l(c)(9) Trust for Retired Bargaining Unit 
Employees and the Piedmont Natural Gas 
Company 50l(c)(9) Trust for Retired Non
Bargaining Unit Employees 

Office of Regulatory Staff 

Duke Energy Florida's purchase of a Calpine 
Corporation's 599-MW combined-cycle natural 
gas plant in Auburndale, Florida 

orn ........................ Other-than-temporary impairment 

OVEC.. . . . . . . . . . . . . . . . . . . . . . Ohio Valley Electric Corporation 

the Parent. . . . . . . . . . . . . . . . . . . Duke Energy Corporation Holding Company 

the Payments. . . . . . . . . . . . . . . . . Fines and restitution related to the North 
Carolina Ash Basin Grand Jury Investigation 

PGA. . . . . . . . . . . . . . . . . . . . . . . . Purchased Gas Adjustments 

Phase I CCR Compliance Projects ... Duke Energy Indiana's federally mandated 
compliance projects to comply with the EPA's 
CCR rule 

Piedmont. . . . . . . . . . . . . . . . . . . . Piedmont Natural Gas Company, Inc. 

Piedmont Pension Assets. . . . . . . . Qualified pension plan assets associated with 
the Retirement Plan of Piedmont 

Pioneer . . . . . . . . . . . . . . . . . . . . . Pioneer Transmission, LLC 

PJM ........................ PJM Interconnection, LLC 

PPA. . . . . . . . . . . . . . . . . . . . . . . . Purchase Power Agreement 

Progress Energy. . . . . . . . . . . . . . . Progress Energy, Inc. 

PSCSC. . . . . . . . . . . . . . . . . . . . . . Public Service Commission of South Carolina 

PTC. . . . . . . . . . . . . . . . . . . . . . . . Production Tax Credits 

PUCO. . . . . . . . . . . . . . . . . . . . . . . Public Utilities Commission of Ohio 

PUCO Order.. . . . . . . . . . . . . . . . . Order issued by PUCO approving a settlement 
of Duke Energy Ohio's natural gas base rate 
case and authorizing the recovery of certain 
MGP costs 

PURPA. . . . . . . . . . . . . . . . . . . . . . Public Utility Regulatory Policies Act of 1978 

OF.. . . . . . . . . . . . . . . . . . . . . . . . Qualifying Facility 

RCA. . . . . . . . . . . . . . . . . . . . . . . . Revolving Credit Agreement 
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RCRA ....................... Resource Conservation and Recovery Act 

RFP. . . . . . . . . . . . . . . . . . . . . . . . Requests for Proposal 

Relative TSR . . . . . . . . . . . . . . . . . TSR of Duke Energy stock relative to a 
pre-defined peer group 

Robinson. . . . . . . . . . . . . . . . . . . . Robinson Nuclear Plant 

RTO.. . . . . . . . . . . . . . . . . . . . . . . Regional Transmission Organization 

Sabal Trail . . . . . . . . . . . . . . . . . . . Sabal Trail Transmission, LLC 

Sabal Trail Pipeline . . . . . . . . . . . . Sabal Trail Natural Gas Pipeline 

SACE. . . . . . . . . . . . . . . . . . . . . . . Southern Alliance of Clean Energy 

SAFSTOR .................... A method of decommissioning in which a 
nuclear facility is placed and maintained in a 
condition that allows the facility to be safely 
stored and subsequently decontaminated to 
levels that permit release for unrestricted use 

S.C. Court of Appeals ........... Court of Appeals of South Carolina 

SCCL. . . . . . . . . . . . . . . . . . . . . . . South Carolina Coastal Conservation League 

SCDHEC. . . . . . . . . . . . . . . . . . . . . South Carolina Department of Health and 
Environmental Control 

SEC.. . . . . . . . . . . . . . . . . . . . . . . Securities and Exchange Commission 

SELC. . . . . . . . . . . . . . . . . . . . . . . Southern Environmental Law Center 

Segment Income . . . . . . . . . . . . . . Income from continuing operations net of 
income attributable to noncontrolling interests 

so, . . . . . . . . . . . . . . . . . . . . . . . . Sulfur dioxide 

Spectra Capital . . . . . . . . . . . . . . . Spectra Energy Capital, LLC 

S&P.. . . . . . . . . . . . . . . . . . . . . . . Standard &Poor's Rating Services 

SSO... . . . . . . . . . . . . . . . . . . . . . Standard Service Offer 

State Utility Commissions . . . . . . . NCUC, PSCSC, FPSC, PUCO, IURC, KPSC and 
TRA (Collectively) 

State Electric Utility Commissions NCUC, PSCSC, FPSC, PCO, IURC and KPSC 
(Collectively) 

State Gas Utility Commissions.. . . NCUC, PSCSC, PUCO, TRA and KPSC 
(Collectively) 

Subsidiary Registrants .......... Duke Energy Carolinas, Progress Energy, Duke 
Energy Progress, Duke Energy Florida, Duke 
Energy Ohio, Duke Energy Indiana and Piedmont 

Sutton ...................... L.V. Sutton combined cycle facility 

T&D Rider . . . . . . . . . . . . . . . . . . . Tracking mechanism to recover grid 
infrastructure improvement costs in Indiana 

Term Loan . . . . . . . . . . . . . . . . . . . Duke Energy (Parent) $1.5 billion term loan 
facility, as amended maturing on July 31, 2017 

TRA. . . . . . . . . . . . . . . . . . . . . . . . Tennessee Regulatory Authority 

TSR . . . . . . . . . . . . . . . . . . . . . . . . Total shareholder return 

Uprate Project. . . . . . . . . . . . . . . . Hines Chiller Uprate Project 

U.S... . . . . . . . . . . . . . . . . . . . . . . United States 

U.S. Court of Appeals. . . . . . . . . . . U.S. Court of Appeals for the Second Circuit 

USDOJ.. . . . . . . . . . . . . . . . . . . . . United States Department of Justice 
Environmental Crimes Section and the 
United States Attorneys for the Eastern District 
of North Carolina, the Middle District of North 
Carolina and the Western District of North 
Carolina, collectively 

VIE. . . . . . . . . . . . . . . . . . . . . . . . . Variable Interest Entity 

WACC . . . . . . . . . . . . . . . . . . . . . . Weighted Average Cost of Capital 

WVPA. . . . . . . . . . . . . . . . . . . . . . . Wabash Valley Power Association, Inc. 
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ITEM 1. BUSINESS 

DUKE ENERGY 

General 

Duke Energy Corporation (collectively with its subsidiaries, Duke Energy) 
is an energy company headquartered in Charlotte, North Carolina, subject to 
regulation by the Federal Energy Regulatory Commission (FERG). Duke Energy 
operates in the United States (U.S.) primarily through its direct and indirect 
subsidiaries. Certain Duke Energy subsidiaries are also subsidiary registrants, 
including Duke Energy Carolinas, LLC (Duke Energy Carolinas); Progress Energy, 
Inc. (Progress Energy); Duke Energy Progress, LLC (Duke Energy Progress); 
Duke Energy Florida, LLC (Duke Energy Florida); Duke Energy Ohio, Inc. (Duke 
Energy Ohio); and Duke Energy Indiana, LLC (Duke Energy Indiana). On October 3, 
2016, Duke Energy acquired Piedmont Natural Gas Company, Inc. (PiedmonO 
which also became a wholly owned subsidiary and subsidiary registrant of Duke 
Energy. Duke Energy's consolidated financial statements include Piedmont's 
results of operations and cash flow activity subsequent to the acquisition. See 
Note 2 for additional information regarding the acquisition. When discussing 
Duke Energy's consolidated financial information, it necessarily includes the 
results of its seven separate subsidiary registrants (collectively referred to as the 
Subsidiary Registrants), which along with Duke Energy, are collectively referred to 
as the Duke Energy Registrants (Duke Energy Registrants). 

Piedmont, a North Carolina corporation, is an energy services company 
whose principal business is the distribution of natural gas to over 1 million 
residential, commercial, industrial and power generation customers in portions 
of North Carolina, South Carolina and Tennessee, including customers served by 
municipalities who are Piedmont's sales for resale customers. In October 2016, 
Duke Energy completed the acquisition of Piedmont for a total cash purchase 
price of $5.0 billion and assumed Piedmont's existing long-term debt, which 
had an estimated fair value of approximately $2.D billion at the time of the 
acquisition. The acquisition provides a foundation for Duke Energy to establish 
a broader, long-term strategic natural gas infrastructure plattorm to supplement 
and complement its existing natural gas pipeline investments and regulated 
natural gas business in the Midwest. For additional information on the details of 
this transaction, including preliminary purchase price allocation and acquisition 
financing, see Item 7, Management's Discussion and Analysis of Financial 
Condition and Results of Operations (MD&A) and Note 2 to the Consolidated 
Financial Statements, ·~cquisitions and Dispositions." 

In December 2016, Duke Energy completed the sale of its Latin American 
businesses to focus on its domestic regulated electric and gas businesses, 
which was further bolstered by the acquisition of Piedmont. The sale of the 
International Energy businesses, excluding an equity method investment in 
National Methanol Company (NMC), was completed through two transactions 
including the sale of Duke Energy's Brazilian business to China Three Gorges 
and Duke Energy's remaining Central and South American businesses to I 
Squared Capital (collectively, the International Disposal Group). See Note 2 to 
the Consolidated Financial Statements, "Acquisitions and Dispositions," for 
additional information. 

The Duke Energy Registrants electronically file reports with the Securities 
and Exchange Commission (SEC), including annual reports on Form lD-K, 
quarterly reports on Form lD-0, current reports on Form 8-K, proxies and 
amendments to such reports. 
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The public may read and copy any materials the Duke Energy Registrants 
file with the SEC at the SEC's Public Reference Room at !OD F Street, NE, 
Washington, DC 2D549. The public may obtain information on the operation of 
the Public Reference Room by calling the SEC at l-8DD-SEC-D33D. 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 reports filed with the SEC, is available through Duke 
Energy's website at http://www.duke-energy.com. Such reports are accessible 
at no charge and are made available as soon as reasonably practicable after 
such material is filed with or furnished to the SEC. 

Business Segments 

The acquisition of Piedmont and sale of the International Disposal Group 
has resulted in a realigned business with three reportable operating segments 
(business segments); Electric Utilities and Infrastructure, Gas Utilities and 
Infrastructure and Commercial Renewables. The remainder of Duke Energy's 
operations is presented as Other. Duke Energy's chief operating decision-maker 
routinely reviews financial information about each of these business segments 
in deciding how to allocate resources and evaluate the pertormance of the 
business. For additional information on each of these business segments, 
including financial and geographic information, see Note 3 to the Consolidated 
Financial Statements, "Business Segments." The following sections describe the 
business and operations of each of Duke Energy's business segments, as well 
as other. 

ELECTRIC UTILITIES AND INFRASTRUCTURE 

Electric Utilities and Infrastructure conducts operations primarily 
through the regulated public utilities of Duke Energy Carolinas, Duke Energy 
Progress, Duke Energy Florida, Duke Energy Indiana and Duke Energy 
Ohio. Electric Utilities and Infrastructure provides retail electric service 
through the generation, transmission, distribution and sale of electricity 
to approximately 7.5 million customers within the Southeast and Midwest 
regions of the U.S. The service territory is approximately 95,DDD square miles 
across six states with a total estimated population of 24 million people. 
The operations include electricity sold wholesale to municipalities, electric 
cooperative utilities and other load-serving entities. Electric Utilities and 
Infrastructure is also a joint owner in certain electric transmission projects. 
Electric Utilities and Infrastructure has a 5D percent ownership interest 
in Duke-American Transmission Co. (DATC), a partnership with American 
Transmission Company, formed to design, build and operate transmission 
infrastructure. DATC owns 72 percent of the transmission service rights to 
Path 15, an 84-mile transmission line in central California. Electric Utilities 
and Infrastructure also has a 5D percent ownership interest in Pioneer 
Transmission, LLC, which builds, owns and operates electric transmission 
facilities in North America. 

The electric operations and investments in projects are subject to the 
rules and regulations of the FERG, the North Carolina Utilities Commission 
(NCUC), the Public Service Commission of South Carolina (PSCSC), the Florida 
Public Service Commission (FPSC), the Indiana Utility Regulatory Commission 
(IURC), the Public Utilities Commission of Ohio (PUCO) and the Kentucky Public 
Service Commission (KPSC). 
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The following table represents the distribution of billed sales by customer class for the year ended December 31, 2016. 

Duke Duke Duke Duke Duke 
Energy Energy Energy Energy Energy 

Carolinastal Progress!al Florida1bl Ohio!el lndiana!d) 

Residential 32% 26% 50% 35% 26% 

General service 33% 23% 38% 38% 24% 

Industrial 25°/o 15% 8% 24% 31% 

Total retail sales 90% 64% 96% 97% 81% 

Wholesale and other sales 10% 36% 4% 3% 19'Yo 
Total sales 100% 100% 100% 100% lOO'Yo 

(a) Primary general service sectors include health care, education, financial services, information technology and military buildings. Primary industrial sectors include tertiles, chemicals, rubber and plastics, paper, food and 
beverage and auto manufacturing. 

(b) Primary genera! service sectors include tourism, health care and government facilities and schools. Primary industrial sectors include phosphate rock mining and processing and citrus and other food processing. 
(cl Primary genera! service sectors Include health care, education, real estate and rental leasing, financial and insurance services, water/wastewater services and wholesale trade services. Primary industrial sectors include 

primary metals, chemicals, food and beverage and transportation. 
(dJ Primary general service sectors include retail, financial, health care and education services. Primary industrial sectors include metals, transportation, building materials, food and beverage and chemicals. 

The number of residential and general seivice customers within the Electric 
Utilities and Infrastructure seivice territory is expected to increase over time. 
While economic conditions within the seivice territory continue to improve, sales 
growth has been hampered by continued adoption of energy efficiencies and 
self-generation. The continued adoption of more efficient housing and appliances 
is expected to have a negative impact on average usage per residential customer 
over time. While residential sales increased in 2016 compared to 2015, the 
growth rate was modest when compared to historical periods. 

Seasonality and the Impact of Weather 

Revenues and costs are influenced by seasonal weather patterns. Peak sales 
of electricity occur during the summer and winter months, which results in higher 
revenue and cash flows during these periods. By contrast, lower sales of electricity 
occur during the spring and fall, allowing for scheduled plant maintenance. 
Residential and general seivice customers are more impacted by weather than 
industrial customers. Estimated weather impacts are based on actual current 
period weather compared to normal weather conditions. Normal weather conditions 
are defined as the long-term average of actual historical weather conditions. 

The estimated impact of weather on earnings is based on the temperature 
variances from a normal condition and customers' historic usage patterns. The 
methodology used to estimate the impact of weather does not consider all variables 
that may impact customer response to weather conditions such as humidity in 
the summer or wind chill in the winter. The precision of this estimate may also be 
impacted by applying long-term weather trends to shorter-term periods. 

Heating-degree days measure the variation in weather based on 
the extent the average daily temperature falls below a base temperature. 
Cooling-degree days measure the variation in weather based on the extent 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 

Electric Utilities and Infrastructure's businesses operate as the sole 
supplier of electricity within their seivice territories, with the exception of Ohio, 
which has a competitive electricity supply market for generation seivice. Electric 
Utilities and Infrastructure owns and operates facilities necessary to transmit 
and distribute electricity and, except in Ohio, to generate electricity. Seivices 
are priced by state commission approved rates designed to include the costs 
of providing these seivices and a reasonable return on invested capital. This 
regulatory policy is intended to provide safe and reliable electricity at fair prices. 
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Competition in the regulated electric distribution business is primarily 
from the development and deployment of alternative energy sources 
including on-site generation from industrial customers and distributed 
generation, such as private solar, at residential, general seivice and/or 
industrial customer sites. 

Duke Energy is not aware of any proposed legislation within any of its 
jurisdictions that would provide retail customers the right to choose their 
electricity provider or otherwise restructure or deregulate the electric industry, 
including broadly subsidizing distributed generation such as private solar. 

Although there is no pending legislation at this time, if the retail jurisdictions 
seived by Electric Utilities and Infrastructure become subject to deregulation, the 
recovery of stranded costs could become a significant consideration. Stranded costs 
primarily include the generation assets of Electric Utilities and Infrastructure whose 
value in a competitive marketplace may be less than their current book value, as 
well as above-market purchased power commitments from qualifying facilities 
(QFs). The Public Utility Regulatory Policies Act of 1978 (PURPA) established a 
new class of generating facilities as QFs, typically small power production facilities 
that generate power within a utility company's seivice territory for which the utility 
companies are legally obligated to purchase the energy at an avoided cost rate. 
Thus far, all states that have passed restructuring legislation have provided for the 
opportunity to recover a substantial portion of stranded costs. 

Electric Utilities and Infrastructure's largest stranded cost exposure is 
primarily related to Duke Energy Florida's purchased power commitments with 
QFs, under which it has future minimum expected capacity payments through 
2043 of $2.8 billion. Duke Energy Florida was obligated to enter into these 
contracts under provisions of PURPA. Duke 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. For additional information related to these purchased 
power commitments, see Note 5 to the Consolidated Financial Statements, 
"Commitments and Contingencies." 

In Ohio, Electric Utilities and Infrastructure conducts competitive auctions 
for electricity supply. The cost of energy purchased through these auctions is 
recovered from retail customers. Electric Utilities earns retail margin in Ohio 
on the transmission and distribution of electricity and not on the cost of the 
underlying energy. 

Wholesale 

Duke Energy competes with other utilities and merchant generators for 
bulk power sales, sales to municipalities and cooperatives and wholesale 
transactions under primarily cost-based contracts approved by FERG. The 
principal factors in competing for these sales are price, availability of capacity 
and power and reliability of seivice. Prices are influenced primarily by market 
conditions and fuel costs. 
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Increased competition in the wholesale electric utility industl)' and 
the availability of transmission access could affect Electric Utilities and 
Infrastructure's 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 Electric Utilities and Infrastructure to attract new customers 
and to retain existing customers. 

Energy Capacity and Resources 

Electric Utilities and Infrastructure owns approximately 49,300 megawatts 
(MW) of generation capacity. For additional information on owned generation 
facilities, see Item 2, "Properties." 

Energy and capacity are also supplied through contracts with other 
generators and purchased on the open market. Factors that could cause 
Electric Utilities and Infrastructure to purchase power for its customers 
include generating plant outages, extreme weather conditions, generation 
reliability, demand growth and price. Electric Utilities and Infrastructure 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. 

Electric Utilities and Infrastructure's generation portfolio is a balanced mix 
of energy resources having different operating characteristics and fuel sources 
designed to provide energy at the lowest possible cost to meet its obligation to 
serve retail customers. All options, including owned generation resources and 
purchased power opportunities, are continually evaluated on a real-time basis 
to select and dispatch the lowest-cost resources available to meet system load 
requirements. 

Potential Plant Retirements 

The Subsidial)' Registrants periodically file Integrated Resource Plans 
(!RP) with state regulatory commissions. The IRPs provide a view of forecasted 
energy needs over a long term (10 to 20 years) and options being considered 
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to meet those needs. Recent IRPs filed by the Subsidial)' Registrants included 
planning assumptions to potentially retire certain coal-fired generating facilities 
earlier than their current estimated useful lives, primarily because these 
facilities do not have the requisite emission control equipment to meet United 
States Environmental Protection Agency (EPA) regulations recently approved or 
proposed. 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 regulatol)' recovery for amounts that would not be otherwise 
recovered when any of these assets are retired. For additional information 
related to potential plant retirements see Note 4 to the Consolidated Financial 
Statements, "Regulatory Matters." 

On October 23, 2015, the EPA published in the Federal Register the final 
Clean Power Plan (CPP) rule that regulates carbon dioxide (C0

2
) emissions from 

existing fossil fuel-fired electric generating units (EGUs). The CPP establishes 
C0

2 
emission rates and mass cap goals that apply to existing fossil fuel-fired 

EGUs. Petitions challenging the rule have been filed by several groups. On 
Februal)' 9, 2016, the Supreme Court issued a stay of the final CPP rule, halting 
implementation of the CPP until legal challenges are resolved. States in which 
Duke Energy Registrants operate have suspended work on CPP compliance 
plans as a result of the stay. Oral arguments before 10 of the 11 judges on 
D.C. Circuit Court were heard on September 27, 2016. The court is expected to 
decide the case in early 2017. 

Compliance with CPP could cause the industry to replace coal-fired 
generation with natural gas and renewables. Costs to operate coal-fired 
generation plants continue to grow due to increasing environmental compliance 
requirements, including ash management costs unrelated to CPP, which 
may result in the retirement of coal-fired generation plants earlier than the 
current end of useful lives. If the CPP is ultimately upheld by the courts 
and implementation goes forward, the Duke Energy Registrants could incur 
increased fuel, purchased power, operation and maintenance and other costs for 
replacement generation as a result of this rule. Due to the uncertainties related 
to the implementation of the CPP, the Duke Energy Registrants cannot predict the 
outcome of these matters. 

Electric Utilities and Infrastructure relies principally on coal, nuclear fuel and natural gas for its generation of electricity. The following table lists sources of 
electricity and fuel costs for the three years ended December 31, 2016. 

Cost of Delivered Fuel per Net 
Generation b~ Source Kilowatt-hour Generated (Cents) 

2016 2015 2014 2016 2015 2014 
CoalM 27.1% 29.0% 33.5% 3.07 3.24 3.54 
Nuclear-ii 27.4% 27.0% 26.1% 0.66 0.65 0.65 
Natural gas and oil(.il 22.9% 23.1% 19.0% 3.07 3.74 4.70 

All fuels (cost-based on weighted average)Cal 77.4% 79.1% 78.6% 2.22 2.50 2.86 
Hldroelectric and solar!bl 0.7% 0.8% 0.8% 

Total generation 78.1% 79.9% 79.4% 

Purchased ~ewer and net interchange 21.9% 20.1% 20.6% 

Total sources of eners:t 100.0% 100.0% 100.0% 

{al Statistics related to all fuels reflect Electric Utilities and Infrastructure's ownership interest in jointly owned generation faciltties. 
{bl Generating figures are net of output required to replenish pumped storage facilities during off-peak periods. 

Coal 

Electric Utilities and Infrastructure meets its coal demand through a 
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 surtace. 
Electric Utilities and Infrastructure uses spot market purchases to meet coal 
requirements not met by long-term contracts. Expiration dates for its long
term contracts, which have var'1ous price adjustment provisions and market 
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re-openers, range from 2017 to 2019 for Duke Energy Carolinas, 2017 to 2019 
for Duke Energy Progress, 2017 to 2019 for Duke Energy Florida, 2017 for Duke 
Energy Ohio and 2017 to 2025 for Duke Energy Indiana. Electric Utilities and 
Infrastructure expects to renew these contracts or enter into similar contracts 
with other suppliers as existing contracts expire, though prices will fluctuate 
over time as coal markets change. Coal purchased for the Carolinas is 
primarily produced from mines in Central Appalachia, Northern Appalachia and 
the Illinois Basin. Coal purchased for Florida is primarily produced from mines 
in Colorado and the Illinois Basin. Coal purchased for Kentucky is delivered by 
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barge and is produced from mines along the Ohio River in Illinois, Ohio, West 
Virginia and Pennsylvania. Coal purchased for Indiana is primarily produced in 
Indiana and Illinois. Electric Utilities and Infrastructure has an adequate supply 
of coal under contract to meet its hedging guidelines regarding projected future 
consumption. As a result of volatility in natural gas prices and the associated 
impacts on coal-fired dispatch within the generation fleet, coal inventories 
will continue to fluctuate. Electric Utilities and Infrastructure continues to 
actively manage its portfolio and has worked with suppliers to obtain increased 
flexibility in its coal contracts. 

The current average sulfur content of coal purchased by Electric Utilities 
and Infrastructure is between 1.5 percent and 2 percent for Duke Energy 
Carolinas, between 1.5 percent and 2 percent for Duke Energy Progress, 
between I percent and 3 percent for Duke Energy Florida, between 3 percent 
and 3.5 percent for Duke Energy Ohio and between 2.5 percent and 3 percent 
for Duke Energy Indiana. Electric Utilities and Infrastructure's environmental 
controls, in combination with the use of sulfur dioxide (SO,) emission 
allowances, enable Electric Utilities and Infrastructure to satisfy current SO, 
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, 
and services to convert, enrich and fabricate fuel assemblies. 

Electric Utilities and Infrastructure has contracted for uranium materials 
and services to fuel its nuclear reactors. Uranium concentrates, conversion 
services and enrichment services are primarily met through a diversified 
portfolio of long-term supply contracts. The contracts are diversified by 
supplier, country of origin and pricing. Electric Utilities and Infrastructure 
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, Electric Utilities and Infrastructure generally sources 
these services to a single domestic supplier on a plant-by-plant basis using 
multiyear contracts. 

Electric Utilities and Infrastructure has entered into fuel contracts that 
cover 100 percent of its uranium concentrates, conversion services and 
enrichment services requirements through at least 2017 and cover fabrication 

The following table summarizes purchased power the previous three years: 

Purchase obligations and leases (in millions of megawatt~hours (MWh))!al 

Purchase capacity under contract (in MW)!b) 

(a) Represents approximately 7 percent of total system requirements for 2016 and 6 percent for 2015 and 2014. 

. . KyPSC Case .. No .. 2017-00321 
FR i6(7)(1) Attachment-Annual Report 2016 

Page 26 of 258 

services requirements for these plants through at least 2019. For future 
requirements not already covered under long-term contracts, Electric Utilities 
and Infrastructure 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. 

Natural Gas and Fuel Oil 

Natural gas and fuel oil supply for Electric Utilities and Infrastructure's 
generation fleet is purchased under standard industry agreements from 
various suppliers, including Piedmont. Natural gas supply agreements 
typically provide for a percentage of forecasted burns being procured over 
time, with varied expiration dates. Electric Utilities and Infrastructure believes 
it has access to an adequate supply of natural gas and fuel oil for the 
reasonably foreseeable future. 

Electric Utilities and Infrastructure has certain dual-fuel generating 
facilities that can operate utilizing both natural gas and fuel oil. The cost of 
Electric Utilities and Infrastructure's natural gas and fuel oil is fixed price 
or determined by published market prices as reported in certain industry 
publications, plus any transportation and freight costs. Duke Energy 
Carolinas, Duke Energy Progress, Duke Energy Florida and Duke Energy 
Indiana use derivative instruments to manage a portion of their exposure to 
price fluctuations for natural gas. 

Electric Utilities and Infrastructure has firm interstate and intrastate 
natural gas transportation agreements and storage agreements in place 
to support generation needed for load requirements. Electric Utilities and 
Infrastructure may purchase additional shorter-term gas transportation 
and utilize natural gas interruptible transportation agreements to support 
generation needed for load requirements. The Electric Utilities and 
Infrastructure natural gas plants are served by various supply zones and 
multiple pipelines. 

Purchased Power 

Electric Utilities and Infrastructure purchases a portion of its capacity 
and system requirements through purchase obligations, leases and purchase 
contracts. Electric Utilities and Infrastructure believes it can obtain adequate 
purchased power capacity to meet future system load needs. However, during 
periods of high demand, the price and availability of purchased power may be 
significantly affected. 

2016 

18 

4,588 

2015 

14.9 

4,573 

2014 

14.3 

4,500 

(bl These agreements include approximately 451 MW of firm capacity under contract by Ou~e Energy Florida with QFs. 

Inventory 

Generation of electricity is capital intensive. Electric Utilities and 
Infrastructure must maintain an adequate stock of fuel and materials and 
supplies in order to ensure continuous operation of generating facilities and 
reliable delivery to customers. As of December 31, 2016, the inventory balance 
for Electric Utilities and Infrastructure was approximately $3.4 billion. For 
additional information on inventory see Note 1 to the Consolidated Financial 
Statements, "Summary of Significant Accounting Policies." 

Ash Basin Management 

On September 20, 2014, the North Carolina Coal Ash Management Act 
of 2014 (Coal Ash AcO became law and was amended on June 24, 2015, and 
July 14, 2016. The Coal Ash Act, as amended, regulates the handling of coal 
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ash within the state and requires closure of ash impoundments by no later than 
December 31, 2029, based on risk rankings, among other detailed requirements. 
The Coal Ash Act leaves the decision on cost recovery determinations related 
to closure of coal ash surtace impoundments (ash basins or impoundments) to 
the normal ratemaking processes before utility regulatory commissions. Duke 
Energy has and will periodically submit to applicable authorities required site
specific coal ash impoundment remediation or closure plans. These plans and all 
associated permits must be approved before any work can begin. 

On April 17, 2015, the EPA published in the Federal Register a rule to 
regulate the disposal of coal combustion residuals (CCR) from electric utilities 
as solid waste. The rule classifies CCR as nonhazardous under Subtitle D of the 
Resource Conservation and Recovery Act (RCRA). The RCRA and the Coal Ash 
Act, as amended, finalized the legal framework related to coal ash management 
practices and ash basin closure. 
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Duke Energy has advanced the strategy and implementation forthe 
remediation or closure of coal ash basins. In 2Dl5, Duke Energy began 
activities at certain North Carolina sites specified as high risk by the Coal 
Ash Act, including moving coal ash off-site for use in structural fill or to lined 
landfills. Additional modifications to operating coal plants are underway to 
comply with RCRA. 

For additional information on the ash basins, see Notes 5 and 9 to the 
Consolidated Financial Statements, "Commitments and Contingencies" and 
"Asset Retirement Obligations," respectively. 

Nuclear Matters 

Duke Energy owns, wholly or partially, 11 operating nuclear reactors 
located at six stations. The Crystal River Unit 3 Nuclear Plant (Crystal River 
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Unit 3) permanently ceased operation in February 2Dl3. Nuclear insurance 
includes, nuclear liability coverage; property, decontamination and premature 
decommissioning coverage; and replacement power expense coverage. Joint 
owners reimburse Duke Energy for certain expenses associated with nuclear 
insurance in accordance with joint owner agreements. The Price-Anderson Act 
requires plant owners to provide for public nuclear liability claims resulting 
from nuclear incidents to the maximum total financial protection liability, which 
is approximately $13.4 billion. For additional information on nuclear insurance 
see Note 5 to the Consolidated Financial Statements, "Commitments and 
Contingencies." 

Duke Energy has a significant future financial commitment to dispose of 
spent nuclear fuel and decommission and decontaminate each plant safely. The 
NCUC, PSCSC and FPSC require Duke Energy to update their cost estimates for 
decommissioning their nuclear plants every five years. 

The following table summarizes the fair value of nuclear decommissioning trust fund (NDTF) balances and cost study results for Duke Energy Carolinas, Duke 
Energy Progress and Duke Energy Florida. 

NDTf(al 

Decommissioning Year of 
(in millions) December 31, 2016 December 31, 2015 Costslll!bl Cost Study 
Duke Energy $ 6,205 $ 5,825 $ 8,150 2013 and 2014 
Duke Energy Carolinas 3,273 3,050 3,420 2013 
Duke Energy Progress 2,217 2,035 3,550 2014 
Duke EnerID'. FloridalcJ 715 740 1,180 2Dl3 
(a) Amounts for Progress Energy equal the sum of Duke Energy Progress and Duke Energy Florida. 
(b) Amounts include the Subsidiary Registrants' ownership interest in jointly owned reactors. other joint owners are responsible for decommissioning costs related to their interest in lhe reactors. 
(cl Ou~e Energy Florida received reimbursements form the NOTF for costs related to ongoing decommissioning activity of Crystal River Unit J during2016. 

The NCUC, PSCSC, FPSC and FERG have allowed Electric Utilities and 
Infrastructure to recover estimated decommissioning costs through retail and 
wholesale rates over the expected remaining s01vice periods of their nuclear 
stations. Electric Utilities and Infrastructure believes the decommissioning costs 
being recovered through rates, when coupled with the existing fund balance 
and expected fund earnings, will be sufficient to provide for the cost of future 
decommissioning; For additional information, see Note 9 to the Consolidated 
Financial Statements, ·~sset Retirement Obligations." 

The Nuclear Waste Policy Act of 1982 (as amended) (NWPA) provides 
the framework for development by the federal government of interim storage 
and permanent disposal facilities for high-level radioactive waste materials. 
The NWPA promotes increased usage of interim storage of spent nuclear fuel 
at existing nuclear plants. Electric Utilities and Infrastructure 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 a facility for the permanent disposal of 
spent nuclear fuel and high-level radioactive waste. Delays have occurred in the 
DOE's proposed permanent repository to be located at Yucca Mountain, Nevada. 
At this time, DOE's focus is on developing consolidated storage for commercial 
spent nuclear fuel at one or more central sites rather than at a permanent 
repository. 

Until the DOE begins to accept the spent nuclear fuel, Duke Energy 
Carolinas, Duke Energy Progress and Duke Energy Florida will continue to safely 
manage their spent nuclear fuel. Under current regulatory guidelines, Shearon 
Harris Nuclear Plant (Harris) has sufficient storage capacity in its spent fuel 
pools through the expiration of its renewed operating license. Crystal River Unit 
3 was retired in 2Dl3 and placed in SAFSTOR prior to final decommissioning. 
The spent fuel is currently stored in the spent fuel pool. An independent spent 
fuel storage installation will be installed to accommodate storage of all the 
spent nuclear fuel until the DOE accepts the spent nuclear fuel. With certain 
modifications and approvals by the U.S. Nuclear Regulatory Commission (NRC) 
to expand the on-site dry cask storage facilities, spent nuclear fuel dry storage 
facilities will be sufficient to provide storage space of spent fuel through the 
expiration of the operating licenses, including any license renewals, for the 
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Brunswick Nuclear Plant (Brunswick), Catawba Nuclear Station (Catawba), 
McGuire Nuclear Station (McGuire), Oconee Nuclear Station (Oconee) and 
Robinson Nuclear Plant (Robinson). 

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 atthe end of their licensed lives 
and requirements relating to nuclear insurance. 

Electric Utilities and Infrastructure is subject to the jurisdiction of the NRC 
for the design, construction and operation of its nuclear generating facilities. 
The following table includes the current year of expiration of nuclear operating 
licenses for nuclear stations in operation. Nuclear operating licenses are 
potentially subject to extension. 

Unit Year of Expiration 

Duke Energy Carolinas 

Catawba Unit 1 & 2 2043 
McGuire Unit I 2041 
McGuire Unit 2 2043 
Oconee Unit 1 & 2 2033 
Oconee Unit 3 2034 
Duke Energy Progress 

Brunswick Unit 1 2036 
Brunswick Unit 2 2034 
Harris 2046 
Robinson 2030 

Duke Energy Florida has requested the NRC to terminate the Crystal River 
Unit 3 operating license as Crystal River Unit 3 permanently ceased operation 
in February 2Dl3. For additional information on decommissioning activity, see 
Note 4 to the Consolidated Financial Statements, "Regulatory Matters." 
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On October 27, 2016, and December 15, 2016, the NRC issued combined 
operating licenses for Duke Energy Florida's proposed Le')' Nuclear Plant Units 
1 and 2 (le')') and Duke Energy Carolinas' William States Lee Ill Nuclear Station 
Units 1 and 2, respectively. For additional information on these proposed nuclear 
plants, see Note 4 to the Consolidated Financial Statements, "Regulatory Matters." 

The NRC issues orders with regard to security at nuclear plants in 
response to new or emerging threats. The most recent orders include additional 
restrictions on nuclear plant access, increased security measures at nuclear 
facilities and closer coordination with intelligence, military, law enforcement 
and emergency response functions at the federal, state and local levels. As the 
NRC, other governmental entities and the industry continue to consider security 
issues, 'it is possible that more extensive security plans could be requ'1red. 

Regulation 

State 

The NCUC, PSCSC, FPSC, PUCO, IURC and KPSC (collectively, the state 
electric utility commissions) approve rates for Duke Energy's retail electric 
service within their respective states. The state electric utility commissions, 
to varying degrees, have authority over the construction and operation of 
Electric Utilities and Infrastructure's generating facilities. Certificates of Public 
Convenience and Necessity issued by the state electric utility commissions, 
as applicable, authorize Electric Utilities and Infrastructure to construct and 
operate its electric facilities and to sell electricity to retail and wholesale 
customers. Prior approval from the relevant state electric utility commission 
is required for the entities within Electric Utilities and Infrastructure to issue 
securities. The underlying concept of utility ratemaking is to set rates at a level 
that allows the utility to collect revenues equal to its cost of providing service 
plus earn a reasonable rate of return on its invested capital, including equity. 

In addition to rates approved in base rate cases, each of the state electric 
utility commissions allow 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. 

Fuel, fuel-related costs and certain purchased power costs are eligible 
for recovery by Electric Utilities and Infrastructure. Electric Utilities and 
Infrastructure uses coal, hydroelectric, natural gas, oil, renewable generation 
and nuclear fuel to generate electricity, thereby maintaining a 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 
Electric Utilities and Infrastructure, unless a commission finds a portion of such 
costs to have been imprudent. However, delays between the expenditure for fuel 
costs and recovery from customers can adversely impact the timing of cash 
flows of Electric Utilities and Infrastructure. 

On December 8, 2016, the PSCSC approved Duke Energy Progress' 2016 
South Carolina rate case authorizing an increase of approximately $56 million 
in revenues over a two-year period. An increase of approximately $38 million 
in revenues was effective January 1, 2017, and an additional increase of 
approximately $18.5 million in revenues will be effective January 1, 2018. 
Duke Energy Progress will amortize approximately $18.5 million from the cost 
of removal reserve in 2017. Other terms include a rate of return on equity of 
10.1 percent. recovery of coal ash costs incurred from January 1, 2015, through 
June 30, 2016, over a 15-year period and ongoing deferral of allocated ash basin 
closure costs from July 1, 2016, until the next base rate case. This represents the 
only base rate case approved and effective in the past three years. 

For more information on rate matters and other regulatory proceedings, 
see Note 4 to the Consolidated Financial Statements, "Regulatory Matters." 

Federal 

The FERC approves Electric Utilities and Infrastructure's cost-based 
rates for electric sales to certain power and transmission wholesale customers. 
Regulations of FERC and the state electric utility commissions govern access to 
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regulated electric and other data by nonregulated entities and services provided 
between regulated and nonregulated energy affiliates. These regulations affect 
the activities of nonregulated affiliates with Electric Utilities and Infrastructure. 

Regional Transmission Organizations (RTO). PJM Interconnection, 
LLC (PJM) and Midcontinent Independent System Operator, Inc. (MISO) are 
the Independent System Operators (ISO) and FERG-approved RTOs for the 
regions in which Duke Energy Ohio and Duke Energy Indiana operate. PJM and 
MISO operate energy, capacity and other markets, and control the day-to-day 
operations of bulk power systems through central dispatch. 

Duke Energy Ohio is a member of PJM and Duke Energy Indiana is a 
member of MISO. Transmission owners in these RTOs have turned over control 
of their transmission facilities and their transmission systems are currently 
under the dispatch control of the RTOs. Transmission service is provided 
on a regionwide, open-access basis using the transmission facilities of the 
RTO members at rates based on the costs of transmission service. 

Environmental. Electric Utilities and Infrastructure is subject to the 
jurisdiction of the EPA and state and local environmental agencies. For a 
discussion of environmental regulation, see "Environmental Matters" in this 
section. See "Other Matters" section of MD&A for a 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 
Energy's operations. 

GAS UTILITIES AND INFRASTRUCTURE 

Gas Utilities and Infrastructure conducts natural gas operations primarily 
through the regulated public utilities of Piedmont and Duke Energy Ohio. The 
natural gas operations are subject to the rules and regulations of the NCUC, 
PSCSC, PUCO, KPSC, Tennessee Regulatory Authority (TRA) and the FERC. Gas 
Utilities and Infrastructure serves residential, commercial, industrial and power 
generation natural gas customers. Gas Utilities and Infrastructure has over 
1.5 million customers, including more than 1 million customers located in North 
Carolina, South Carolina and Tennessee, and an additional 529,000 customers 
located within southwestern Ohio and northern Kentucky. In the Carolinas, Ohio 
and Kentucky, the service areas are comprised of numerous cities, towns and 
communities. In Tennessee, the service area is the metropolitan area of Nashville. 

The number of residential, commercial and industrial customers within the 
Gas Utilities and Infrastructure service territory is expected to increase over time. 
Average usage per residential customer is expected to remain flat or decline for 
the foreseeable future, however decoupled rates in North Carolina and various 
rate design mechanisms in other jurisdictions to partially mitigate the impact 
of the declining usage per customer trend on overall profitability. While total 
industrial and general service sales increased in 2016 when compared to 2015, 
the growth rate was modest when compared to historical periods. 

Gas Utilities and Infrastructure also owns, operates and has investments 
in various pipeline transmission and natural gas storage facilities. 

Natural Gas for Retail Distribution 

Gas Utilities and Infrastructure is responsible for the distribution of 
natural gas to retail customers in its North Carolina, South Carolina, Tennessee, 
Ohio and Kentucky service territories. Gas Utilities and Infrastructure's natural 
gas procurement strategy is to contract primarily with major and independent 
producers and marketers for gas supply. It also purchases a diverse portfolio 
of transportation and storage service from interstate pipelines. This strategy 
allows Gas Utilities and Infrastructure to assure reliable natural gas supply and 
transportation for its firm customers during peak winter conditions. When firm 
pipeline services or contracted gas supplies are temporarily not needed due to 
market demand fluctuations, Gas Utilities and Infrastructure may release these 
services and supplies in the secondary market under FERG-approved capacity 
release provisions or make wholesale secondary market sales. In 2016, firm 
supply purchase commitment agreements provided approximately 86 percent of 
the natural gas supply for Piedmont and 53 percent for Ouke Energy Ohio. 
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Seasonality and the Impact of Weather 

Gas Utilities and Infrastructure's costs and revenues are influenced by 
seasonal patterns due to peak natural gas sales occurring during the winter 
months. Residential customers are the most impacted by weather. There are 
certain regulatory mechanisms for the North Carolina, South Carolina and 
Tennessee service territories that normalize the margins collected from certain 
customer classes during the winter, providing for an adjustment either up or 
down. In North Carolina, rate design provides protection from both weather 
and other usage variations such as conservation, while South Carolina and 
Tennessee revenues are adjusted solely based on weather. Rate design for 
the Ohio service territory also mitigates the impacts of weather on customer 
bills. Estimated weather impacts are based on actual current period weather 
compared to normal weather conditions. Normal weather conditions are defined 
as the long-term average of actual historical weather conditions. 

Degree-day data are used to estimate energy required to maintain 
comfortable indoor temperatures based on each day's average temperature. 
Heating-degree days measure the variation in weather based on the extent the 
average daily temperature falls below a base temperature. The methodology 
used to estimate the applicable impact of weather does not consider all 
variables that may impact customer response to weather conditions, such as 
wind chill. The precision of this estimate may also be impacted by applying 
long-term weather trends to shorter-term periods. 

Competition 

Gas Utilities and Infrastructure's businesses operate as the sole supplier 
of natural gas within their retail service territories, with the exception of Ohio, 
which has a competitive natural gas supply market for distribution service. Gas 
Utilities and Infrastructure owns and operates facilities necessary to transport 
and distribute natural gas. Gas Utilities and Infrastructure earns retail margin 
on the transmission and distribution of natural gas and not on the cost of the 
underlying commodity. Services are priced by state commission approved rates 
designed to include the costs of providing these services and a reasonable 
return on invested capital. This regulatory policy is intended to provide safe and 
reliable natural gas at fair prices. 

In residential, commercial and industrial customer markets, natural 
gas distribution operations compete with other companies that supply energy, 
primarily electric companies, propane and fuel oil dealers, renewable energy 
providers and coal companies in relation to sources of energy for electric power 
plants, as well as nuclear energy. A significant competitive factor is price. Gas 
Utilities and Infrastructure's primary product competition is with electricity 
for heating, water heating and cooking. Increases in the price of natural gas 
or decreases in the price of other energy sources could negatively impact 
competitive position by decreasing the price benefits of natural gas to the 
consumer. In the case of industrial customers, such as manufacturing plants, 
adverse economic or market conditions, including higher gas costs, could cause 
these customers to suspend business operations or to use alternative sources 
of energy in favor of energy sources with lower per-unit costs. 

Higher gas costs or decreases in the price of other energy sources may 
allow competition from alternative energy sources for applications that have 
traditionally used natural gas, encouraging some customers to move away 
from natural gas-fired equipment to equipment fueled by other energy sources. 
Competition between natural gas and other forms of energy is also based 
on efficiency, performance, reliability, safety and other non-price factors. 
Technological improvements in other energy sources and events that impair 
the public perception of the non-price attributes of natural gas could erode 
our competitive advantage. These factors in turn could decrease the demand 
for natural gas, impair our ability to attract new customers and cause existing 
customers to switch to other forms of energy or to bypass our systems in favor 
of alternative competitive sources. This could result in slow or no customer 
growth and could cause customers to reduce or cease using our product, 
thereby reducing our ability to make capital expenditures and otherwise grow 
our business and adversely affecting our earnings. 

12 

. KyPSC Case.No. 2017-.00321 
Fil 16(7)(1) Attachment-Annual Report 2016 

Page 29 of 258 

Pipeline and Storage Investments 

Duke Energy, through its Gas Utilities and Infrastructure segment, is a 
47 percent equity member of Atlantic Coast Pipeline, LLC (ACP) that plans 
to build and own the proposed Atlantic Coast Pipeline (ACP Pipeline), an 
approximately 600-mile interstate natural gas pipeline. Prior to the Piedmont 
acquisition, Duke Energy owned a 40 percent equity ownership in ACP. The 
pipeline is intended to transport diverse gas supplies into southeastern markets. 
Duke Energy Carolinas, Duke Energy Progress and Piedmont, among others, will 
be customers of the pipeline. The estimated in-service date of the pipeline is in 
the second half of 2019. 

Gas Utilities and Infrastructure also has a 7.5 percent equity ownership 
interest in Sabal Trail Transmission, LLC (Sabal Trail). Sabal Trail is a joint 
venture that is constructing a 515-mile natural gas pipeline (Sabal Trail 
pipeline) to transport natural gas to Florida. The Sabal Trail pipeline has received 
regulatory approvals and initiated construction of the pipeline with an expected 
in-service date in mid-2017. The Sabal Trail pipeline will traverse Alabama, 
Georgia and Florida. 

As a result of the Piedmont acquisition, Duke Energy, through its Gas 
Utilities and Infrastructure segment, has a 21.49 percent equity ownership 
interest in Cardinal Pipeline Company, LLC (Cardinal), an intrastate pipeline 
located in North Carolina regulated by the NCUC, and a 24 percent equity 
ownership interest in Constitution Pipeline Company, LLC (Constitution), an 
interstate pipeline development company formed to develop, construct, own 
and operate a 124-mile natural gas pipeline and related facilities connecting 
shale natural gas supplies and gathering systems in Susquehanna County, 
Pennsylvania, to Iroquois Gas Transmission and Tennessee Gas Pipeline 
systems in New York, regulated by the FERG. 

Duke Energy, as a result of the Piedmont acquisition, also has a 
45 percent equity ownership in Pine Needle LNG Company, LLC (Pine Needle), 
an interstate liquefied natural gas storage facility located in North Carolina and 
a 50 percent equity ownership interest in Hardy Storage Company, LLC (Hardy 
Storage), an underground interstate natural gas storage facility located in Hardy 
and Hampshire counties in West Virginia, both regulated by the FERG. 

KO Transmission Company (KO Transmission), a wholly owned subsidiary 
of Duke Energy Ohio, is an interstate pipeline company engaged in the business 
of transporting natural gas and is subject to the rules and regulations of FERG. 
KO Transmission's 90-mile pipeline supplies natural gas to Duke Energy Ohio 
and interconnects with the Columbia Gulf Transmission pipeline and Tennessee 
Gas Pipeline. An approximately 7D-mile portion of KO Transmission's pipeline 
facilities is co-owned by Columbia Gas Transmission Corporation. 

See Notes 4, 12 and 17 to the Consolidated Financial Statements, 
"Regulatory Matters," "Investments in Unconsolidated Affiliates" and "Variable 
Interest Entities," respectively, for further information on Duke Energy's pipeline 
investments. 

Inventory 

Gas Utilities and Infrastructure must maintain adequate natural gas 
inventory in order to provide reliable delivery to customers. As of December 31, 
2016, the inventory balance for Gas Utilities and Infrastructure was 
$108 million. For more information on inventory, see Note 1 to the Consolidated 
Financial Statements, "Summary of Significant Accounting Policies." 

Regulation 

State 

The NCUC, PSCSC, PUCO, TRA and KPSC (collectively, the state gas 
utility commissions) approve rates for Duke Energy's retail natural gas service 
within their respective states. The state gas utility commissions, to varying 
degrees, have authority over the construction and operation of Gas Utilities 
and Infrastructure's natural gas distribution facilities. Certificates of Public 
Convenience and Necessity or Certrricates of Environmental Compatibility 
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and Public Necessity issued by the state gas utility commissions or other 
government agencies, as applicable, authorize Gas Utilities and Infrastructure 
to construct and operate its natural gas distribution facilities and to sell natural 
gas to retail and wholesale customers. Prior approval from the relevant state 
gas utility commission is required tor Gas Utilities and Infrastructure to issue 
securities. The underlying concept of utility ratemaking is to set rates at a level 
that allows the utility to collect revenues equal to its cost of providing service 
plus a reasonable rate of return on its invested capital, including equity. 

In addition to amounts collected from customers though approved base 
rates, each of the state gas utility commissions allow recovery of certain costs 
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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. 

Natural gas costs are eligible for recovery by Gas Utilities and 
Infrastructure. Due to the associated regulatory treatment and the method 
allowed for recovery, changes in natural gas costs from year to year have no 
material impact on operating results of Gas Utilities and Infrastructure, unless 
a commission finds a portion of such costs to have not been prudent. However, 
delays between the expenditure for natural gas and recovery from customers 
can adversely impact the timing of cash flows of Gas Utilities and Infrastructure. 

The following table summarizes certain components underlying recently approved and effective base rates during 2016. 

Annual Equity 
Increase Return on Component of 

(in millions) Egui!): Ca~ital Structure Effective Date 
Piedmont 2013 North Carolina Rate Case $ 31 10.0% 50.7% Janua~ 2014 
Piedmont 2016 South Garo!ina Rate Stabilization Adjustment Filin~al 8 10.2% 53.0% November 2016 
(al Under the rate stabilization adjustment mechanism, Piedmont resets rates in South Carolina based on updated costs and revenues on an annual basis. 

Gas Utilities and Infrastructure has integrity management rider (IMR) mechanisms in North Carolina and Tennessee designed to separately track and recover 
certain costs associated with capital investments incurred to comply with federal pipeline safety and integrity programs, as well as additional state safety and 
integrity requirements in Tennessee. The following table summarizes information related to recently approved IMR filings. 

(in millions) 
Piedmont 2016 IMR Filing- North Carolina" 
Piedmont 2016 IMR Filing- Tennessee!bl(cJ 

(a) cumulative investment amounts through September 30, 2016. 
(bl Cumulative investment amounts through October 31, 2015. 

Cumulative 
Investment 

$ 513 
173 

Annual Margin 
Revenues 
$ 56 

21 

Effective 
Date 

December 2016 
January 2016 

[cl In November 2016, Piedmont filed a petition wilh the TRA seeking authoritj to collect an additional $1.7 million in annual margin revenue effective January 2017 based on approximately $20 million of capital investments over the 
12-month period ending October 31, 2016. A ruling from the TRA is pending. 

For more information on rate matters and other regulatory proceedings, 
see Note 4 to the Consolidated Financial Statements, "Regulatory Matters." 

Federal 

Gas Utilities and Infrastructure is subject to various federal regulations, 
including regulations that are particular to the natural gas industry. These 
federal regulations include but are not limited to the following, 

• Regulations of the FERG affect the certification and siting of new 
interstate natural gas pipeline projects, the purchase and sale of, 
the prices paid for, and the terms and conditions of service tor the 
interstate transportation and storage of natural gas. 

• Regulations of the U.S. Department of Transportation affect the design, 
construction, operation, maintenance, integrity, safety and security of 
natural gas distribution and transmission systems. 

• Regulations of the EPA relate to the environment including proposed 
air emissions regulations that would expand to include emissions 
of methane. For a discussion of environmental regulation, see 
"Environmental Matters" in this section. Refer to "Other Matters" 
section of Management's Discussion and Analysis of financial 
Condition and Results of Operations for a discussion about potential 
Global Climate Change legislation and other EPA regulations under 
development and the potential impacts such legislation and regulation 
could have on Ouke Energy's operations. 

Regulations of FERG and the state gas utility commissions govern 
access to regulated natural gas and other data by nonregulated entities and 
services provided between regulated and nonregulated energy affiliates. These 
regulations affect the activities of nonregulated affiliates with Gas Utilities 
and Infrastructure. 
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COMMERCIAL RENEWABLES 

Commercial Renewables primarily acquires, builds, develops and operates 
wind and solar renewable generation throughout the continental U.S. The portfolio 
includes nonregulated renewable energy and energy storage businesses. 

Commercial Renewables' renewable energy includes utility-scale wind 
and solar generation assets, which total 2,900 MW across 14 states from 21 
wind farms and 63 commercial solar farms. Revenues are primarily generated 
by selling the power produced from renewable generation through long-term 
contracts to utilities, electric cooperatives, municipalities and commercial and 
industrial customers. In most instances, these customers have obligations 
under state-mandated renewable energy portfolio standards or similar state or 
local renewable energy goals. Energy and renewable energy credits generated by 
wind and solar projects are generally sold at contractual prices. In addition, as 
eligible wind and solar projects are placed in service, Commercial Renewables 
recognizes either investment tax credits (ITC) when the renewable project 
achieves commercial availability or production tax credits (PTC) as power is 
generated by the project over 10 years. Renewable ITC are recognized over the 
useful life of the asset with the benefit of the tax basis adjustment due to the 
ITC recognized in income in the year of commercial availability. 

As part of its growth strategy, Commercial Renewables has expanded its 
investment portfolio through the addition of distributed solar companies and 
projects, energy storage systems and energy management solutions specifically 
tailored to commercial businesses. These investments include the 2015 
acquisition of REC Solar Corp., a California-based provider of solar installations 
for retail, manufacturing, agriculture, technology, government and nonprofit 
customers across the U.S. and Phoenix Energy Technologies Inc., a California
based provider of enterprise energy management and information software to 
commercial businesses. 

for additional information on Commercial Renewables' generation 
facilities, see Item 2, "Properties." 
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Commercial Renewables is subject to regulation at the federal level, 
primarily from the FERC. Regulations of the FERC govern access to regulated 
market information by nonregulated entities and services provided between 
regulated and nonregulated utilities. 

Bison is a wholly owned captive insurance subsidiary of Duke Energy with 
principal activities that include the indemnification of various business risks 
and losses, such as property, workers' compensation and general liability of 
Duke Energy subsidiaries and affiliates. 

NMC is a joint venture that operates in Jubail, Saudi Arabia as a large 
regional producer of methanol and methyl tertiary butyl ether (MTBE), an 
additive to gasoline. Duke Energy has an effective economic ownership 
interest in NMC of 25 percent and records aciivity of the investment using Market Environment and Competition 

The market price of commodities and services, along with the quality 
and reliability of services provided, drive competition in the wholesale 
energy business. Commercial Renewables' main competitors include other 
nonregulated generators and wholesale power providers. 

the equity method of accounting. Upon the successful startup of NMC's 
polyacetal production facility, which is expected to occur in the second quarter 
of 2017, Duke Energy's economic ownership interest in NMC will decrease 
to 17.5 percent while Duke Energy will retain 25 percent of the NMC's board 
representation and voting rights. 

Sources of Electricity 
Regulation 

Commercial Renewables relies on wind and solar resources for its 
generation of electric energy. Certain entities within Other are subject to the jurisdiction of federal, state 

and local agencies. 

OTHER 

The remainder of Duke Energy's operations is presented as Other. While 
Employees 

On December 31, 2016, Duke Energy had a total of 28,798 employees 
on its payroll. The total includes 5,509 employees who are represented by 
labor unions under various collective bargaining agreements that generally 
cover wages, benefits, working practices, and other terms and conditions of 
employment. 

it is not an operating segment, Other primarily includes unallocated corporate 
interest expense, certain unallocated corporate costs, Bison Insurance Company 
Limited (Bison), contributions to the Duke Energy Foundation, Duke Energy's 25 
percent equity interest in NMC and immaterial investments in businesses Duke 
Energy has retained from previous divestitures that are no longer part of its 
current operating segments. 

Executive Officers of the Registrants 

The following table sets forth the individuals who currently serve as executive officers. Executive officers serve until their successors are duly elected or appointed. 

Name 

Lynn J. Good 

Steven K. Young 

Douglas F Esamann 

Lloyd M. Yates 

Dhiaa M. Jamil 

Franklin H. Yoho 

Julia S. Janson 

Melissa H. Anderson 

William E. Currens Jr. 

Age!11 

57 

58 

59 

56 

Current and Recent Positions Held 

Chairman, President and Chief Executive Officer. Ms. Good was elected as Chairman of the Board, effective January 1, 2016, and assumed 
her position as President and Chief Executive Officer in July 2013. Prior to that, she served as Executive Vice President and Chief Financial 
Officer since 2009. 

Executive Vice President and Chief Financial Officer. Mr. Young assumed his current position in August 2013. Prior to that, he had served as 
Senior Vice President, Chief Accounting Officer and Controller since April 2006. 

Executive Vice President, Energy Solutions and President, Midwest and Florida Regions. Mr. Esamann assumed his current position in 
September 2016 and was Executive Vice President and President, Midwest and Florida Regions since June 2015. Prior to that, he was President, 
Duke Energy Indiana since November2010. 

Executive Vice President, Customer and Delivery Operations and President, Carolinas Region. Mr. Yates assumed his current position in 
September 2016 and was Executive Vice President, Market Solutions and President, Carolinas Region since August 2D14. He held the position 
of Executive Vice President, Regulated Utilities from December 2Dl2 to August 2014, and prior to that, had served as Executive Vice President, 
Customer Operations since July 2Dl2, upon the merger of Duke Energy and Progress Energy. Prior to the merger, Mr. Yates was President and 
Chief Executive Officer of Progress Energy Carolinas, Inc., which is now known as Duke Energy Progress, LLC since Ju!y 2D07. 

60 Executive Vice President and Chief Operating Officer. Mr. Jamil assumed the role of Chief Operating Officer in May 2Dl6. Prior to his current 
position, he had held the title Executive Vice President and President, Regulated Generation and Transmission since June 2015. Prior to that, 
he had served as Executive Vice President and President, Regulated Generation since August 2014. He served as Executive Vice President and 
President of Duke Energy Nuclear from March 2013 to August 2014, and Chief Nuclear Officer from Februa~ 2008 to Februa~ 2013. He also 
served as Chief Generation Officer for Dllke Energy from July 2009 to June 2012. 

57 Executive Vice President and Presiden~ Natural Gas. Mr. Yoho assumed his current position in October 2016 upon the acquisition of 
Piedmont by Ouke Energy. Prior to this appointment, he served as Senior Vice President and Chief Commercial Officer of Piedmont since August 
2011. Prior to that, he served as Senior Vice President, Commercial Operations since March 2002. 

52 Executive Vice President, Chief Legal Officer and Corporate Secretary. Ms. Janson assumed her current position in December 2012 and, 
in February 2016, assumed the interim responsibilities for the External Affairs and strategic Policy organization. Prior to that, she had held the 
position of President of Duke Energy Ohio and Duke Energy Kentucky since 2008. 

52 Executive Vice President, Administration and Chief Human Resources Officer: Ms. Anderson assumed her position in May 2016 and had 
been Executive Vice President and Chief Human Resources Officer since January 2015. Prior to joining Duke Energy, she served as Senior Vice 
President of Human Resources at Domtar Inc. since 2010. 

47 Senior Vice President, Chief Accounting Officer and Controller. Mr. Currens assumed his current position in May 2016. Prior to that, he had 
held the position of Vice President, Investor Relations since 2008. 

(al The ages of the officers provided are as of December 31, 2016. 
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There are no family relationships between any of the executive officers, 
nor any arrangement or understanding between any executive officer and any 
other person involved in officer selection. 

Environmental Matters 

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

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

• The Clean Water Act (CWA), which requires permits for facilities that 
discharge wastewaters into navigable waters. 

• The Comprehensive Environmental Response, Compensation and 
liability Act, which can require any individual or entity that currently 
owns or in the past owned or operated a disposal site, as well as 
transporters or generators of hazardous substances sent to a disposal 
site, to share in remediation costs. 

• The National Environmental Policy Act, which requires federal agencies 
to consider potential environmental impacts in their permitting and 
licensing decisions, including siting approvals. 

• Coal Ash Act, as amended, which establishes requirements regarding 
the use and closure of existing ash basins, the disposal of ash at active 
coal plants and the handling of surtace and groundwater water impacts 
from ash basins in North Carolina. 

• RCRA, which creates the framework for the proper management 
of hazardous and nonhazardous solid waste, classifies CCR as 
nonhazardous waste and establishes requirements regarding 
landfill design and management and monitoring of CCR, including 
ash basins. 

• The Solid Waste Disposal Act, as amended by the RCRA, which requires 
certain solid wastes, including hazardous wastes, to be managed 
pursuant to a comprehensive regulatory oversight program. 

For more information on environmental matters, see Notes 5 and 9 to 
the Consolidated Financial Statements, "Commitments and Contingencies -
Environmental" and ·~sset Retirement Obligations," respectively, and the "Other 
Matters" section of MD&A. Except as otherwise described in these sections, 
costs to comply with current federal, state and local provisions regulating the 
discharge of materials into the environment or other potential costs related to 
protecting the environment are incorporated into the routine cost structure of 
our various business segments and are not expected to have a material adverse 
effect on the competitive position, consolidated results of operations, cash flows 
or financial position of the Duke Energy Registrants. 

The "Other Matters" section of MD&A includes an estimate of future 
capital expenditures required to comply with environmental regulations and a 
discussion of Global Climate Change including the potential impact of current and 
future legislation related to greenhouse gas (GHG) emissions on the Duke Energy 
Registrants' operations. Recently passed and potential future environmental 
statutes and regulations could have a significant impact on the Duke Energy 
Registrants' results of operations, cash flows or financial position. However, if and 
when such statutes and regulations become effective, the Duke Energy Registrants 
will seek appropriate regulatory recovery of costs to comply within its regulated 
operations. 
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DUKE ENERGY CAROLINAS 

Duke Energy Carolinas is a regulated public utility primarily engaged in 
the generation, transmission, distribution and sale of electricity in portions of 
North Carolina and South Carolina. Duke Energy Carolinas' service area covers 
approximate~ 24,000 square miles and supplies electric service to 2.5 million 
residential, commercial and industnal customers. For information about Duke Energy 
Carolinas' generating facilities, see Item 2, "Properties." Duke Energy Carolinas is 
subject to the regulatory provisions of the NCUC, PSCSC, NRC and FERC. 

Substantially all of Duke Energy Carolinas' operations are regulated 
and qualify for regulatory accounting. Duke Energy Carolinas operates one 
reportable business segment, Electric Utilities and Infrastructure. For additional 
information regarding this business segment, including financial information, 
see Note 3 to the Consolidated Financial Statements, "Business Segments." 

PROGRESS ENERGY 

Progress Energy is a public utility holding company primarily engaged in 
the regulated electric utility business and is subject to regulation by the FERC. 
Progress Energy conducts operations through its wholly owned subsidiaries, 
Duke Energy Progress and Duke Energy Florida. When discussing Progress 
Energy's financial information, it necessarily includes the results of Duke Energy 
Progress and Duke Energy Florida. 

Substantially all of Progress Energy's operations are regulated and qualify 
for regulatory accounting. Progress Energy operates one reportable business 
segment, Electric Utilities and Infrastructure. For additional information 
regarding this business segment, including financial information, see Note 3 to 
the Consolidated Financial Statements, "Business Segments." 

DUKE ENERGY PROGRESS 

Duke Energy Progress is a regulated public utility primarily engaged in 
the generation, transmission, distribution and sale of electricity in portions 
of North Carolina and South Carolina. Duke Energy Progress' service area 
covers approximately 32,000 square miles and supplies electric service to 
approximately 1.5 million residential, commercial and industrial customers. 
For information about Duke Energy Progress' generating facilities, see Item 2, 
"Properties." Duke Energy Progress is subject to the regulatory provisions of the 
NCUC, PSCSC, NRC and FERC. 

Substantially all of Duke Energy Progress' operations are regulated 
and qualify for regulatory accounting. Duke Energy Progress operates one 
reportable business segment, Electric Utilities and Infrastructure. For additional 
information regarding this business segment, including financial information, 
see Note 3 to the Consolidated Financial Statements, "Business Segments." 

DUKE ENERGY FLORIDA 

Duke Energy Florida is a regulated public utility primarily engaged in 
the generation, transmission, distribution and sale of electricity in portions of 
Florida. Duke Energy Florida's service area covers approximately 13,000 square 
miles and supplies electric service to approximately 1.8 million residential, 
commercial and industrial customers. For information about Duke Energy 
Florida's generating facilities, see Item 2, "Properties." Duke Energy Florida is 
subject to the regulatory provisions of the FPSC, NRC and FERC. 

Substantially all of Duke Energy Florida's operations are regulated and 
qualify for regulatory accounting. Duke Energy Florida operates one reportable 
business segment, Electric Utilities and Infrastructure. For additional 
information regarding this business segment, including financial information, 
see Note 3 to the Consolidated Financial Statements, "Business Segments." 
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DUKE ENERGY OHIO 

Duke Energy Ohio is a regulated public utility primarily engaged in the 
transmission and distribution of electricity in portions of Ohio and Kentucky, 
in the generation and sale of electricity in portions of Kentucky and the 
transportation and sale of natural gas in portions of Ohio and Kentucky. Duke 
Energy Ohio also conducts competitive auctions for retail electricity supply in 
Ohio whereby recovel)' of the energy price is from retail customers. Operations 
in Kentucky are conducted through its wholly owned subsidial)', Duke Energy 
Kentucky, Inc. (Duke Energy Kentucky). References herein to Duke Energy Ohio 
include Duke Energy Ohio and its subsidiaries, unless otherwise noted. Duke 
Energy Ohio is subject to the regulatol)' provisions of the PUCO, KPSC and FERC. 

Duke Energy Ohio's service area covers approximately 3,000 square miles 
and supplies electric service to approximately 850,000 residential, commercial 
and industrial customers and provides transmission and distribution services 
for natural gas to approximately 529,000 customers. For information about Duke 
Energy Ohio's generating facilities, see Item 2, "Properties." 

KO Transmission, a wholly owned subsidial)' of Duke Energy Ohio, is an 
interstate pipeline company engaged in the business of transporting natural 
gas and is subject to the rules and regulations of FERC. KO Transmission's 
90-mile pipeline supplies natural gas to Duke Energy Ohio and interconnects 
with the Columbia Gulf Transmission pipeline and Tennessee Gas Pipeline. An 
approximately 70-mile portion of KO Transmission's pipeline facilities is 
co-owned by Columbia Gas Transmission Corporation. 

On April 2, 2015, Duke Energy completed the sale of its nonregulated 
Midwest generation business, which sold power into wholesale energy markets, 
to a subsidial)' of Dynegy. For further information about the sale of the Midwest 
Generation business, refer to Note 2 to the Consolidated Financial Statements, 
"Acquisitions and Dispositions." 

Substantially all of Duke Energy Ohio's operations that remain after the 
sale qualify for regulatol)' accounting. 

Business Segments 

Duke Energy Ohio has two reportable operating segments, Electric 
Utilities and Infrastructure and Gas Utilities and Infrastructure. For additional 
information on these business segments, including financial information, see 
Note 3 to the Consolidated Financial Statements, "Business Segments." 

DUKE ENERGY INDIANA 

Duke Energy Indiana is a regulated public utility primarily engaged in 
the generation, transmission, distribution and sale of electricity in portions of 
Indiana. Duke Energy Indiana's service area covers 23,000 square miles and 
supplies electric service to 820,000 residential, commercial and industrial 
customers. See Item 2, "Properties" for further discussion of Duke Energy 
Indiana's generating facilities, transmission and distribution. Duke Energy 
Indiana is subject to the regulatol)' provisions of the IURC and FERC. 

Substantially all of Duke Energy Indiana's operations are regulated 
and qualify for regulatol)' accounting. Duke Energy Indiana operates one 
reportable business segment, Electric Utilities and Infrastructure. For additional 
information regarding this business segment, including financial information, 
see Note 3 to the Consolidated Financial Statements, "Business Segments." 

ITEM lA. RISK FACTORS 

In addition to other disclosures within this Form 10-K, including 
"Management's Discussion and Analysis of Financial Condition and Results of 
Operations- Matters Impacting Future Results" for each registrant in Item 7, 
and other documents filed with the SEC from time to time, the following 
factors should be considered in evaluating Duke Energy and its subsidiaries. 
Such factors could affect actual results of operations and cause results to 
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differ substantially from those currently expected or sought. Unless otherwise 
indicated, risk factors discussed below generally relate to risks associated with 
all of the Duke Energy Registrants. Risks identified at the Subsidial)' Registrant 
level are generally applicable to Duke Energy. 

BUSINESS STRATEGY RISKS 

Duke Energy's future results could be adversely affected if it is unable to 
implement its business strategy. 

Duke Energy's future results of operations depend, in significant part, on 
the extent to which it can implement its business strategy successfully. Duke 
Energy's strategy, including transforming the customer experience, modernizing 
the energy grid, generating cleaner energy, expansion of natural gas infrastructure 
and engaging employees and stakeholders to accomplish these priorities, is 
subject to business, economic and competitive uncertainties and contingencies, 
many of which are beyond its control. As a consequence, Duke Energy may not 
be able to fully implement or realize the anticipated results of its strategy. 

REGULATORY, LEGISLATIVE AND LEGAL RISKS 

The Duke Energy Registrants' regulated utility revenues, earnings and 
results are dependent on state legislation and regulation that affect 
electric generation, electric and gas transmission, distribution and related 
activities, which may limit their ability to recover costs. 

The Duke Energy Registrants' regulated electric and natural gas utility 
businesses are regulated on a cost-of-service/rate-of-return basis subject to 
statutes and regulatol)' commission rules and procedures of North Carolina, 
South Carolina, Florida, Ohio, Tennessee, Indiana and Kentucky. If the Duke 
Energy Registrants' regulated utility earnings exceed the returns established by 
the state utility commissions, retail electric and natural gas rates may be subject 
to review and possible reduction by the commissions, which may decrease the 
Duke Energy Registrants' future earnings. Additionally, if regulatol)' bodies do not 
allow recovel)' of costs incurred in providing service on a timely basis, the Duke 
Energy Registrants' future earnings could be negatively impacted. 

If legislative and regulatol)' structures were to evolve in such a way that 
the Duke Energy Registrants' exclusive rights to serve their regulated customers 
were eroded, their future earnings could be negatively impacted. Federal and 
state regulations, laws and other efforts designed to promote and expand the use 
of energy efficiency measures and distributed generation technologies, such as 
private solar and battel)' storage, in Duke Energy service territories could result 
in customers leaving the electric distribution system and an increase in customer 
net energy metering, which allows customers with private solar to receive bill 
credits for surplus power at the full retail amount. Over time, customer adoption 
of these technologies and increased energy efficiency could result in excess 
generation resources as well as stranded costs if Duke Energy is not able to fully 
recover the costs and investment in generation. 

State regulators have approved various mechanisms to stabilize natural 
gas utility margins, including margin decoupling in North Carolina, rate 
stabilization in South Carolina and uncollectible natural gas cost recovel)' in all 
states. State regulators have approved other margin stabilizing mechanisms 
that, for example, allow for recovel)' of margin losses associated with negotiated 
transactions designed to retain large volume customers that could use alternative 
fuels or that may otherwise directly access natural gas supply through their own 
connection to an interstate pipeline. If regulators decided to discontinue the 
Duke Energy Registrants' use of tariff mechanisms, it would negatively impact 
results of operations, financial condition and cash flows. In addition, regulatol)' 
authorities also review whether natural gas costs are prudent and can disallow 
the recovel)' of a portion of natural gas costs that the Duke Energy Registrants 
seek to recover from customers, which would adversely impact earnings. 
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The electric rates that the Duke Energy Registrants' regulated utility 
businesses are allowed to charge are established by state utility 
commissions in rate case proceedings, which may limit their ability to 
recover costs and earn an appropriate return on investment. 

The rates that the Duke Energy Registrants' regulated utility business 
are allowed to charge significantly influences the results of operations, 
financial position and liquidity of the Duke Energy Registrants. The regulation 
of the rates that the regulated utility businesses charge customers is 
determined, in large part, by state utility commissions in rate case 
proceedings. Negative decisions made by these regulators could have a 
material adverse effect on the Duke Energy Registrants' results of operations, 
financial position or liquidity and affect the ability of the Duke Energy 
Registrants to recover costs and an appropriate return on the significant 
infrastructure investments being made. Duke Energy cannot predict the 
outcome of these rate case proceedings. 

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 
legislation could have a significant adverse impact on the Duke Energy 
Registrants' results of operations, financial position or cash flows. Retail 
competition and the unbundling of regulated electric service could have a 
significant adverse financial impact on the Duke Energy Registrants due to 
an impairment of assets, a 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 if or 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 Duke Energy Registrants' businesses are subject to extensive federal 
regulation and a wide variety of laws and governmental policies, including 
taxes, that may change over time in ways that affect operations and costs. 

Duke Energy is subject to regulations under a wide variety of U.S. federal 
and state regulations and policies. There can be no assurance that laws, 
regulations and policies will not be changed in ways that result in material 
modifications of business models and objectives or affect returns on investment 
by restricting activities and products, subjecting them to escalating costs or 
prohibiting them outright. In particular, a substantial revision to the U.S. tax code, 
such as changes to the corporate tax rate or a material change in the deductibility 
of interest could significantly change Duke Energy's effective tax rate, the cost of 
capital and have an impact on results of operations and cash flows. 

The Duke Energy Registrants are subject to regulation by FERC, NRC, 
EPA and various other federal agencies as well as the North American Electric 
Reliability Corporation. 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 and 
affiliates; and pay dividends upstream to the Duke Energy Registrants. Changes 
to federal regulations are continuous and ongoing. The Duke Energy Registrants 
cannot predict the future course of regulatory changes or the ultimate effect 
those changes will have on their businesses. However, changes in regulation 
can cause delays in or affect business planning and transactions and can 
substantially increase the Duke Energy Registrants' costs. 
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The Duke Energy Registrants are subject to numerous environmental 
laws and regulations requiring significant capital expenditures that can 
increase the 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 CCRs, 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 require the Duke Energy Registrants to obtain and comply with a wide 
variety of environmental licenses, permits, inspections and other approvals. 
Compliance with environmental laws and regulations can require significant 
expenditures, including expenditures for cleanup costs and damages arising 
from contaminated properties. Failure to comply with environmental regulations 
may result in the imposition of fines, penalties and injunctive measures 
affecting operating assets. The steps the Duke Energy Registrants could be 
required to take to ensure their facilities are in compliance could be prohibitively 
expensive. As a result, the Duke Energy Registrants may be required to shut 
down or alter the operation of their facilities, which may cause the Duke Energy 
Registrants to incur losses. Further, the Duke Energy Registrants may not be 
successful in recovering capital and operating costs incurred to comply with 
new environmental regulations through existing regulatory rate structures 
and their contracts with customers. 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 projects. 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 tor 
existing facilities or development of new facilities being prevented, delayed or 
subject to additional costs. Although it is not expected that the costs to comply 
with current environmental regulations will have a material adverse effect on 
the Duke Energy Registrants' financial position, results of operations or cash 
flows due to regulatory cost recovery, the Duke Energy Registrants are at risk 
that the costs of complying with environmental regulations in the future will 
have such an effect. 

The EPA has recently enacted or proposed new federal regulations 
governing the management of cooling water intake structures, wastewater and 
CO, emissions. These regulations may require the Ouke Energy Registrants 
to make additional capital expenditures and increase operating and 
maintenance costs. 

The Duke Energy Registrants' operations, capital expenditures and 
financial results may be affected by regulatory changes related to the 
impacts of global climate change. 

There is continued concern, both nationally and internationally, about 
climate change. Although there is no federal climate change legislation, in 2016, 
the United States signed the Paris Agreement on climate change by which the 
signatories agreed to pursue efforts to limit the increase in the global average 
temperature by less than 2 degrees Celsius above pre-industrial levels. If the 
United States honors the Paris accord, the EPA may adopt and implement 
regulations to further restrict emissions of GHGs. Increased regulation of 
GHG emissions could impose significant additional costs on the Ouke Energy 
Registrants' operations, their suppliers and customers. Regulatory changes 
could also result in generation facilities to be retired early and result in stranded 
costs if Duke Energy is not able to fully recover the costs and investment in 
generation. At this time, the effect that climate change regulation may have 
in the future on Duke Energy's business, financial condition or results of 
operations is not able to be predicted. 
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OPERATIONAL RISKS 

The Duke Energy Registrants' results of operations may be negatively 
affected by overall market, economic and other conditions that are beyond 
their control. 

Sustained downturns or sluggishness in the economy generally affect the 
markets in which the Duke Energy Registrants operate and negatively influence 
operations. Declines in demand for electricity or natural gas as a result of 
economic downturns in the Duke Energy Registrants' regulated service territories 
will reduce overall sales and lessen cash flows, especially as industrial 
customers reduce production and, therefore, consumption of electricity and the 
use of natural gas. Although the Duke Energy Registrants' regulated electric 
and natural gas businesses are subject to regulated allowable rates of return 
and recovery of certain costs, such as fuel and purchased gas costs, under 
periodic adjustment clauses, overall declines in electricity or natural gas sold 
as a result of economic downturn or recession could reduce revenues and 
cash flows, thereby 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 
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 a 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, 
thereby diminishing results of operations. 

Factors that could impact sales volumes, generation of electricity and 
market prices at which the Duke Energy Registrants are able to sell electricity and 
natural gas are as follows, 

• weather conditions, including abnormally mild winter or summer 
weather that cause lower energy or natural gas usage for heating 
or cooling purposes, as applicable, and periods of low rainfall that 
decrease the ability to operate facilities in an economical manner; 

• supply of and demand for energy commodities; 

• transmission or transportation constraints or inefficiencies that impact 
nonregulated energy operations; 

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

• natural gas, crude oil and refined products production levels and prices; 

• ability to procure satisfactory levels of inventory, such as coal, natural 
gas and uranium; and 

• capacity and transmission service into, or out of, the Duke Energy 
Registrants' markets. 

Duke Energy's acquisition of Piedmont may not achieve its 
intended results. 

Duke Energy and Piedmont completed the merger agreement with the 
expectation that the transaction will result in various benefits, including, among 
other things, being accretive to earnings and foundational to establishing a 
broader natural gas infrastructure business within Duke Energy. Achieving the 
anticipated benefits of the transaction is subject to a number of uncertainties, 
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including whether the business of Piedmont 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 management's time and energy, all 
of which could have an adverse effect on the combined company's financial 
position, results of operations or cash flows. 

Natural disasters or operational accidents may adversely affect the Duke 
Energy Registrants' operating results. 

Natural disasters (such as electromagnetic events or the 2011 earthquake 
and tsunami in Japan) or other operational accidents within the company or 
industry (such as the San Bruno, California natural gas transmission pipeline 
failure) could have direct significant impacts on the Duke Energy Registrants as 
well as on key contractors and suppliers. Such events could indirectly impact the 
Duke Energy Registrants through changes to policies, laws and regulations whose 
compliance costs have a significant impact on the Duke Energy Registrants' 
financial position, results of operations and cash flows. 

The reputation and financial condition of the Duke Energy Registrants 
could be negatively impacted due to their obligations to comply with 
federal and state regulations, laws, and other legal requirements that 
govern the operations, assessments, storage, closure, remediation, 
disposal and monitoring relating to CCR, the high costs and new 
rate impacts associated with implementing these new CCR-related 
requirements and the strategies and methods necessary to implement 
these requirements in compliance with these legal obligations. 

As. a result of electricity produced for decades at coal-fired power plants, 
the Duke Energy Registrants manage large amounts of CCR that are primarily 
stored in dry storage within landfills or combined with water in other surtace 
impoundments, all in compliance with applicable regulatory requirements. 
However, the potential exists for another CCR-related incident, such as the one 
that occurred during the 2014 Dan River Steam Station ash basin release, that 
could raise environmental or general public health concerns. Such a CCR
related incident could have a material adverse impact on the reputation and 
financial condition of the Duke Energy Registrants. 

During 2015, EPA regulations were enacted related to the management 
of CCR from power plants. These regulations classify CCR as nonhazardous 
waste under the RCRA and apply to electric generating sites with new and 
existing landfills, new and existing surtace impoundments, structural fills 
and CCR piles, and establishes requirements regarding landfill design, 
structural integrity design and assessment criteria for surtace impoundments, 
groundwater monitoring, protection and remedial procedures and other 
operational and reporting procedures for the disposal and management 
of CCR. In addition to the federal regulations, CCR landfills and surtace 
impoundments will continue to be independently regulated by existing state 
laws, regulations and permits, as well as additional legal requirements that 
may be imposed in the future. These federal and state laws, regulations and 
other legal requirements may require or result in additional expenditures, 
increased operating and maintenance costs and/or result in closure of certain 
power generating facilities, which could affect the financial position, results 
of operations and cash flows of the Duke Energy Registrants. The Duke Energy 
Registrants intend to seek full cost recovery for expenditures through the 
normal ratemaking process with state and federal utility commissions, who 
permit recovery in rates of necessary and prudently incurred costs associated 
with the Duke Energy Registrants' regulated operations, and through other 
wholesale contracts with terms that contemplate recovery of such costs, 
although there is no guarantee of full cost recovery. In addition, the timing 
for recovery of such costs could have a material adverse impact on Duke 
Energy's cash flows. 
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The Duke Energy Registrants have recognized significant asset retirement 
obligations related to these CCR-related requirements. Closure activities began 
in 2015 at the four sites specified as high priority by the Coal Ash Act and at 
the W.S. lee Steam Station site in South Carolina in connection with other legal 
requirements. Excavation at these sites involves movement of large amounts 
of CCR materials to off-site locations for use as structural fill, to appropriate 
engineered off-site or on-site lined landfills or conversion of the ash for 
beneficial use. At other sites, preliminary planning and closure methods have 
been studied and factored into the estimated retirement and management 
costs. The Coal Ash Act requires CCR surtace impoundments in North Carolina 
to be closed, with the closure method based on a risk ranking classification 
determined by state regulators. As the closure and CCR management work 
progresses and final closure plans and corrective action measures are 
developed and approved at each site, the scope and complexity of work and the 
amount of CCR material could be greater than estimates and could, therefore, 
materially increase compliance expenditures and rate impacts. 

The Duke Energy Registrants' financial position, results of operations and cash 
flows may be negatively affected by a lack of growth or slower growth in the 
number of customers, or decline in customer demand or number of customers. 

Growth in customer accounts and growth of customer usage each 
directly influence demand for electricity and natural gas and the need for 
additional power generation and delivery facilities. Customer growth and 
customer usage are affected by a number of factors outside the control of 
the Duke Energy Registrants, such as mandated energy efficiency measures, 
demand-side management goals, distributed generation resources and 
economic and demographic conditions, such as population changes, job and 
income growth, housing starts, new business formation and the overall level of 
economic activity. 

Certain regulatory and legislative bodies have introduced or are 
considering requirements and/or incentives to reduce energy consumption 
by certain dates. Additionally, technological advances driven by federal laws 
mandating new levels of energy efficiency in end-use electric devices or other 
improvements in or applications of technology could lead to declines in per 
capita energy consumption. 

Advances in distributed generation technologies that produce power, 
including fuel cells, micro-turbines, wind turbines and solar cells, may 
reduce the cost of alternative methods of producing power to a level 
competitive with central power station electric production utilized by the 
Duke Energy Registrants. 

Some or all of these factors could result in a lack of growth or decline in 
customer demand for electricity or number of customers and may cause the 
failure of the Duke Energy Registrants to fully realize anticipated benefits from 
significant capital investments and expenditures, which could have a material 
adverse effect on their financial position, results of operations and cash flows. 

Furthermore, 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 to 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 a negative financial impact. 

The Duke Energy Registrants' operating results may fluctuate on a seasonal 
and quarterly basis and can be negatively affected by changes in weather 
conditions and severe weather, including extreme weather conditions 
associated wtth climate change. 

Electric power generation and natural gas distribution are generally 
seasonal businesses. In most parts of the U.S., the demand for power peaks 
during the warmer summer months, with market prices also typically peaking at 
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that time. In other areas, demand for power peaks during the winter. Demand for 
natural gas peaks during the winter months. Further, extreme weather conditions 
such as heat waves, winter storms and severe weather associated with climate 
change could cause these seasonal fluctuations to be more pronounced. As a 
result, the overall operating results of the Duke Energy Registrants' businesses 
may fluctuate substantially on a seasonal and quarterly basis and thus make 
period-to-period comparison less relevant. 

Sustained severe drought conditions could impact generation by 
hydroelectric plants, as well as 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. The cost of storm restoration 
efforts may not be fully recoverable through the regulatory process. 

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. FERC's power transmission regulations 
require wholesale electric transmission services to be offered on an open-access, 
non-discriminatory basis. If transmission is disrupted, or if transmission capacity 
is inadequate, the Duke Energy Registrants' ability to sell and deliver products 
may be hindered. 

The different regional power markets have changing regulatory structures, 
which could affect growth and pertormance in these regions. In addition, the ISOs 
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. 

Duke Energy may be unable to complete necessary or desirable pipeline 
expansion or infrastructure development or maintenance projects, which 
may delay or prevent the Duke Energy Registrants from seriing natural gas 
customers or expanding the natural gas business. 

In order to serve current or new natural gas customers or expand the service 
to existing customers, the Duke Energy Registrants need to maintain, expand or 
upgrade distribution, transmission and/or storage infrastructure, including laying 
new pipeline and building compressor stations. Various factors, such as the 
inability to obtain required approval from local, state and/or federal regulatory and 
governmental bodies, public opposition to projects, inability to obtain adequate 
financin~ competition for labor and materials, construction delays, cost overruns and 
the inability to negotiate acceptable agreements relating to rights of way, construction 
or other material development components, may prevent or delay the completion of 
projects or increase costs. As a result, the Duke Energy Registrants may be unable to 
adequately serve existing natural gas customers or support customer growth or could 
incur higher than anticipated costs, which could have a negative financial impact. 

The availability of adequate interstate pipeline transportation capacity and 
natural gas supply may decrease. 

The Duke Energy Registrants purchase almost all of their natural gas 
supply from interstate sources that must be transported to the applicable 
service territories. Interstate pipeline companies transport the natural gas to 
the Duke Energy Registrants' systems under firm service agreements that are 
designed to meet the requirements of their core markets. A significant disruption 
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to interstate pipelines capacity or reduction in natural gas supply due to events 
including, but not limited to, operational failures or disruptions, hurricanes, 
tornadoes, floods, freeze off of natural gas wells, terrorist or cyberattacks or 
other acts of war or legislative or regulatory actions or requirements, including 
remediation related to integrity inspections, could reduce the normal interstate 
supply of natural gas and thereby reduce earnings. Moreover, if additional 
natural gas infrastructure, including, but not limited to, exploration and drilling 
rigs and platforms, processing and gathering systems, off-shore pipelines, 
interstate pipelines and storage, cannot be built at a pace that meets demand, 
then growth opportunities could be limited and earnings 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 as a 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 are exposed to risk that 
counterparties will not be able to fulfill their obligations. Disruption in the 
delivery ofluel, including disruptions as a result of, among other things, 
transportation delays, weather, labor relations, force majeure events or 
environmental regulations affecting any of these fuel suppliers, could limit the 
Duke Energy Registrants' ability to operate their facilities. Should counterparties 
fail to pertorm, 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 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. 

Potential terrorist activities, or military or other actions, 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 effects in ways the Duke Energy Registrants cannot 
predict at this time. In addition, future acts of terrorism and possible reprisals 
as a consequence of action by the U.S. and its allies could be directed against 
companies operating in the U.S. Information technology systems, transmission 
and distribution and generation facilities such as 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 a material adverse effect on their businesses. 
In particular, the Duke Energy Registrants may experience increased capital and 
operating costs to implement increased security for their information technology 
systems, transmission and distribution and generation facilities, including nuclear 
power plants under the NRC's design basis threat requirements. These increased 
costs could include additional physical plant security and security personnel or 
additional capability following a terrorist incident. 

20 

KyPSC Case.No. 2017-00321 
· ·FR 16(7)(1) Aitaclimeni-Annual Report 2016 

Page 37 of 258 

Cyberattacks and data security breaches could adversely affect the Duke 
Energy Registrants' businesses. 

Information security risks have generally increased in recent years as a 
result of the proliferation of new technologies and the increased sophistication 
and frequency of cyberattacks and data security breaches. The utility industry 
requires the continued operation of sophisticated information technology 
systems and network infrastructure, which are part of an interconnected 
regional grid. Additionally, connectivity to the internet continues to increase 
through smart grid and other initiatives. Because of the critical nature of the 
infrastructure, increased connectivity to the internet and technology systems' 
inherent vulnerability to disability or failures due to hacking, viruses, acts of 
war or terrorism or other types of data security breaches, the Duke Energy 
Registrants face a heightened risk of cyberattack. In the event of such an attack, 
the Duke Energy Registrants could (i) have business operations disrupted, 
property damaged, customer information stolen and other private information 
accessed, (ii) experience substantial loss of revenues, repair and restoration 
costs, implementation costs for additional security measures to avert future 
cyberattacks and other financial loss and (iii) be subject to increased regulation, 
litigation and reputational damage. 

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 increase. Failure to 
hire and adequately train replacement employees, including the transfer of 
significant internal historical knowledge and expertise to new employees, or 
future availability and cost of contract labor may adversely affect the ability to 
manage and operate the business, especially considering the workforce needs 
associated with nuclear generation facilities and new skills required to operate 
a modernized, technology-enabled power grid. If the Duke Energy Registrants 
are unable to successfully attract and retain an appropriately qualified 
workforce, their financial position, results of operations or cash flows could be 
negatively affected. 

The costs of retiring Duke Energy Florida's Crystal River Unit 3 could prove 
to be more extensive than is currently identified. 

Costs to retire and decommission the plant could exceed estimates and, 
if not recoverable through the regulatory process, could adversely affect Duke 
Energy's, Progress Energy's and Duke Energy Florida's financial condition, 
results of operations and cash flows. 

Duke Energy Ohio's and Duke Energy Indiana's membership in an RTO 
presents risks that could have a material adverse effect on their results of 
operations, financial condition and cash flows. 

The rules governing the various regional power markets may change, 
which could affect Duke Energy Ohio's and Duke Energy Indiana's 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 RTO, their 
results of operations may be impacted. Duke Energy Ohio and Duke Energy 
Indiana may be allocated a portion of the cost of transmission facilities built 
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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 RTO 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 
have 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 a financial 
impact on Duke Energy Ohio and Duke Energy Indiana. 

As members of an RTO, Duke Energy Ohio and Duke Energy Indiana are 
subject to certain additional risks, including those associated with the allocation 
among RTO members, of losses caused by unreimbursed defaults of other 
participants in the RTO markets and those associated with complaint cases 
filed against an RTO that may seek refunds of revenues previously earned by 
RTO members. 

NUCLEAR GENERATION RISKS 

Duke Energy Carolinas, Duke Energy Progress and Duke 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, Duke Energy Progress and Duke Energy Florida subject them to various 
risks. These risks include, among other things: the potential harmful effects on 
the environment and human health resulting from the current or past operation of 
nuclear facilities and the storage, handling and disposal of radioactive materials; 
limitations on the amounts and types of insurance commercially available to cover 
losses that might arise in connection with nuclear operations; and uncertainties 
with respect to the technological and financial aspects of decommissioning 
nuclear plants at the end of their licensed lives. 

Ownership and operation of nuclear generation facilities requires 
compliance with licensing and safety-related requirements imposed by the NRC. 
In the event of non-compliance the NRC may increase regulatory oversight, 
impose fines or shut down a 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 the control of Duke Energy Carolinas, Duke Energy Progress and 
Duke Energy Florida, such as a serious nuclear incident at a facility owned 
by a third party, could necessitate substantial capital and other expenditures, 
as well as assessments to cover third-party losses. In addition, if a serious 
nuclear incident were to occur, it could have a material adverse effect on the 
results of operations, financial condition, cash flows and reputation of the Duke 
Energy Registrants. 

LIQUIDITY, CAPITAL REQUIREMENTS AND COMMON STOCK RISKS 

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 markets can be advmely 
affected by a number of conditions, many of which are beyond the Duke 
Energy Registrants' control. 

The Duke Energy Registrants' businesses are significantly financed through 
issuances of debt. The maturity and repayment profile of debt used to finance 
investments often does not correlate to cash flows from their assets. Accordingly, 
as a source of liquidity for capital requirements not satisfied by the cash flows 
from their operations and to fund investments originally financed through debt 
instruments with disparate maturities, the Duke Energy Registrants rely on 
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access to short-term money markets as well as longer-term capital markets. 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 
business plan as scheduled could 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 the cost of borrowing or adversely affect 
the ability to access one or more financial markets. Such disruptions could 
include: economic downturns, the bankruptcy of an unrelated energy company, 
unfavorable capital market conditions, market prices for electricity and gas, actual 
or threatened terrorist attacks, or the overall health of the energy industry. The 
availability of credit under Duke Energy's Master Credit Facility depends upon 
the ability of the banks providing commitments under the facility to provide funds 
when their obligations to do so arise. Systematic risk of the banking system and 
the financial markets could prevent a bank from meeting its obligations under the 
facility agreement. 

Duke Energy maintains a revolving credit facility to provide backup for its 
commercial paper program and letters of credit to support variable rate demand 
tax-exempt bonds that may be put to the Duke Energy Registrant issuer at the 
option of the holder. The facility includes borrowing sublimits for the Duke Energy 
Registrants, each of whom is a party to the credit facility, and financial covenants 
that limit the amount of debt that can be outstanding as a percentage of the total 
capital for the specific entity. Failure to maintain these covenants at a particular 
entity could preclude Duke Energy from issuing commercial paper or the Duke 
Energy Registrants from issuing letters of credit or borrowing under the Master 
Credit facility. 

The Duke Energy Registrants must meet credit quality standards and 
there is no assurance they will maintain investment grade credit ratings. 
If the Duke Energy Registrants 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. 

Each of the Duke Energy Registrants' senior long-term debt issuances is 
currently rated investment grade by various rating agencies. The Duke Energy 
Registrants cannot ensure their senior long-term debt will be rated investment 
grade in the future. 

If the rating agencies were to rate the Duke Energy Registrants below 
investment grade, borrowing costs would increase, perhaps significantly. 
In addition, the potential pool of investors and funding sources would likely 
decrease. Further, if the short-term debt rating were to fall, access to the 
commercial paper market could be significantly limited. 

A downgrade below investment grade could also require the posting of 
additional collateral in the form of letters of credit or cash under various credit, 
commodity and capacity agreements and trigger termination clauses in some 
interest rate derivative agreements, which would require cash payments. All 
of these events would likely reduce the Duke Energy Registrants' liquidity and 
profitability and could have a material effect on their financial position, results 
of operations or cash flows. 

Non-compliance with debt covenants or conditions could adversely affect 
the Duke Energy Registrants' ability to execute future borrowings. 

The Duke Energy Registrants' 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. 
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Market pertormance and other changes may decrease the value of the 
NDTF investments of Duke Energy Carolinas, Duke Energy Progress 
and Duke Energy Florida, which then could require significant 
additional funding. 

Ownership and operation of nuclear generation facilities also requires the 
maintenance of funded trusts that are intended to pay for the decommissioning 
costs of the respective nuclear power plants. The pertormance of the capital 
markets affects the values of the assets held in trustto satisfy these future 
obligations. Duke Energy Carolinas, Duke Energy Progress and Duke 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 a number of factors 
impact funding requirements, a decline in the market value of the assets may 
increase the funding requirements of the obligations for decommissioning nuclear 
plants. If Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida 
are unable to successful~ manage their NDTF assets, their financial condition, 
results of operations and cash flows could be negatively affected. 

ITEM 18. UNRESOLVED STAFF COMMENTS 

None. 

ITEM 2. PROPERTIES 

ELECTRIC UTILITIES AND INFRASTRUCTURE 
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Poor investment pertormance 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 a number of factors, such as the rates of return on plan 
assets, discount rates, the level of interest rates used to measure the required 
minimum funding levels of the plans, future government regulation and required 
or voluntary contributions made to the plans. 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 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 a material impact on the Duke Energy Registrants' financial position, 
results of operations or cash flows. 

The following table provides information related to the Electric Utilities and Infrastructure's generation stations as of December 31, 2016. The MW displayed in 
the table below are based on summer capacity. Ownership interest in all facilities is 100 percent unless otherwise indicated. 

Owned MW 
Facility PlantType Primary Fuel Location Capacity 

Duke Energy Carolinas 
Oconee Nuclear Uranium SC 2,554 
McGuire Nuclear Uranium NC 2,316 
Catawba(aJ Nuclear Uranium SC 441 
Belews Creek Fossil Coal NC 2,220 
Marshall Fossil Coal NC 2,078 
J.E. Rogers Fossil Coal NC 1,396 
Lincoln Combustion Turbine {CD Fossil Gas/Oil NC 1,267 
Allen Fossil Coal NC 1,127 
Rockingham CT Fossil Gas/Oil NC 825 
Buck Combined Cycle (CC) Fossil Gas NC 668 
Dan River CC Fossil Gas NC 651 
Mill Creek CT Fossil Gas/Oil SC 596 
W.S. Lee Fossil Gas SC 170 
W.S. lee CT Fossil Gas/Oil SC 82 
Bad Creek Hydro Water SC 1,360 
Jocassee Hydro Water SC 780 
Cowans Ford Hydro Water NC 325 
Keowee Hydro Water SC 152 
Other small facilities (25 plants) Hydro Water NC/SC 666 
Distributed generation Renewable Solar NC 11 

Total Duke Energy Carolinas 19,685 
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Owned MW 
Facility Plant Type Primary Fuel Location Capacity 

Duke Energy Progress 
Brunswick Nuclear Uranium NC 1,870 
Harris Nuclear Uranium NC 928 
Robinson Nuclear Uranium SC 741 
Roxboro Fossil Coal NC 2,439 
Smith CC Fossil Gas/Oil NC 1,088 
H.F. Lee CC Fossil Gas/Oil NC 910 
Wayne County CT Fossil Gas/Oil NC 863 
Smith CT Fossil Gas/Oil NC 780 
Darlington CT Fossil Gas/Oil SC 735 
Mayo Fossil Coal NC 727 
LY. Sutton CC Fossil Gas/Oil NC 622 
Asheville Fossil Coal NC 378 
Asheville CT Fossil Gas/Oil NC 324 
Weatherspoon CT Fossil Gas/Oil NC 128 
LY. Sutton CT Fossil Gas/Oil NC 61 
Blewett CT Fossil Oil NC 52 
Walters Hydro Water NC 112 
Other small facilities (3 plants) Hydro Water NC 115 
Distributed generation Renewable Solar NC 62 

Total Duke Energy Progress 12,935 

Duke Energy Florida 
Crystal River Fossil Coal FL 2,291 
Hines CC Fossil Gas/Oil Fl 1,912 
Bartow CC Fossil Gas/Oil FL 1,105 
Anclote Fossil Gas FL 1,041 
Intercession City CT Fossil Gas/Oil FL 984 
DeBary CT Fossil Gas/Oil FL 583 
Tiger Bay CC Fossil Gas/Oil FL 205 
Bartow CT Fossil Gas/Oil FL 175 
Bayboro CT Fossil Oil FL 174 
Suwannee River CT Fossil Gas FL 155 
Higgins CT Fossil Gas/Oil FL 114 
Avon Park CT Fossil Gas/Oil FL 50 
University of Florida CoGen CT Fossil Gas FL 46 
Distributed generation Renewable Solar FL 4 

Total Duke Ene'i)' Florida 8,839 

Duke Energy Ohio 
East Bend Fossil Coal KY 600 
Woodsdale CT Fossil Gas/Propane OH 462 

Total Duke Energy Ohio 1,062 

Duke Energy Indiana 
Gibson!bl Fossil Coal IN 2,822 
Cayuga!tl Fossil CoaVOil IN 1,005 
Edwardsport Fossil Coal IN 595 
Madison CT Fossil Gas OH 576 
Vermillion CT'dl Fossil Gas IN 355 
Wheatland CT Fossil Gas IN 460 
Noblesville CC Fossil Gas/Oil IN 285 
Gallagher Fossil Coal IN 280 
Henry County CT Fossil Gas/Oil IN 129 
Cayuga CT Fossil Gas/Oil IN 99 
Connersville CT Fossil Oil IN 86 
Miami Wabash CT Fossil Oil IN 80 
Markland H dro Water IN 45 
Total Duke Energy Indiana 6,817 
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Totals by Typo 

Total Electric Utilities 

Totals By Plant Typo 
Nuclear 
Fossil 
Hydro 
Renewable 

Total Electric Utilities 

.KyPSC.Case.No, 2017-0032 l 
FR 16(7)(1) Attachment - Annual Report 20l6 

Page 41 of258 

Owned MW 
Capacity 

49,338 

8,850 
36,856 
3,555 

77 
49,338 

{al Jointly owned with North Carolina Municipal Power Agency Number I, North Carolina Electric Membership Corporation and Piedmont Municipal Power Agency. Duke Energy Carolinas' ownership is 19.25 percent of the facility. 
{bl Duke Energy Jndiana owns and operates Gibson Station Units 1 through 4 and is a joint owner of unit 5 wilh Wabash Valley Power Association, Inc. (IWPAJ and Indiana Municipal Power Agency. Duke Energy Indiana operates unit 5 

and owns 50.05 percent. 
(cl Includes Cayuga Internal Combustion. 
(d) Jointly owned with WI/PA. Duke Energy Indiana's ownership is 62.5 percent of the facility. 

The following table provides information related to Electric Utilities and Infrastructure's electric transmission and distribution properties as of December 31, 2016. 

Duke Duke Duke Duke Duke 
Duke Energy Energy Energy Energy Energy 

Energy Carolinas Progress Florida Ohio Indiana 

Electric Transmission Lines 
Miles of 500 to 525 kilovolt (kV) 1,100 600 300 200 
Miles of 345 kV 1,700 1,000 700 
Miles of 230 kV 8,500 2.700 3.400 1.700 700 
Miles of 100 to 161 kV 12,500 6,800 2,600 1,000 700 1,400 
Miles of t3 to 69 kV 8,400 3,000 2,300 700 2,400 

Total conductor miles of electric transmission lines 32,200 13,100 6,300 5,200 2,400 5,200 

Electric Distribution Lines 
Miles of overhead lines 172,300 66,600 45,000 24,600 13.700 22,400 
Miles of underground line 96,400 37,100 24,600 20,000 5,900 B.800 

Total conductor miles of electric distribution lines 268,700 103.700 69,600 44,600 19,600 31,200 

Number of electric transmission and distribution substations 3,300 1,500 500 500 300 500 

Substantially all of Electric Utilities and Infrastructure's electric plant in service is mortgaged under indentures relating to Duke Energy Carolinas', Duke Energy 
Progress', Duke Energy Florida's, Duke Energy Ohio's and Duke Energy Indiana's various series of First Mortgage Bonds. 

GAS UTILITIES AND INFRASTRUCTURE 

Gas Utilities and Infrastructure owns transmission pipelines and distribution mains that are generally underground, located near public streets and highways, 
or on property owned by others for which Duke Energy Dhio and Piedmont have obtained the necessary legal rights to place and operate facilities on such property 
located within the Gas Utilities and Infrastructure service territories. The following table provides information related to Gas Utilities and Infrastructure's gas 
distribution as of December 31, 2016. 

Miles of gas distribution and transmission pipelines 
Miles of gas service lines 
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The following table provides information related to Commercial Renewables' electric generation facilities as of December 31, 2016. The MW displayed in the 
table below are based on summer capacity. Ownership interest in all facilities is 100 percent unless otherwise indicated. 

Owned MW 
Facility Plant Type Primary Fuel Location Capacity 

Duke Energy Renewables- Wind 
Los Vientos Windpower Renewable Wind lX 912 
Top of the World Renewable Wind WY 200 
Frontier Renewable Wind OK 200 
Notre es Renewable Wind lX 153 
Campbell Hill Renewable Wind WY 99 
North Allegheny Renewable Wind PA 70 
Laurel Hill Wind Energy Renewable Wind PA 69 
Ocotillo Renewable Wind lX 59 
Kit Carson Renewable Wind co 51 
Silver Sage Renewable Wind WY 42 
Happy Jack Renewable Wind WY 29 
Shirley Renewable Wind WI 20 
Sweetwater IV'1l Renewable Wind lX 113 
Sweetwater v(a) Renewable Wind lX 38 
Ironwood"') Renewable Wind KS 84 
Cimarron ll(al Renewable Wind KS 66 
Mesquite Creek(aJ Renewable Wind lX 106 
Total Renewables-Wind 2,311 

Duke Energy Renewables- Solar 
Conetoe II Renewable Solar NC 80 
Seville I & II Renewable Solar CA 50 
Rio Bravo I & II Renewable Solar CA 40 
Ca pro ck Renewable Solar NM 25 
Kelford Renewable Solar NC 22 
Highlander Renewable Solar CA 21 
Oogwood Renewable Solar NC 20 
Halifax Airport Renewable Solar NC 20 
Pasquotank Renewable Solar NC 20 
Pumpjack Renewable Solar CA 20 
Wildwood Renewable Solar CA 20 
Shawboro Renewable Solar NC 20 
longboat Renewable Solar CA 20 
Bag dad Renewable Solar IJ. 15 
lX Solar Renewable Solar lX 14 
Creswell Alligood Renewable Solar NC 14 
Victory Renewable Solar co 13 
Washington White Post Renewable Solar NC 12 
Whitakers Renewable Solar NC 12 
Other small solar Renewable Solar Various 125 
Total Renewables- Solar 583 

Total Commercial Renewables 2,894 

(a) Commercial Renewables owns 47 percent of Sweetwater IV and v and 50 percent of Ironwood, Cimarron II and Mesquite Creek. 
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Duke Energy owns approximately 8 million sQuare feet and leases 2.3 million SQuare feet of corporate, regional and district office space spread throughout its 
service territories. 

Duke Energy also owns a 25 percent equity interest in NMC. In 2016, NMC produced approximately 765,000 metric tons of methanol and approximately 974,000 
metric tons of MTBE. Approximately 40 percent of methanol is normally used in the MTBE production. 

ITEM 3. LEGAL PROCEEDINGS 

For information regarding legal proceedings, including regulatory and environmental matters, see Note 4, "Regulatory Matters," and Note 5, "Commitments and 
Contingencies," to the Consolidated Financial Statements. 

MTBE Litigation 

On June 19, 2014, the Commonwealth of Pennsylvania filed suit against, among others, Duke Energy Merchants, alleging contamination of "waters of the state" 
by MTBE from leaking gasoline storage tanks. MTBE is a gasoline additive intended to increase the oxygen level in gasoline and make it burn cleaner. The case was 
moved to federal court and consolidated in an existing multidistrict litigation docket of pending MTBE cases. Discovery in this case continues. 

ITEM 4. MINE SAFETY DISCLOSURES 

This is not applicable for any of the Duke Energy Registrants. 
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ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF 
EQUITY SECURITIES 

The common stock of Duke Energy is listed and traded on the New York Stock Exchange (NYSE) (ticker symbol DUK). As of January 31, 2017, there were 165,640 
Duke Energy common stockholders of record. 

There is no market for common stock of the Subsidiary Registrants, all of which is owned by Duke Energy. 

Common Stock Data by Quarter 

The following chart provides Duke Energy common stock trading prices as reported on the NYSE and information on common stock dividends declared. Stock 
prices represent the intra-day high and low stock price. 
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Duke Energy expects to continue its policy of paying regular cash dividends; however, there is no assurance as to the amount of future dividends as they depend 
on future earnings, capital requirements and financial condition, and are subject to declaration by the Duke Energy Board of Directors. 

Duke Energy's operating subsidiaries have certain restrictions on their ability to transfer funds in the form of dividends or loans to Duke Energy. See Note 4 to 
the Consolidated Financial Statements, "Regulatory Matters" for further information regarding these restrictions. 

Securities Authorized for Issuance Under Equity Compensation Plans 

See Item 12 of Part Ill within this Annual Report for information regarding Securities Authorized for Issuance Under Equity Compensation Plans. 

Issuer Purchases of Equity Securities for Fourth Quarter 2016 

There were no repurchases of equity securities during the fourth quarter of 2016. 
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The following pertormance graph compares the cumulative total shareholder return from Duke Energy Corporation common stock, as compared with the 
Standard & Poor's 500 Stock Index (S&P 500) and the Philadelphia Utility Sector Index (Philadelphia Utility Index) for the past five years. The graph assumes an initial 
investment of $100 on December 31, 2011, in Duke Energy common stock, in the S&P 500 and in the Philadelphia Utility Index and that all dividends were reinvested. 
The stockholder return shown below for the five-year historical period may not be indicative of future pertormance. 
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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, 2016. 
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The following table provides selected financial data for the years of 2012 through 2016. 

(in millions, except per share amounts) 2016 2015(!) 2014!a) 2013!a) 2012111 

Statement of OperationslbJ 
Total operating revenues $ 22,743 $ 22,371 $ 22,509 $ 21,211 $ 16,363 
Operating income 5,341 5,078 4,842 4,305 2,403 
Income from continuing operations 2,578 2,654 2,538 2,278 1,289 
(loss) Income from discontinued operations, net of tax (408) 177 (649) 398 493 
Net income 2,170 2,831 1,889 2,676 1,782 
Net income attributable to Duke Energy Corporation 2,152 2,816 1,883 2,665 1,768 
Common Stock Data 
Income from continuing operations attributable to Duke Energy Corporation common stockholders1cl 

Basic $ 3.71 $ 3.80 $ 3.58 $ 3.21 $ 2.23 
Diluted 3.71 3.80 3.58 3.21 2.23 

(Loss) Income from discontinued operations attributable to Duke Energy Corporation common stockholders(c) 
Basic $ (0.60) $ 0.25 $ (0.92) $ 0.56 $ 0.84 
Diluted (0.60) 0.25 (0.92) 0.55 0.84 

Net income attributable to Duke Energy Corporation common stockholders(cl 
Basic $ 3.11 $ 4.05 $ 2.66 $ 3.77 $ 3.07 
Diluted 3.11 4.05 2.66 3.76 3.07 

Dividends declared per share of common stocklcl 3.36 3.24 3.15 3.09 3.03 
Balance Sheet 
Total assets $132,761 $ 121,156 $ 120,557 $ 114,779 $ 113,856 
Long·term debt including capital teases, Jess current maturities 45,576 36,842 36,075 37,065 35,512 
(a} Prior year data has been recast to reflect the classification of the International Disposal Group as discontinued operations. 
lb} Significant transactions reflected in the results above include: (i} the sale of the lntemational Disposal Group in 2016, including a lo~ on sale recorded within discontinued operations (see Note 2 to the Consolidated Financial 

Statements, "Acquisitions and Dispositions") {ii) the acquisition of Piedmorrt in 2016, including losses on interest rate swaps related to the acquisition financing (see Note 2); (iii) 2014 impairment of the Midwest Disposal 
Group (see Note 2l; {ivl 2014 incremental tax expense resulting from the decision to repatriate all cumulative historical undistributed foreign earnings (see Note 22, "Income Taxes"); M 2014 increase in the litigation reserve 
rs lated to the criminal investigation of the Dan River coal ash release {see Note 5, "Commitments and Contingencies"); Ml 2013 pretax charges of $360 million related to Crystal River Unit 3 and nuclear development 
costs; (vii) the 2012 merger with Progress Energy; {viii) costs to achieve mergers in 2016, 2015, 2014, 2013 and 2012; and (i:i:) 2012 pretax impairment and other charges related to the Edwardsport Integrated Gasification 
Combined ~cte (IGCCJ project of $628 million. 

le} On July 2, 2012, immediately prior to the merger with Progress Energy, Duke Energy executed a one-for-three reverse stock splil All share and earnings per share amounts are presented as if the one-for-three reverse stock 
split had been effective at the beginning of the earliest period presented. 

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

Management's 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, a non-GAAP financial measure is a numerical measure of financial 
pertormance, 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 a supplement to, and not a 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 Management's Discussion and Analysis of 
financial Condition and Results of Operations is separately filed by Duke 
Energy Corporation (collectively with its subsidiaries, Duke Energy) and its 
subsidiaries Duke Energy Carolinas, LLC (Duke Energy Carolinas), Progress 
Energy, Inc. (Progress Energy), Duke Energy Progress, LLC (Duke Energy 
Progress), Duke Energy Florida, LLC (Duke Energy Florida), Duke Energy Ohio, 
Inc. (Duke Energy Ohio) and Duke Energy Indiana, LLC (Duke Energy Indiana). 
However, none of the registrants make any representation as to information 
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related solely to Duke Energy or the subsidiary registrants of Duke Energy 
other than itself. Subsequent to Duke Energy's acquisition of Piedmont Natural 
Gas Company, Inc. (Piedmont) on October 3, 2016, Piedmont is a wholly 
owned subsidiary of Duke Energy. The financial information for Duke Energy 
includes results of Piedmont subsequent to October 3, 2016. See Note 2 to 
the Consolidated financial Statements, "Acquisitions and Dispositions," for 
additional information regarding the acquisition. 

DUKE ENERGY 

Duke Energy is an energy company headquartered in Charlotte, North 
Carolina. Duke Energy operates in the U.S. primarily through its wholly owned 
subsidiaries, Duke Energy Carolinas, Duke Energy Progress, Duke Energy Florida, 
Duke Energy Ohio, Duke Energy Indiana and Piedmont. When discussing Duke 
Energy's consolidated financial information, it necessarily includes the results 
of the Subsidiary Registrants, which, along with Duke Energy, are collectively 
referred to as the Duke Energy Registrants. 

Management's Discussion and Analysis should be read in conjunction 
with the Consolidated financial Statements and Notes for the years ended 
December 31, 2016, 2015 and 2014. 
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Executive Overview 

Acquisition of Piedmont Natural Gas 

On October 3, 2016, Duke Energy completed the acquisition of Piedmont, 
a North Carolina corporation primarily engaged in regulated natural gas 
distribution to residential, commercial, industrial and power generation 
customers in portions of North Carolina, South Carolina and Tennessee. 
Piedmont is also invested in joint-venture, energy-related businesses, 
including regulated interstate natural gas transportation and storage and 
regulated intrastate natural gas transportation. The acquisition provides a 
foundation for Duke Energy to establish a broader, long-term strategic natural 
gas infrastructure plattorm to complement its existing natural gas pipeline 
investments and regulated natural gas business in the Midwest. Cost savings, 
efficiencies and other benefits are expected from combined operations. 

Duke Energy acquired all of Piedmont's outstanding common stock for 
a total cash purchase price of $5.0 billion and assumed Piedmont's existing 
long-term debt, which had an estimated fair value of approximately $2.0 
billion at the time of the acquisition. The excess of the purchase price over the 
estimated fair value of Piedmont's assets and liabilities on the acquisition date 
was recorded as goodwill. The transaction resulted in incremental goodwill of 
approximately $3.4 billion. 

Duke Energy financed the transaction with a combination of debt, equity 
issuances and other cash sources. financings to fund the transaction included 
$3.75 billion of long-term debt issued in August 2016, $750 million borrowed 
under a short-term loan facility (Term Loan) in September 2016, as well as the 
issuance of 10.6 million shares of common stock in October 2016. The share 
issuance resulted in net cash proceeds of approximately $723 million. See 
Note 6 to the Consolidated Financial Statements, "Debt and Credit Facilities," 
for additional information related to the debt issuance and Note 18, "Common 
Stock," for additional information related to the equity issuance. 

Duke Energy recorded pretax non-recurring transaction and integration 
costs associated with the acquisition of $439 million in 2016, including interest 
expense of $234 million related to the acquisition financing. The interest 
expense primarily relates to losses on forward-starting interest rate swaps. 

Financial Results 

Annual Earnings (in millions) 

flD Net Income Attributable to Duke Energy Corporation 

• Adjusted Earnings (a) 

$3,218 $3,152 $3,244 

2014 2015 2016 
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The remaining charges include commitments made in conjunction with the 
transaction, such as charitable contributions and a one-time bill credit to 
Piedmont customers, as well as professional fees and severance. Duke Energy 
also expects to incur system integration and other acquisition-related transition 
costs, primarily through 2018, that are necessary to achieve certain anticipated 
cost savings, efficiencies and other benefits. 

See Note 2 to the Consolidated Financial Statements, ·~cquisitions and 
Dispositions," for additional information regarding the transaction. 

Sale of International Energy 

In February 2016, Duke Energy announced it had initiated a process 
to divest its Latin American generation businesses and, in October 2016, 
reached agreements to sell the businesses in two separate transactions for a 
combined enterprise value of $2.4 billion. Both deals closed ahead of schedule 
in December 2016. Duke Energy sold its Brazilian business to China Three 
Gorges for approximately $1.2 billion, including the assumption of debt, and 
its remaining Central and South American businesses to I Squared Capital in a 
deal also valued at approximately $1.2 billion. The transactions generated cash 
proceeds of $1.9 billion, excluding transaction costs, which were primarily used 
to reduce Duke Energy holding company debt. Existing favorable tax attributes 
result in no immediate U.S. federal-level cash tax impacts. 

As a result of the transactions, the International Energy Disposal Group 
was classified as held for sale and as discontinued operations in the fourth 
quarterof2016. 

In conjunction with the advancement of marketing efforts, in the 
second quarter of 2016 Duke Energy pertormed recoverability tests of the 
asset groups of the International Disposal Group, and as a result recorded an 
after-tax impairment charge of $145 million related to certain assets in Central 
America. In the fourth quarter of 2016, Duke Energy recorded an after-tax 
loss on disposal of $640 million, which includes the recognition of cumulative 
foreign currency translation losses of $620 million. Both charges are included 
within Loss from Discontinued Operations, net of tax on the Consolidated 
Statements of Operations for the year ended December 31, 2016. See Note 2 
to the Consolidated Financial Statements, "Acquisitions and Dispositions" for 
additional information. 

Ill 

• 

2014 

Annual Earnings Per Diluted Share 

Net Income Attributable to Duke Energy Corporation common 
stockholders per diluted share 

Adjusted Diluted Earnings Per Share (a) 

$4.55 $4.54 $4,69 

2015 2016 

(a) See Results of Operations below for Duke Energy's definition of adjusted earnings and adjusted earnings per share as well as a reconciliation of this non-GAAP financial measure to net income attributable to Duke Energy and 
net income attributable to Duke Energy per diluted share. 
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2016 GAAP reported earnings were impacted by charges related to the 
International Energy sale described above, which were recorded to discontinued 
operations. See "Results of Operations" below for a detailed discussion of the 
consolidated results of operations, as well as a detailed discussion of financial 
results for each of Duke Energy's reportable business segments, as well as 
Other. 

2016 Areas of Focus and Accomplishments 

Duke Energy advanced a number of important strategic initiatives to 
transform its energy future with a focus on customers, employees, operations 
and growth. The company has responded to an environment of changing 
customer demands, investing in electric and gas infrastructure that customers 
value and that provide an opportunity for sustainable growth. 

Portfolio Transition. With the acquisition of Piedmont and the sale of 
International Energy, Duke Energy completed a multiyear portfolio transition. 
The Piedmont acquisition reflects the growing importance of natural gas to the 
future of the energy infrastructure within the company's service territory and 
throughout the U.S., and establishes a strategic platlorm for future growth in 
natural gas infrastructure. Duke Energy's exit of the Latin American market 
results in a portfolio of domestic electric and gas infrastructure businesses 
with a lower risk profile and enhances the ability to generate more consistent 
earnings and cash flows over time. 

Operational Excellence. Duke Energy continues to focus on the safe 
and efficient operation of its generation fleet. During the year Duke Energy's 
safety pertormance metrics led the utilities industry, and its regulated fuel costs 
averaged $2.22/kWh, which is the lowest in the past several years. Additionally, 
the nuclear fleet increased its capacity factor for a fourth consecutive year to 
appro,imately 96 percent, with several units setting all-time generation records. 

Storm Response and System Restoration. Duke Energy's service 
territories experienced numerous storms during 2016, including Winter Storm 
Jonas and Hurricane Matthew. During Hurricane Matthew, over 1.7 million 
customers in Florida and the Carolinas were without power. In the Carolinas, 
1.4 million outages were restored in record time, helping communities start the 
rebuilding process. Power was restored to customers through the commitment 
and resolve of employees and contractors. 

Customer Satisfaction. Higher J.D. Power customer satisfaction 
scores in 2016 reflect progress in the Company's efforts to improve customer 
satisfaction. In Florida, scores improved more than 30 points. The work to 
improve customer satisfaction will continue, but all jurisdictions remain on track 
to make steady gains in the years ahead as Duke Energy continues to transform 
the customer experience. 

Constructive Regulatory Outcomes. Through constructive stakeholder 
engagement, Duke Energy reached settlements for the Edwardsport IGCC 
facility in Indiana and Duke Energy Progress South Carolina rate case. These 
settlements have been approved by the Indiana Utility Regulatory Commission 
(IURC) and Public Service Commission of South Carolina (PSCSC), respectively. 
Duke Energy will also save its Florida customers more than $8DD million over 
appro,imately 2D years through the successful securitization financing of its 
regulatory asset related to Crystal River 3. 

Coal Ash Management. Duke Energy continued to make significant 
progress on the safe storage of coal ash in 2016. Closure activities are 
underway at five sites and comprehensive closure plans for all Duke Energy coal 
ash sites were developed and disclosed publicly during 2016, consistent with 
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Federal Coal Combustion Residuals (CCR) requirements. In May 2Dl6, Duke 
Energy received preliminary risk rankings for its coal ash sites in North Carolina 
from the North Carolina Department of Environmental Quality (NCDEQ), and in 
July 2Dl6 new legislation was passed that provided clarity on the risk ranking 
framework. The legislation also required the completion of dam improvement 
projects and the installation of water lines for residents within a half mile of coal 
ash sites in the state. Work was completed on all required deadlines under the 
new legislation. 

Cost Management and Efficiencies. Duke Energy has a demonstrated 
track record of driving efficiencies and productivity, including merger integration. 
These efficiencies will help in Duke Energy's objective to keep overall customer 
rates below the national average, while moderating customer bill increases 
over time. In June 2016, Duke Energy achieved the $687 million of guaranteed 
savings for customers in the Carolinas from the 2012 merger with Progress 
Energy, a full year ahead of its original commitment. 

Growth in the Dividend. In 2016, Duke Energy continued to grow the 
dividend payment to shareholders by approximately 4 percent. 2016 represented 
the 9D1" consecutive year Duke Energy paid a cash dividend on its common stock. 

Duke Energy Objectives- 2017 and Beyond 

Duke Energy will continue to deliver exceptional value to customers, be 
an integral part of the communities in which it does business, and provide 
attractive returns to investors. Duke Energy is committed to lead the way to 
cleaner, smarter energy solutions that customers value through a strategy 
focused on: 

• Transformation of the customer experience to meet changing customer 
expectations through enhanced convenience, control and choice in 
energy supply and usage. 

• Modernization of the electric grid, including storm hardening, to ensure 
the system is better prepared for severe weather and to improve 
the system's reliability and flexibility, as well as to provide better 
information and services for customers. 

• Generation of cleaner energy through an increased amount of natural 
gas, renewables generation and the continued safe and reliable 
operation of nuclear plants. 

• Expansion of natural gas infrastructure, from midstream gas pipelines 
to local distribution systems. 

• Operational excellence through engagement with employees and being 
an industry leader in safety pertormance and efficient operations. 

• Stakeholder engagement to ensure the regulatory rules in the states in 
which Duke Energy operates benefit customers and allow Duke Energy 
to recover its significant investments in a timely manner. 

Primary objectives toward the implementation of this strategy include: 

Growth Initiatives. Growth in the Electric Utilities and Infrastructure 
business is expected to be supported by the investment of significant capital 
in the electric transmission and distribution grid, and in cleaner, more efficient 
generation. Duke Energy expects to invest appro,imately $3D billion in Electric 
Utilities and Infrastructure growth projects over the next five years, continuing 
its efforts to generate cleaner energy. Duke Energy intends to work constructively 
with regulators to evaluate the current construct and seek modernized recovery 
solutions, such as riders, rate decoupling and multiyear rate plans, that benefit 
both customers and shareholders. 
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Investment projects at Electric Utilities and Infrastructure currently 
underway that will support growth initiatives include, 

• Duke Energy Indiana's $1.4 billion grid modernization plan, which 
was approved by the IURC in 2016, is aimed at improving reliability, 
including fewer outages and quicker restoration. The plan allows for 
recovery of Duke Energy's investment through a rider. As part of the 
settlement, Duke Energy also received approval to install AMI meters, 
deferring the costs for future recovery in a rate case. 

• Significant investments in natural gas-fired combined cycle plants, 
including completing the $1.5 billion Citrus Country plant in Florida, 
the $6DD million Lee facility in South Carolina and the $1 billion 
investment in the Western Carolinas Modernization Project. These 
investments will allow Duke Energy to replace older, less efficient coal 
units early. 

• Duke Energy expects to continue to advance other cleaner energy 
sources within its regulated electric jurisdictions, including hydro,• 
wind, solar and combined heat and power projects, increasing the 
flexibility of the system and allowing Duke Energy to continue lowering 
carbon emissions. 

Electric utilities and Infrastructure will also invest significantly in 
modernizing the electric grid to provide greater flexibility, better reliability 
and power quality, as well as more valuable products and services for 
its customers. 

These significant investments will result in the need to file rate cases with 
regulators to update customer rates. Duke Energy will also focus on modernizing 
the regulatory constructs in its jurisdictions to minimize rate impacts to 
customers and recover costs in a more timely manner. 

Duke Energy expects to invest around $6 billion in its Gas Utilities and 
Infrastructure business over the next five years. Growth in Gas Utilities and 
Infrastructure will be focused on the following, 

• With the acquisition of Piedmont, Duke Energy now operates gas 
distribution businesses across five states. The continued integration 
of Piedmont, as well as additional investments in the gas Local 
Distribution Company (LDC) system, will help maintain system integrity 
and expand gas distribution to new customers. 

• Duke Energy will continue to grow its midstream pipeline business, 
underpinned by investments in the Atlantic Coast Pipeline, Sabal Trail 
and Constitution pipeline projects. These highly contracted pipelines will 
bring much needed, low-cost gas supplies to the eastern U.S., spurring 
economic growth and helping Duke Energy to grow its customer base in 
the Southeast. 

For Commercial Renewables, Duke Energy will continue to pursue long
term, highly contracted wind and solar projects that meet its return criteria. 

Cost Management. Duke Energy has a demonstrated track record of 
driving efficiencies and productivity into the business and continues to identify 
sustainable cost savings as an essential element in response to a transforming 
industry. 
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Execute on Coal Ash Management Strategy. Duke Energy will 
continue the company's compliance strategy with the North Carolina Coal 
Ash Management Act of 2Dl4 (Coal Ash Act) and Resource Conservation and 
Recovery Act. Duke Energy will update ash management plans to comply with 
the appropriate regulations and expand excavation and other compliance work 
at additional sites once plans and permits are approved. 

Results of Operations 

Non-GAAP Measures 

Management evaluates financial pertormance in part based on non
GAAP financial measures, including adjusted earnings and adjusted diluted 
EPS. These items represent income from continuing operations attributable 
to Duke Energy, adjusted for the dollar and per share impact of special items. 
As discussed below, special items include certain charges and credits, 
which management believes are not indicative of Duke Energy's ongoing 
pertormance. Management believes the presentation of adjusted earnings and 
adjusted diluted EPS provides useful information to investors, as it provides 
them with an additional relevant comparison of Duke Energy's pertormance 
across periods. 

Management uses these non-GAAP financial measures for planning and 
forecastin~ and for reporting financial results to the Duke Energy Board of 
Directors (Board of Directors), employees, stockholders, analysts and investors. 
Adjusted diluted EPS is also used as a basis for employee incentive bonuses. 
The most directly comparable GMP measures for adjusted earnings and 
adjusted diluted EPS are Net Income Attributable to Duke Energy Corporation 
(GAAP Reported Earnings) and Diluted EPS Attributable to Duke Energy 
Corporation common stockholders (GMP Reported EPS). 

Special items included in the periods presented include the following, 
items which management believes do not reflect ongoing costs, 

• Costs to Achieve Mergers represents charges that result from potential 
or completed strategic acquisitions. 

• Cost Savings Initiatives represents severance charges related to 
companywide initiatives to standardize processes and systems, 
leverage technology and workforce optimization. 

• Commercial Renewables Impairment and Asset Impairment represent 
other-than-temporary impairments. 

• Edwardsport Settlement. Ash Basin Settlement and Penalties, and 
Coal Ash Plea Agreements Reserve represent charges related to Plea 
Agreements and settlement agreements with regulators and other 
governmental entities. 

Adjusted earnings also include the operating results of the non regulated 
Midwest generation business and Duke Energy Retail Sales (collectively, the 
Midwest Generation Disposal Group) and the International Disposal Group, 
which have been classified as discontinued operations. Management believes 
inclusion of the operating results of the Disposal Groups within adjusted 
earnings and adjusted diluted EPS results in a better reflection of Duke Energy's 
financial pertormance during the period. 

Duke Energy's adjusted earnings and adjusted diluted EPS may not be 
comparable to similarly titled measures of another company because other 
companies may not calculate the measures in the same manner. 
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The following table presents a reconciliation of adjusted earnings and adjusted diluted EPS to the most directly comparable GAAP measures. 

Years Ended December 31, 

2016 2015 2014 
(in millions, except per share amounts) Earnings EPS Earnings EPS Earnings EPS 
GAAP Reported Earnings/EPS $ 2,152 $ 3.11 $ 2,816 $ 4.05 $ 1,883 $ 2.66 
Adjustments to Reported, 

Costs to Achieve Mergers 329 D.4B 60 0.09 127 0.18 
Cost Savings Initiatives 57 O.OB BB 0.13 
Commercial Renewables Impairment 45 0,07 
Edwardsport Settlement 5B O.OB 
Ash Basin Settlement and Penalties 11 0.02 
Asset Impairment 59 0.08 
Coal Ash Plea Agreements Reserve 102 0.14 
Asset Sales (9) (0.01) 
Economic Hedges (mark-to-market} 6 0.01 
Discontinued O~erationslaHbHtl 661 0.95 119 0.17 1,050 1.49 

Adjusted Earnin1s/Adjusted Diluted EPS $ 3,244 $ 4.69 $ 3,152 $ 4.54 $ 3,21B $ 4.55 
(a) For 2016, includes a loss on sale of the International Disposal Group. Represents the GMP reported loss from Discontinued Operations, less the International Disposal Group operating results, which are included in adjusted 

earnings. 
(bl For 2015, Jncludes the impact of a litigation reserve related to the Midwest Generation Disposal Group. Represents {i) GAAP reported Income from Discontinued Operations, fess the International Disposal Group operating 

results and Midwest Generation Disposal Group operating results, which are included in adjusted earnings, and {ii) a state tax charge resulting from the completion of the sale of the Midwest Generation Disposal Group but not 
reported as discorrtinued operations. 

(c) For 2014, includes an impairment of the Midwest Generation Disposal Group and a tax charge related to the repatriation of foreign eamings of the International Disposal Group. Represents the GMP reported Loss from 
Discontinued Operations, less the International Disposal Group operating results and Midwest Generation Disposal Group operating results, which are included in adjusted earnings. 

Year Ended December 31. 2016 as compared to 2015 

Duke Energy's full-year 2016 GAAP Reported EPS was $3.11 compared 
to $4.05 for full-year 2015. GAAP Reported EPS was lower primarily due to a 
$0.93 loss on sale of the international business, which has been presented as 
discontinued operations. Duke Energy also recorded $0.40 of after-tax costs to 
achieve the Piedmont merger in 2016, including losses on interest rate swaps 
related to the acquisition financing. See Note 2, "Acquisitions and Dispositions," 
for additional information on the Piedmont and international transactions. 

As discussed, management also evaluates financial pertormance based 
on adjusted earnings. Duke Energy's full-year 2016 adjusted diluted EPS was 
$4.69 compared to $4.54 for full-year 2015. The variance in adjusted diluted 
EPS was primarily due to, 

• More favorable weather in 2016 compared to 2015; 

• Increased retail revenues from pricing and riders, including energy 
efficiency programs; 

• Strong operations and maintenance cost control at Electric Utilities and 
Infrastructure; and 

• Piedmont's earnings contribution subsequent to the acquisition in 
October 2016. 

Partially offset by, 

• Higher storm costs at Electric Utilities and Infrastructure due to 
significant 2016 storms; 

• Higher interest expense related to additional debt outstanding; and 

• Higher depreciation and amortization expense at Electric Utilities and 
Infrastructure primarily due to higher depreciable base. 

Year Ended December 31, 2015 as compared to 2014 

Duke Energy's full-year 2015 GAAP Reported EPS was $4.05 compared to 
$2.66 for full-year 2014. GAAP Reported EPS in 2015 was higher primarily due 
to a $0.92 loss per share from discontinued operations in 2014, which included 
an impairment of the Midwest Generation Disposal Group and a tax charge on 
repatriated foreign earnings related to the International Disposal Group. 
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As discussed, management also evaluates financial pertormance based 
on adjusted earnings. Duke Energy's full-year 2015 adjusted diluted EPS was 
$4.54 compared to $4.55 for full-year 2014. The variance in adjusted diluted 
EPS was primarily due to, 

• Lower results in Latin America primarily due to lower demand, 
unfavorable hydrology in Brazil, changes in foreign currency exchange 
rates, a tax benefit in 2014 related to the reorganization of Chilean 
operations and lower dispatch in Central America due to increased 
competition; 

• Higher operations and maintenance expense primarily due to a 2014 
benefit associated with the adoption of nuclear outage levelization, 
amounts related to additional ownership interest in assets acquired 
from North Carolina Eastern Municipal Power Agency (NCEMPAJ, and 
higher planned fossil generation outage costs, partially offset by lower 
storm restoration costs; 

• Higher depreciation and amortization expense primarily due to higher 
depreciable base; and 

• Lower equity in earnings of unconsolidated affiliates due to lower 
margins at National Methanol Company (NMC), largely driven by lower 
MTBE prices, partially offset by lower butane costs. 

Partially offset by, 

• Increased retail pricing primarily due to rate riders in most jurisdictions, 
including increased revenues related to energy efficiency programs, 
equity returns related to additional ownership interest in assets 
acquired from NCEMPA and higher base rates; 

• Increased wholesale net margins largely due to increases in contracted 
amounts and prices and a new wholesale contract with NCEMPA; 

• Retail sales growth of 0.6 percent; 

• Higher results at the nonregulated Midwest generation business prior to 
its sale on April 2, 2015, due to higher PJM Interconnection LLC (PJM) 
capacity revenues and increased generation margins; and 

• Reduction in shares outstanding due to the Duke Energy accelerated 
stock repurchase (only impacts per share amounts). 
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SEGMENT RESULTS 

The remaining information presented in this discussion of results of 
operations is on a GMP basis. Management evaluates segment pertormance 
based on segment income. Segment income is defined as income from 
continuing operations net of income attributable to noncontrolling interests. 
Segment income includes intercompany revenues and expenses that are 
eliminated in the Consolidated Financial Statements. 

Electric Utilities and Infrastructure 

(in millions) 

Operating Revenues 
Operating Expenses 
Gains on Sales of Other Assets and Other, net 
Operating Income 
Other Income and Expenses 
Interest Expense 
Income Before Income Taxes 
Income Tax Expense 
Segment Income 

Duke Energy Carolinas Gigawatt-Hours {GWh) sales 
Duke Energy Progress GWh sales 
Duke Energy Florida GWh sales 
Duke Energy Ohio GWh sales 
Duke Energy Indiana GWh sales 
Total Electric Utilities and Infrastructure GWh sales 
Net proportional MW capacity in operation 

Year Ended December 31, 2016 as Compared to 2015 

Electric Utilities and Infrastructure's higher earnings were primarily due to 
increased pricing and rider revenues, favorable weather, a prior year impairment 
charge associated with the 2015 Edwardsport IGCC settlement and an increase 
in wholesale power margins. These impacts were partially offset by increased 
depreciation and amortization expense, higher interest expense and higher 
operations and maintenance expense. The following is a detailed discussion of 
the variance drivers by line item. 

Operating Revenues. The variance was driven primarily by: 

• a $768 million decrease in fuel revenues driven by lower fuel prices 
included in rates. 

Partially offset by: 

• a $414 million increase in rider revenues including increased revenues 
related to energy efficiency programs, the additional ownership interest 
in generating assets acquired from NCEMPA in the third quarter of 2015 
and increased revenues related to Duke Energy Indiana's clean coal 
equipment, and increased retail electric pricing primarily due to the 
expiration of the North Carolina cost of removal decrement rider; 

• a $1DI million increase in retail sales, net of fuel revenue, due to 
favorable weather compared to the prior year; and 

• a $76 million increase in wholesale power revenues primarily due to 
additional volumes and capacity charges for customers served under 
long-term contracts, including the NC EM PA wholesale contract. 
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Due to the Piedmont acquisition and the sale of International Energy in the 
fourth quarter of 2016, Duke Energy's segment structure has been realigned to 
include the following segments: Electric Utilities and Infrastructure, Gas Utilities 
and Infrastructure and Commercial Renewables. The remainder of Duke Energy's 
operations is presented as Other. Prior period information has been recast 
to conform to the current segment structure. See Note 2 to the Consolidated 
Financial Statements, "Acquisitions and Disposition," for further information on 
the Piedmont acquisition and International Energy sale and Note 3, "Business 
Segments," for additional information on Duke Energy's segment structure. 

Years Ended December 31, 

Variance Variance 
2016 YS. 2015 YS. 

2016 2015 2015 2014 2014 

$ 21,366 $ 21,521 $ (1551 $ 21,691 $ (1701 
15,821 16,295 14741 16,609 13141 

5 (51 4 1 
5,545 5,231 314 5,086 145 

303 264 39 267 13) 
1,136 1,074 62 1,057 17 
4,712 4,421 291 4,296 125 
1,672 1,602 70 1,582 20 

$ 3,040 $ 2,819 $ 221 $ 2,714 $ 105 

88,545 86,950 1,595 88,070 11,1201 
69,049 64,881 4,168 62,871 2,010 
40,404 40,053 351 38,703 1,350 
25,163 25,439 12761 24,735 704 
34,368 33,518 850 33,433 85 

257,529 250,841 6,688 247,812 3.029 
49,295 50,170 18751 49,600 570 

Operating Expenses. The variance was driven primarily by: 

• a $713 million decrease in fuel expense (including purchased power 
and natural gas purchases for resale) primarily due to lower natural gas 
and coal prices, and lower volumes of coal and oil, partially offset by 
higher volumes of natural gas; and 

• an $88 million pretax impairment charge in the prior year related to the 
2015 Edwardsport IGCC settlement. 

Partially offset bY: 

• a $162 million increase in depreciation and amortization expense primarily 
due to additional plant in service, including the additional ownership interest 
in generating assets acquired from NCEMPA, as well as the expiration of the 
North Carolina cost of removal decrement rider; and 

• a $154 million increase in operations and maintenance expense 
primarily due to higher environmental and operational costs that are 
recoverable in rates, increased employee benefit costs, and higher 
storm restoration costs, partially offset by lower costs due to effective 
cost control efforts. 

Other Income and Expenses. The variance was primarily driven by 
higher AFUDC equity. 

Interest Expense. The variance was due to higher debt outstanding in 
the current year. 
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Income Tax Expense. The variance was primarily due to an increase in 
pretax income. The effective tax rates for the years ended December 31, 2016 
and 2015 were 35.5 percent and 36.2 percent, respectively. 

Year Ended December 31, 2015 as Compared to 2014 

Electric Utilities and Infrastructure's higher earnings were primarily 
due to an increase in wholesale power margins, growth in retail sales, and 
increased retail pricing primarily due to rate riders in most jurisdictions, 
including increased revenues related to energy efficiency programs, and higher 
base rates primarily due to phasing of 2013 rate cases. These drivers were 
partially offset by an impairment charge associated with the 2015 Edwardsport 
IGCC settlement, higher operations and maintenance expense and increased 
depreciation and amortization expense. The following is a detailed discussion of 
the variance drivers by line item. 

Operating Revenues. The variance was driven primarily by: 

• a $296 million decrease in fuel revenues due to lower overall fuel prices 
included in rates; and 

• a $131 million decrease in revenues to recover gross receipts taxes 
due to the North Carolina Tax Simplification and Rate Reduction Act, 
which terminated the collection of the North Carolina gross receipts tax 
effective July I, 2014 (offset in Operating Expenses). 

Partially offset by: 

• a $175 million increase in wholesale power revenues, primarily due to 
additional volumes and capacity charges for customers served under 
long-term contracts, including the NCEMPA wholesale contract; and 

• an $81 million increase from retail sales growth (net of fuel revenue) 
due to increased demand. 

Operating Expenses. The variance was driven primarily by: 

• a $378 million decrease in fuel expense (including purchased power) 
primarily due to lower natural gas and coal prices and lower volumes of 
coal and oil, partially offset by higher volumes of natural gas; and 

• a $131 million decrease in property and other taxes primarily due to 
the termination of the collection of the North Carolina gross receipts 
tax (offset in Operating Revenues) and the partial reversal of a sales 
tax reserve recorded in 2014 at Duke Energy Indiana, partially offset by 
higher property taxes across multiple jurisdictions. 

Partially offset by: 

• an $88 million pretax impairment charge related to the 2015 
Edwardsport IGCC settlement. See Note 4 to the Consolidated Financial 
Statements, "Regulatory Matters," for additional information; 

• a $49 million increase in depreciation and amortization expense 
primarily due to additional plant in service; and 

• a $47 million increase in operations and maintenance expense primarily 
due to planned nuclear spending and the 2014 benefit of the adoption 
of nuclear outage levelization, higher costs for customer programs and 
distribution projects, and higher maintenance costs at fossil generation 
stations primarily due to increased ownership interest in assets 
acquired from NCEMPA, partially offset by a 2014 litigation reserve 
related to the Dan River coal ash spill (see Note 5 to the Consolidated 
Financial Statements, "Commitments and Contingencies," for additional 
information) and lower storm restoration costs. 
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Income Tax Expense. The variance was primarily due to an increase in 
pretax income. The effective tax rates for the years ended December 31, 2015 
and 2014 were 36.2 percent and 36.8 percent, respectively. 

Matters Impacting Future Electric Utilities and Infrastructure Results 

An order from regulatory authorities disallowing recovery of costs 
related to closure of ash impoundments could have an adverse impact on 
Electric Utilities and Infrastructure's financial position, results of operations 
and cash flows. See Notes 4 and 9 to the Consolidated Financial Statements, 
"Regulatory Matters" and '1\sset Retirement Obligations," respectively, for 
additional information. 

On May 18, 2016, the NCDEQ issued proposed risk classifications for 
all coal ash surtace impoundments in North Carolina. All ash impoundments 
not previously designated as high priority by the Coal Ash Act were designated 
as intermediate risk. Certain impoundments classified as intermediate risk, 
however, may be reassessed in the future as low risk pursuant to legislation 
signed by theformer North Carolina governor on July 14, 2016. Electric 
Utilities and Infrastructure's estimated asset retirement obligations (AROs) 
related to the closure of North Carolina ash impoundments are based upon 
the mandated closure method or a probability weighting of potential closure 
methods for the impoundments that may be reassessed to low risk. As the 
final risk ranking classifications in North Carolina are delineated, final closure 
plans and corrective action measures are developed and approved for each 
site, the closure work progresses and the closure method scope and remedial 
methods are determined, the complexity of work and the amount of coal 
combustion material could be different than originally estimated and, therefore, 
could materially impact Electric Utilities and Infrastructure's financial position. 
See Note 9 to the Consolidated Financial Statements, "Asset Retirement 
Obligations," for additional information. 

Duke Energy is a party to multiple lawsuits and could be subject to fines 
and other penalties related to the Dan River coal ash release and operations at 
other North Carolina facilities with ash basins. The outcome of these lawsuits 
and potential fines and penalties could have an adverse impact on Electric 
Utilities and Infrastructure's financial position, results of operations and cash 
flows. See Note 5 to the Consolidated Financial Statements, "Commitments and 
Contingencies," for additional information. 

In the fourth quarter of 2016, Hurricane Matthew caused historic flooding, 
extensive damage and widespread power outages within the Duke Energy 
Progress service territory. Duke Energy Progress filed a petition with the North 
Carolina Utilities Commission (NCUC) requesting an accounting order to defer 
approximately $140 million of incremental operation and maintenance and 
capital costs incurred in response to Hurricane Matthew and other significant 
2016 storms. The NCUC has not ruled on the petition. A final order from the 
NCUC that disallows the deferral and future recovery of all or a significant 
portion of the incremental storm restoration costs incurred could result in an 
adverse impact on Electric Utilities and Infrastructure's financial position, 
results of operations and cash flows. 

Duke Energy Carolinas and Duke Energy Progress intend to file rate 
cases in North Carolina in 2017 to recover costs of complying with CCR 
regulations and the Coal Ash Act, as well as costs of capital investments 
in generation, transmission and distribution systems and any increase in 
expenditures subsequent to previous rate cases. Duke Energy Ohio has 
notified the Public Utilities Commission of Ohio (PUCO) of its intent to file 
an electric distribution rate case in Ohio to address recovery of electric 
distribution system capital investments and any increase in expenditures 
subsequent to previous rate cases. Electric Utilities and Infrastructure's 
earnings could be adversely impacted if these rate cases are delayed or 
denied by the NCUC or PUCO. 
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Gas Utilities and Infrastructure 

(in millions) 
Operating Revenues 
Operating Expenses 
(Loss) Gains on Sales of other Assets and other, net 
Operating Income 
other Income and Expenses 
Interest Expense 
Income Before Income Taxes 
Income Tax Expense 
Segment Income 

Piedmont LDC throughput (dekatherms)"' 
Duke Energy Midwest LDC throughput (MCF) 

(a) Only includes throughput subsequent to Duke Energy's acquisition of Piedmont on October 3, 2016. 

Year Ended December 31, 2016 as Compared to 2015 

Gas Utilities and Infrastructure's higher results were primarily due to the 
inclusion of Piedmont's earnings subsequent to the merger on October 3, 2016 
and higher equity earnings from pipeline investments. Piedmont's earnings 
included in Gas Utilities and Infrastructure's results were $67 million for the 
year ended December 31, 2016. 

Operating Revenues. The variance was driven primarily by a 
$398 million increase in operating revenues due to the inclusion of Piedmont 
operating revenues beginning in October 2016, partially offset by a $38 million 
decrease in fuel revenues driven by lower natural gas prices and decreased 
sales volumes for Midwest operations. 

Operating Expenses. The variance was driven primarily by a 
$276 million increase in operating expenses due to the inclusion of Piedmont 
operating expenses beginning in October 2016, partially offset by a $38 million 
decrease in the cost of natural gas, primarily due to decreased volumes and 
lower natural gas prices for Midwest operations. 

Other Income and Expenses. The increase was driven primarily by 
higher equity earnings from pipeline investments. 

Interest Expense. The variance was primarily due to the inclusion of 
Piedmont interest expenses beginning in October 2016. 

Income Tax Expense. The variance was primarily due to an increase in 
pretax income. The effective tax rates for the years ended December 31, 2016 
and 2015 were 37.2 percent and 37.6 percent, respectively. 

Year Ended December 31, 2015 as Compared to 2014 

Gas Utilities and Infrastructure's lower earnings were primarily due to 
unfavorable weather. 

Operating Revenues. The variance was driven primarily by: 

• a $43 million decrease in fuel revenues primarily driven by lower 
natural gas prices and decreased sales volumes; and 

• a $7 million decrease in sales to retail customers due to unfavorable 
weather. 
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Years Ended December 31, 

Variance Variance 
2016 vs. 2015 vs. 

2016 2015 2015 2014 2014 

$ 901 $ 541 $ 360 $ 578 $ (37) 
636 408 228 419 (11) 

(I) 6 ()) 6 
264 139 125 159 (20) 
24 3 21 3 
46 25 21 37 (12) 

242 117 125 125 (8) 
90 44 46 45 (1) 

$ 152 $ 73 $ 79 $ 80 $ ()) 

120,908,508 - 12D,9D8,5D8 
81,870,489 84,523,814 (2,653,325) 93,275,895 (8,752,081) 

Partially offset by: 

• a $19 increase in regulated natural gas rider revenues primarily due to 
rate increases. 

Operating Expenses. The variance is driven primarily by: 

• a $43 million decrease in the cost of natural gas, primarily due to 
decreased volumes and lower natural gas prices. 

Partially offset by: 

• a $16 million increase due to a favorable gas excise tax settlement in 
June 2014: and 

• an $8 million increase due to amortization of the manufactured gas 
plant (MGP) regulatory asset. 

Income Tax Expense. The variance was primarily due to lower pretax 
income, partially offset by an increase in effective tax rate. The effective tax 
rates for the years ended December 31, 2015 and 2014 were 37.6 percent and 
36.0 percent, respectively. 

Matters Impacting Future Gas Utilities and Infrastructure Results 

Gas Utilities and Infrastructure has a 24 percent ownership interest in 
Constitution Pipeline Company, LLC (Constitution), a natural gas pipeline project 
slated to transport natural gas supplies to major northeastern markets. On 
April 22, 2016, the New York State Department of Environmental Conservation 
denied Constitution's application for a necessary water quality certification 
for the New York portion of the Constitution pipeline. Constitution has stopped 
construction and discontinued capitalization of future development costs until 
the project's uncertainty is resolved. To the extent the legal and regulatory 
proceedings have unfavorable outcomes, or if Constitution concludes that the 
project is not viable or does not go forward, an impairment charge of up to the 
recorded investment in the project net of any cash and working capital returned, 
may be recorded. With the project on hold, funding of project costs has ceased 
until resolution of legal actions. Duke Energy is contractually obligated to provide 
funding of required operating costs, including the ownership percentage of legal 
expenses to obtain the necessary permitting for the project and project costs 



PART II 

incurred prior to the denial of the water permit. If the legal actions result in an 
outcome where the project is abandoned, Constitution is obligated under various 
contracts to pay breakage fees that Gas Utilities and Infrastructure would be 
obligated to fund up to the ownership percentage, or potentially up to $10 million. 

In 2013, the PUCO issued an order (PUCO order) approving Duke Energy 
Ohio's recovery of costs incurred between 2008 and 2012 for environmental 
investigation and remediation of two former MGP sites. At December 31, 2016, 
Duke Energy Ohio had recorded in Regulatory assets on the Consolidated 
Balance Sheet approximately $99 million of estimated MGP remediation 

Commercial Renewables 

(in millions) 
Operating Revenues 

Operating Expenses 

Gains on Sales of Other Assets and other, net 

Operating (Loss) Income 

Other Income and Expenses 

Interest Expense 

loss Before Income Taxes 

Income Tax Benefit 
less: {Loss) Income Attributable to Noncontrolling Interests 

Segment Income 

Renewable plant production, GWh 

Net proportional MW capacity in operation 

Year Ended December 31, 2016 as Compared to 2015 

Commercial Renewables' lower earnings were primarily due to an 
impairment charge related to certain equity method investments in wind 
projects, partially offset by new wind and solar generation placed in service and 
improved wind production. The following is a detailed discussion of variance 
drivers by line item. 

Operating Revenues. The variance was driven primarily by: 

• a $135 million increase due to growth of REC Solar, a California-based 
provider of solar installations acquired by Duke Energy in 2015; and 

• a $66 million increase from new wind and solar generation placed in 
service and improved wind production. 

Operating Expenses. The variance was driven primarily by: 

• a $130 million increase in operating expenses due to growth of REC 
Solar; and 

• a $36 million increase in operating expenses due to new wind and solar 
generation placed in service. 

Other Income and Expenses. The variance was due to a $71 million 
pretax impairment charge related to certain equity method investments in wind 
projects. See Note 12 to the Consolidated financial Statements, "Investments in 
Unconsolidated Affiliates," for additional information. 

Income Tax Benefit. The variance was primarily due to a decrease in 
pretax income and the impact of production tax credits (PTCs) for the renewables 
portfolio. 
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costs not yet recovered through the MGP rider mechanism. lntervenors have 
appealed to the Ohio Supreme Court the PUCO order authorizing recovery of 
these amounts. That appeal remains pending. Duke Energy Ohio cannot predict 
the outcome of the appeal before the Ohio Supreme Court or future action 
by the PUCO. If Duke Energy Ohio is not able to recover these remediation 
costs in rates, the costs could have an adverse impact on Gas Utilities and 
Infrastructure's financial position, results of operations and cash flows. See 
Note 4 to the Consolidated financial Statements, "Regulatory Matters," for 
additional information. 

Years Ended December 31, 

Variance Variance 
2016 vs. 2015 vs. 

2016 2015 2015 2014 2014 

$ 484 $ 286 $ 198 $ 236 $ 50 
492 322 170 231 91 

5 1 4 1 
13) 135) 32 5 140) 

183) 2 185) 11 19) 

53 44 9 50 16) 
1139) 177) 162) (34) (43) 

1160) 1128) 132) 188) (40) 

12) (1) (1) 12) 

$ 23 $ 52 $ 129) $ 53 $ (1) 

7,565 5,577 1,988 5,462 115 
2,892 1,943 949 1,370 573 

Year Ended December 31, 2015 as Compared to 2014 

Commercial Renewables' results were impacted by new solar and wind 
generation placed in service, partially offset by unfavorable wind patterns. The 
following is a detailed discussion of variance drivers by line item. 

Operating Revenues. The variance was driven primarily by: 

• a $41 million increase due to the acquisition of REC Solar; and 

• a $27 million increase from new solar and wind generation placed in 
service. 

Partially offset by: 

• an $18 million decrease due to lower wind production. 

Operating Expenses. The variance was driven primarily by: 

• a $48 million increase in operating expenses due to the acquisition of 
REC Solar; and 

• a $33 million increase in operating expenses due to new wind and solar 
generation placed in service. 

Other Income and Expenses. The variance was primarily due to lower 
equity earnings due to lower wind production. 

Interest Expense. The variance was primarily due to an increase in 
capitalized interest in 2015 from higher spending on wind and solar projects. 

Income Tax Benefit. The variance was primarily due to a decrease in 
pretax income and the impact of PTCs. 
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Matters Impacting Future Commercial Renewables Results 

Changes or variability in assumptions used in calculating the fair value 
of the Commercial Renewables reporting units 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 Commercial Renewables reporting units. In the 
event of a significant decline in the estimated fair value of the Commercial 

Other 

(in millions) 

Operating Revenues 

Operating Expenses 

Gains on Sales of Other Assets and Other, net 

Operating Loss 

Other Income and Expenses 

Interest Expense 

Loss Before Income Taxes 

Income Tax Benefit 

Less: Income attributable to Noncontro!ling Interests 

Net Expense 

Year Ended December 31, 2016 as Compared to 2015 

Other's higher net expense was driven by higher costs related to the 
Piedmont acquisition, higher charitable donations and higher interest expense 
related to the Piedmont acquisition financing; The following is a detailed 
discussion of the variance drivers by line item. 

Operating Revenues. The decrease was primarily due to customer 
credits recorded in the fourth quarter related to Piedmont merger commitments. 
See Note 2 to the Consolidated Financial Statements, "Acquisitions and 
Dispositions," for additional information. 

Operating Expenses. The increase was primarily due to transaction 
and integration costs associated with the Piedmont acquisition and increased 
donations to the Duke Energy Foundation, partially offset by a decrease in 
severance accruals. The Duke Energy Foundation is a nonprofit organization 
funded by Duke Energy shareholders that makes charitable contributions to 
selected nonprofits and government subdivisions. 

Other Income and Expenses. The variance was primarily due to 
lower earnings from NMC, which was recast to Other following the sale of 
the International Disposal Group (See Note 3 to the Consolidated Financial 
Statements, "Business Segments"), partially offset by higher returns on 
investments that support employee benefit obligations. 

Interest Expense. The increase was primarily due to Piedmont 
acquisition financing, including bridge facility costs and losses on foiward
starting interest rate swaps. For additional information see Notes 2 and 14 to 
the Consolidated Financial Statements, "Acquisitions and Dispositions" and 
"Derivatives and Hedging," respectively. 

Income Tax Benefit. The variance was primarily due to an increase in 
pretax losses, partially offset by a decrease in the effective tax rate. The effective 
tax rates forthe years ended December 31, 2016 and 2015 were 41.2 percent 
and 47.5 percent, respectively. The decrease in the effective tax rate was 
primarily due to the benefit from legal entity restructuring recorded in 2015. 
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Renewables reporting units, goodwill impairment charges could be recorded. The 
carrying value of goodwill within Commercial Renewables was approximately 
$122 million at December 31, 2016. 

Persistently low market pricing for wind resources, primarily in the 
Energy Reliability Council of Texas West market, and the future expiration of 
tax incentives including Investment Tax Credits (ITCs) and PTCs could result in 
adverse impacts to the future results of Commercial Renewables. 

Years Ended December 31, 

Variance Variance 
2016 vs. 2015 YS. 

2016 2015 2015 2014 2014 

$ 117 $ 135 $ (18) $ 116 $ 19 

604 409 195 528 (119) 

23 18 5 6 12 

(464) (256) (208) (406) 150 

75 98 (23) 174 (76) 

693 393 300 409 (16) 

(1,082) (551) (531) (641) 90 

(446) (262) (184) (314) 52 

9 10 (1) 5 5 

$ (645) $ (299) $(346) $ (332) $ 33 

Year Ended December 31, 2015 as Compared to 2014 

Other's lower net expense was driven by an impairment charge in 2014 
related to the Ohio Valley Electric Corporation (OVEC) and lower Progress Energy 
merger costs, partially offset by lower earnings from NMC. The following is a 
detailed discussion of the variance drivers by line item. 

Operating Revenues. The increase was primarily due to higher revenues 
from OVEC. 

Operating Expenses. The decrease was primarily due to an impairment 
charge in 2014 related to OVEC, lower charges related to the Progress Energy 
merger, and higher prior year captive insurance losses, partially offset by 
severance accruals and higher North Carolina franchise taxes. 

Gains on Sales of Other Assets and Other, net. The variance was 
primarily due to a gain on sale of telecommunication leases. 

Other Income and Expenses, net. The variance was primarily due to 
lower earnings from NMC, lower returns on investments that support employee 
benefit obligations and a gain on an investment sale in 2014, partially offset by 
interest income from the resolution of an income tax matter. 

Income Tax Benefit. The variance was primarily due to a decrease in 
pretax losses. The effective tax rates for the years ended December 31, 2015 
and 2014 were 47.5 percent and 49.0 percent, respectively. 

Matters Impacting Future Other Results 

Included in Other is Duke Energy Ohio's 9 percent ownership interest in 
OVEC, which owns 2,256 MW of coal fired generation capacity. As a counterparty 
to an inter-company power agreement (ICPA), Duke Energy Ohio has a contractual 
arrangement to receive entitlements to capacity and energy from OVEC's power 
plants through June 2040 commensurate with its power participation ratio, 
which is equivalent to Duke Energy Ohio's ownership interest. Costs, including 
fuel, operating expenses, fixed costs, debt amortization, and interest expense, 
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are allocated to counterparties to the ICPA, including Duke Energy Ohio, based 
on their power participation ratio. The value of the ICPA is subject to variability 
due to fluctuations in power prices and changes in OVEC's costs of business. 
Deterioration in the credit quality or bankruptcy of one or more parties to the ICPA 
could increase the costs of OVEC. In addition, certain proposed environmental 
rulemaking costs could result in future increased cost allocations. 

The retired Beckjord generating station (Beckjord), a nonregulated facility 
retired during 2014, is not subject to the EPA rule related to the disposal of CCR 
from electric utilities. However, if costs are incurred as a result of environmental 
regulations or to mitigate risk associated with on-site storage of coal ash, the 
costs could have an adverse impact on other's financial position, results of 
operations and cash flows. 

Earnings from an equity method investment in NMC reflect sales of 
methanol and MTBE, which generate margins that are directionally correlated 
with Brent crude oil prices. The recent decline in crude oil prices have reduced 
the earnings realized from NMC. Further weakness in the market price of Brent 
crude oil and related commodities may result in a further decline in earnings. 
Duke Energy's economic ownership interest will decrease from 25 percent to 
17 .5 percent upon successful startup of NMC's polyacetal production facility, 
which is expected to occur in the second quarter of 2017. 

U.S. federal tax reform has become an important priority of the current 
Congress and Administration. Any substantial revision to the U.S. tax code, 
including a loss of the ability to deduct interest expense, could adversely impact 
Duke Energy's future earnings, cash flows or financial position. 

DUKE ENERGY CAROLINAS 

Introduction 

Management's Discussion and Analysis should be read in conjunction 
with the accompanying Consolidated Financial Statements and Notes for the 
years ended December 31, 2016, 2015 and 2014. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Loss on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses 

Interest Expense 

Income Before Income Tax.es 

Income Tax Expense 

Net Income 
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(LOSS) INCOME FROM DISCONTINUED OPERATIONS, NET OF TAX 

Year Ended December 31, 2016 as Compared to 2015 

The variance was primarily driven by the loss on the disposal of Duke 
Energy's Latin American generation business and an impairment charge 
related to certain assets in Central America, partially offset by a tax benefit 
related to historic unremitted foreign earnings and immaterial out of period tax 
adjustments unrelated to the Disposal Groups. See Note 2 to the Consolidated 
Financial Statements, "Acquisitions and Dispositions," for additional 
information. 

Year Ended December 31, 2015 as Compared to 2014 

The variance was primarily due to the 2014 impairment of the 
Midwest Generation Disposal Group and a 2014 tax charge related to 
historic unremitted foreign earnings, partially offset by lower operating 
results of the International Disposal Group in 2015 compared to 2014. 
Operating results for the International Disposal Group in 2015 were impacted 
by lower demand, unfavorable hydrology in Brazil, changes in foreign 
currency exchange rates, the absence of a 2014 tax benefit related to the 
reorganization of Chilean operations and lower dispatch in Central America 
due to increased competition. 

Basis of Presentation 

The results of operations and variance discussion for Duke Energy 
Carolinas is presented in a reduced disclosure format in accordance with 
General Instruction (1)(2)(a) of Form 10-K. 

Yeor.; Ended December 31, 

2016 2015 Variance 

$ 7,322 $ 7,229 $ 93 
5,255 5,268 (13) 

(5) (1) (4) 

2,062 1,960 102 

162 160 2 
424 412 12 

1,800 1,708 92 
634 627 7 

$ 1,166 $ 1,081 $ 85 

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Carolinas. The below percentages for retail 
customer classes represent billed sales only. Total sales includes billed and unbilled retail sales and wholesale sales to incorporated municipalities and to public and 
private utilities and power marketers. Amounts are not weather normalized. 

Increase (Decrease) over prior year 2016 2015 
Residential sales 0.1% (0.2)% 

General service sales 0.7% 1.0% 
Industrial sales (0.9)% 2.6% 
Wholesale power sales 9.8% l.5% 

Joint dispatch sales (2.3)% (44.8)% 

Total sales 1.8% (I.3)% 

Average number of customers 1.4% 1.3% 
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Year Ended December 31, 2016 as Compared to 2015 

Operating Revenues. The variance was driven primarily by, 

• a $91 million increase in retail pricing and rider revenues, including 
increased revenues related to energy efficiency programs and the 
expiration of the North Carolina cost of removal decrement rider; 

• a $58 million increase in retail sales, net of fuel revenues, to retail 
customers due to more favorable weather compared to the prior year; and 

• a $45 million increase in wholesale power revenues, net of sharing, 
primarily due to additional demand from customers served under long
term contracts. 

Partially offset by, 

• a $106 million decrease in fuel revenues, driven primarily by lower fuel 
prices included in electric retail and wholesale rates. 

Operating Expenses. The variance was driven primarily by; 

• an $84 million decrease in fuel expense (including purchased power) 
primarily due to lower natural gas and coal prices, as well as changes 
in generation mix. 

Partially offset by, 

• a $41 million increase in operations and maintenance expense 
primarily due to costs associated with merger commitments related to 
the Piedmont acquisition in 2016, increased employee benefit costs, 
higher energy efficiency program costs, and higher storm restoration 
costs, partially offset by lower severance expenses, lower expenses 
at generating plants, lower costs associated with the Progress Energy 
merger and decreased corporate costs; 

• a $24 million increase in depreciation and amortization expense due to 
additional plant in service; and 

• a $7 million increase in property and other taxes primarily due to higher 
property taxes. 

Interest Expense. The variance was primarily due to higher debt 
outstanding in the current year. 

PROGRESS ENERGY 

Introduction 

Management's Discussion and Analysis should be read in conjunction 
with the accompanying Consolidated Financial Statements and Notes for the 
years ended December 31, 2D16, 2D15 and 2014. 
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Income Tax Expense. The variance was primarily due to an increase 
in pretax income, partially offset by a lower effective tax rate. The effective tax 
rate for the years ended December 31, 2016 and 2015 were 35.2 percent and 
36.7 percent, respectively. The decrease in the effective tax rate was primarily 
due to audit settlements and the impact of favorable tax return true·ups. 

Matters Impacting Future Results 

An order from regulatory authorities disallowing recovery of costs related 
to closure of ash impoundments could have an adverse impact on Duke Energy 
Carolinas' financial position, results of operations and cash flows. See Notes 
4 and 9 to the Consolidated Financial Statements, "Regulatory Matters" and 
·~sset Retirement Obligations," respectively, for additional information. 

On May 18, 2016, the NCDEQ issued proposed risk classifications for 
all coal ash surface impoundments in North Carolina. All ash impoundments 
not previously designated as high priority by the Coal Ash Act were designated 
as intermediate risk. Certain impoundments classified as intermediate risk, 
however, may be reassessed in the future as low risk pursuant to legislation 
signed by the former North Carolina governor on July 14, 2016. Duke Energy 
Carolinas' estimated AROs related to the closure of North Carolina ash 
impoundments are based upon the mandated closure method or a probability 
weighting of potential closure methods for the impoundments that may be 
reassessed to low risk. As the final risk ranking classifications in North 
Carolina are delineated, final closure plans and corrective action measures 
are developed and approved for each site, the closure work progresses, and 
the closure method scope and remedial action methods are determined, the 
complexity of work and the amount of coal combustion material could be 
different than originally estimated and, therefore, could materially impact Duke 
Energy Carolinas' financial position. See Note 9 to the Consolidated Financial 
Statements, "Asset Retirement Obligations," for additional information. 

Duke Energy Carolinas is a party to multiple lawsuits and subject to fines and 
.other penalties related to the Dan River coal ash release and operations at other 
North Carolina facilities with ash basins. The outcome of these lawsuits, fines and 
penalties could have an adverse impact on Duke Energy Carolinas' financial position, 
results of operations and cash flows. See Note 5 to the Consolidated Financial 
Statements, "Commitments and Contingencies,'' for additional information. 

Duke Energy Carolinas intends to file a rate case in North Carolina in 2017 
to recover costs of complying with CCR regulations and the Coal Ash Act, as 
well as costs of capital investments in generation, transmission and distribution 
systems and any increase in expenditures subsequent to previous rate cases. 
Duke Energy Carolinas' earnings could be adversely impacted if the rate case is 
delayed or denied by the NCUC. 

Basis of Presentation 

The results of operations and variance discussion for Progress Energy is 
presented in a reduced disclosure format in accordance with General Instruction 
(1)(2)(a) of Form lO·K. 
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Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Income from Continuing Operations 

Income (loss) from Discontinued Operations, net of tax 
Net Income 

Less: Net Income Attributable to Noncontrolling Interests 

Net Income Attributable to Parent 

Year Ended December 31, 2016 as Compared to 2015 

Operating Revenues. The variance was driven primarily by: 

• a $638 million decrease in fuel revenues due to lower fuel prices and 
changes in generation mix, partially offset by increased capacity rates 
to retail customers at Duke Energy Florida; and 

• a $17 million decrease in retail sales, net of fuel revenue, due to 
unfavorable weather compared to the prior year at Duke Energy Florida. 

Partially offset by: 

• a $188 million increase in rider revenues, including increased revenues 
related to energy efficiency programs, the additional ownership interest 
in certain generating assets acquired from NCEMPA in the third quarter 
of 2015, nuclear asset securitization revenues beginning in 2Dl6, and 
an increase in energy conservation and environmental cost recovery 
clause revenues, partially offset by lower nuclear cost recovery clause 
(NCRC) rider revenues due to suspending recovery for the Levy nuclear 
project in 2015; and 

• a $34 million increase in wholesale power revenues primarily due to the 
NCEMPA contract, partially offset by lower peak demand at Duke Energy 
Progress and contracts that expired in the prior year at Duke Energy 
Florida. 

Operating Expenses. The variance was driven primarily by: 

• a $581 million decrease in fuel expense primarily due to lower natural 
gas prices, changes in generation mix, lower deferred fuel expense, and 
lower generation costs, partially offset by increased purchased power. 

Partially offset by: 

• a $96 million increase in depreciation and amortization expense 
primarily due to additional plant in service, including the additional 
ownership interest in generation assets acquired from NCEMPA; and 

• an $84 million increase in operations and maintenance expense due 
to costs associated with merger commitments related to the Piedmont 
acquisition in 2Dl6, higher employee benefit costs, and higher storm 
restoration costs at Duke Energy Progress, partially offset by lower 
nuclear costs and severance costs at Duke Energy Progress and lower 
costs related to fleet maintenance work at Duke Energy Florida. 
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Years Ended December 31, 

2016 2015 Variance 
$ 9,853 $10,277 $ 1424) 

7,737 8,142 1405) 
25 25 

2,141 2,160 

114 97 
689 670 

1,566 1,587 
527 522 

1,039 1,065 

2 13) 
1,041 1,062 

10 11 
$ 1,031 $ 1,051 $ 

Other Income and Expenses. The variance is due to higher AFUDC 
equity return on certain projects at Duke Energy Florida. 

119) 

17 
19 

121) 

5 
126) 

5 
121) 

Ill 
120) 

Interest Expense. The variance is due to higher debt outstanding, 
partially offset by higher AFUDC debt return on certain projects at Duke Energy 
Florida. 

Income Tax Expense. The variance was primarily due to a higher 
effective tax rate, partially offset by lower pretax income. The effective tax rate 
for the 12 months ended December 31, 2016 and 2Dl5 were 33.7 percent and 
32.9 percent, respectively. 

Matters Impacting Future Results 

An order from regulatory authorities disallowing recovery of costs related 
to closure of ash impoundments could have an adverse impact on Progress 
Energy's financial position, results of operations and cash flows. See Notes 
4 and 9 to the Consolidated Financial Statements, "Regulatory Matters" and 
"Asset Retirement Obligations," respectively, for additional information. 

On May 18, 2016, the NCDEQ issued proposed risk classifications for 
all coal ash surtace impoundments in North Carolina. All ash impoundments 
not previously designated as high priority by the Coal Ash Act were designated 
as intermediate risk. Certain impoundments classified as intermediate risk, 
however, may be reassessed in the future as low risk pursuant to legislation 
signed by the former North Carolina governor on July 14, 2016. Duke Energy 
Progress' estimated AROs related to the closure of North Carolina ash 
impoundments are based upon the mandated closure method or a probability 
weighting of potential closure methods for the impoundments that may be 
reassessed to low risk. As the final risk ranking classifications in North 
Carolina are delineated, final closure plans and corrective action measures 
are developed and approved for each site, the closure work progresses, and 
the closure method scope and remedial action methods are determined, the 
complexity of work and the amount of coal combustion material could be 
different than originally estimated and, therefore, could materially impact Duke 
Energy Progress' financial position. See Note 9 to the Consolidated Financial 
Statements, "Asset Retirement Obligations," for additional information. 

Duke Energy Progress is a party to multiple lawsuits and subject to fines 
and other penalties related to operations at certain North Carolina facilities with 
ash basins. The outcome of these lawsuits, fines and penalties could have an 
adverse impact on Progress Energy's financial position, results of operations 
and cash flows. See Note 5 to the Consolidated Financial Statements, 
"Commitments and Contingencies," for additional information. 
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In the fourth quarter of 2016, Hurricane Matthew caused historic 
flooding, extensive damage and widespread power outages within the Duke 
Energy Progress service territol)'. Duke Energy Progress filed a petition with the 
NCUC requesting an accounting order to defer approximately $140 million of 
incremental operation and maintenance and capital costs incurred in response 
to Hurricane Matthew and other significant 2016 storms. The NCUC has not 
ruled on the petition. A final order from the NCUC that disallows the deferral and 
future recovel)' of all or a significant portion of the incremental storm restoration 

DUKE ENERGY PROGRESS 

Introduction 

Management's Discussion and Analysis should be read in conjunction 
with the accompanying Consolidated Financial Statements and Notes for the 
years ended December 31, 2016, 2015 and 2014. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Gains on Sales of Other Asset and Other, net 

Operating Income 

Other Income and Expenses 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 
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costs incurred could result in an adverse impact on Progress Energy's financial 
position, results of operations and cash flows. 

Duke Energy Progress intends to file a rate case in North Carolina in 2017 
to recover costs of complying with CCR regulations and the Coal Ash Act, as 
well as costs of capital investments in generation, transmission and distribution 
systems and any increase in expenditures subsequent to previous rate cases. 
Progress Energy's earnings could be adversely impacted ifthe rate case is 
delayed or denied by the NCUC. 

Basis of Presentation 

The results of operations and variance discussion for Duke Energy 
Progress is presented in a reduced disclosure format in accordance with General 
Instruction (1)(2)(a) of Form 10-K. 

Years Ended December 31, 

2016 2015 Variance 
$ 5,277 $ 5,290 $ (13) 

4,194 4,269 (75) 

3 3 
1,086 1,024 62 

71 71 
257 235 22 
900 860 40 
301 294 7 

$ 599 $ 566 $ 33 

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Progress. The below percentages for retail 
customer classes represent billed sales only. Total sales includes billed and unbilled retail sales and wholesale sales to incorporated municipalities and to public and 
private utilities and power marketers. Amounts are not weather normalized. 

Increase (Decrease) over prior year 

Residential sales 

General service sales 

Industrial sales 

Wholesale power sales 

Joint dispatch sales 

Total sales 

Average number of customers 

Year Ended December 31, 2016 as Compared to 2015 

Operating Revenues. The variance was driven primarily by: 

• a $206 million decrease in fuel revenues driven by lower natural gas 
prices and changes in generation mix; 

• a $17 million decrease in intercompany Joint Dispatch Agreement (JDA) 
revenues; and 

• a $5 million decrease in transmission revenues due to a settlement 
with customers that reduced the rate of return on equity. 

Partially offset by: 

• a $150 million increase in rider revenues due to the purchase of 
NCEMPA's ownership interest in certain generating assets and energy 
efficiency programs; and 

42 

2016 2015 
(1.5)% (1.4)% 

0.2% 0.9% 
(0.1)% (0,3)% 

18.4% 13.0% 
17.7% 14.1% 

6.4% 3.2% 

1.3% 1.4% 

• a $65 million increase in wholesale power revenues primarily due to 
the NCEMPA contract effective August 1, 2015, partially offset by lower 
peak demand. 

Operating Expenses. The variance was driven primarily by: 

• a $199 million decrease in fuel expense primarily due to lower natural 
gas prices and changes in generation mix. 

Partially offset by: 

• a $61 million increase in depreciation and amortization expense 
primarily due to additional plant in service, including the additional 
ownership interest in generating assets acquired from NCEMPA; 
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• a $51 million increase in operations and maintenance expense primarily 
due to a favorable pension expense adjustment recorded in 2015, costs 
associated with merger commitments related to the Piedmont acquisition 
in 2016, higher storm restoration costs, and higher employee benefit 
costs, partially offset by lower nuclear costs (net of nuclear levelization) 
due to fewer outages in 2016 and lower severance costs; and 

• a $15 million increase in property and other taxes due to a 2015 North 
Carolina franchise Tax refund and increases in current year property 
taxes in North Carolina and South Carolina. 

Interest Expense. The variance was due to higher debt outstanding. 

Income Tax Expense. The variance was primarily due to an increase 
in pretax income, partially offset by a lower effective tax rate. The effective tax 
rate forthe years ended December 31, 2016 and 2015 were 33.4 percent and 
34.2 percent, respectively. The decrease in the effective tax rate was primarily 
due to the impact of favorable tax return true-ups and a rate change in 
North Carolina. 

Matters Impacting Future Results 

An order from regulatory authorities disallowing recovery of costs related 
to closure of ash impoundments could have an adverse impact on Duke Energy 
Progress' financial position, results of operations and cash flows. See Notes 
4 and 9 to the Consolidated financial Statements, "Regulatory Matters" and 
·~sset Retirement Obligations," respectively, tor additional information. 

On May 18, 2016, the NCDEQ issued proposed risk classifications for 
all coal ash surtace impoundments in North Carolina. All ash impoundments 
not previously designated as high priority by the Coal Ash Act were designated 
as intermediate risk. Certain impoundments classified as intermediate risk, 
however, may be reassessed in the future as low risk pursuant to legislation 
signed by the former North Carolina governor on July 14, 2016. Duke Energy 

DUKE ENERGY FLORIDA 

Introduction 

Management's Discussion and Analysis should be read in conjunction 
with the accompanying Consolidated financial Statements and Notes tor the 
years ended December 31, 2016, 2015 and 2014. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Operating Income 

Other Income and Expenses 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 
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Progress' estimated AROs related to the closure of North Carolina ash 
impoundments are based upon the mandated closure method or a probability 
weighting of potential closure methods for the impoundments that may be 
reassessed to low risk. As the final risk ranking classifications in North 
Carolina are delineated, final closure plans and corrective action measures 
are developed and approved for each site, the closure work progresses, and 
the closure method scope and remedial action methods are determined, the 
complexity of work and the amount of coal combustion material could be 
different than originally estimated and, therefore, could materially impact Duke 
Energy Progress' financial position. See Note 9 to the Consolidated financial 
Statements, "Asset Retirement Obligations," tor additional information. 

Duke Energy Progress is a party to multiple lawsuits and subject to 
fines and other penalties related to operations at certain North Carolina 
facilities with ash basins. The outcome of these lawsuits, tines and penalties 
could have an adverse impact on Duke Energy Progress' financial position, 
results of operations and cash flows. See Note 5 to the Consolidated financial 
Statements, "Commitments and Contingencies," tor additional information. 

In the fourth quarter of 2016, Hurricane Matthew caused historic 
flooding, extensive damage and widespread power outages within the Duke 
Energy Progress service territory. Duke Energy Progress tiled a petition with the 
NCUC requesting an accounting order to deter approximately $140 million of 
incremental operation and maintenance and capital costs incurred in response 
to Hurricane Matthew and other significant 2016 storms. The NCUC has not 
ruled on the petition. A final order from the NCUC that disallows the deferral and 
future recovery of all or a significant portion of the incremental storm restoration 
costs incurred could result in an adverse impact on Duke Energy Progress' 
financial position, results of operations and cash flows. 

Duke Energy Progress intends to tile a rate case in North Carolina in 2017 
to recover costs of complying with CCR regulations and the Coal Ash Act, as 
well as costs of capital investments in generation, transmission and distribution 
systems and any increase in expenditures subsequent to previous rate cases. 
Duke Energy Progress' earnings could be adversely impacted it the rate case is 
delayed or denied by the NCUC. 

Basis of Presentation 

The results of operations and variance discussion tor Duke Energy 
Florida is presented in a reduced disclosure format in accordance with General 
Instruction (1)(2)(a) of form 10-K. 

Years Ended December 31, 

2016 2015 Variance 
$ 4,568 $ 4,977 $ (409) 

3,527 3,862 (335) 

1,041 1,115 (741 
44 24 20 

212 198 14 
873 941 (68) 

322 342 (20) 

$ 551 $ 599 $ (48) 

The following table shows the percent changes in GWh sales and average number of customers tor Duke Energy Florida. The below percentages tor retail 
customer classes represent billed sales only. Wholesale power sales include both billed and unbilled sales. Total sales includes billed and unbilled retail sales and 
wholesale sales to incorporated municipalities and to public and private utilities and power marketers. Amounts are not weather normalized. 
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Increase (Decrease) over prior year 
Residential sales 

General service sales 
Industrial sales 

Wholesale and other 

Total sales 
Average number of customers 

Year Ended December 31, 2016 as Compared to 2015 

Operating Revenues. The variance was driven primarily by: 

• a $432 million decrease in fuel and capacity revenues primarily due 
to lower fuel prices to retail customers, partially offset by increased 
capacity rates to retail customers; 

• a $31 million decrease in wholesale power revenues primarily driven by 
contracts that expired in the prior year; and 

• a $17 million decrease in retail sales, net of fuel revenue, due to 
unfavorable weather compared to the prior year. 

Partially offset by: 

• a $38 million increase in rider revenues primarily due to nuclear asset 
securitization revenues beginning in 2016, and an increase in energy 
conservation cost recovery clause and environmental cost recovery 
clause revenues due to higher recovery rates in 2016, partially offset by 
a decrease in NCRC revenues as a result of suspending recovery of the 
Levy nuclear project in 2015; 

• a $19 million increase in other revenues primarily due to a customer 
settlement charge taken in the prior year, increased transmission 
demand and higher transmission rates; and 

• a $16 million increase in weather-normal sales volumes to retail 
customers in the current year. 

Operating Expenses. The variance was driven primarily by: 

• a $382 million decrease in fuel expense primarily due to lower deferred 
fuel expense and lower generation costs, partially offset by increased 
purchased power; and 

DUKE ENERGY OHIO 

Introduction 

Management's Discussion and Analysis should be read in conjunction 
with the accompanying Consolidated Financial Statements and Notes for the 
years ended December 31, 2016, 2015 and 2014. 

Results of Operations 

(in millions) 
Operating Revenues 
Operating Expenses 
Gains on Sales of Other Assets and other, net 
Operating Income 
Other Income and Expenses 
Interest Expense 
Income from Continuing Operations Before Income Taxes 
Income Tax Expense from Continuing Operations 
Income from Continuing Operations 
Income from Discontinued Operations, net of tax 
Net Income 
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2016 2015 
1.7o/o 4.9% 

(0.11% 2.4% 
(2.91% 0.8% 
35.2% (2.31% 
0.9% 3.5% 
1.5% 1.5% 

• a $20 million decrease in property and other taxes due to lower revenue 
related taxes compared to the prior year. 

Partially offset by: 

• a $35 million increase in depreciation and amortization 
expense primarily due to an increase in base assets and clause 
amortization; and 

• a $33 million increase in operations and maintenance expense 
primarily due to higher employee benefit costs and costs recoverable 
through the energy conservation cost recovery clause, partially offset 
by lower costs related to fleet maintenance work. 

Other Income and Expenses. The variance was primarily driven by 
higher AFUDC equity return on the Citrus County Combined Cycle and Hines 
Chiller Uprate projects in the current year. 

Interest Expense. The variance was due to new bonds issued in 2016, 
partially offset by higher AFUDC debt return on the Citrus County Combined 
Cycle and Hines Chiller Uprate projects in the current year. 

Income Tax Expense. The variance was primarily due to lower pretax 
income, partially offset by a higher effective tax rate. The effective tax rate 
forthe years ended December 31, 2016 and 2015 were 36.9 percent and 
36.3 percent, respectively. The increase in effective tax rate was primarily due 
the release of tax reserves in 2015 due to expired tax statutes, partially offset by 
higher AFUDC equity. 

Basis of Presentation 

The results of operations and variance discussion for Duke Energy Ohio is 
presented in a reduced disclosure format in accordance with General Instruction 
(1)(2)(a) of Form 10-K. 

Years Ended December 31, 
2016 2015 Variance 

$ 1,944 $ 1,905 $ 39 
1,599 1,610 (11) 

2 8 (61 
347 303 44 

9 6 3 
86 79 

270 230 40 
78 81 (31 

192 149 43 
36 23 13 

$ 228 $ 172 $ 56 
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The following table shows the percent changes in GWh sales of electricity and average number of electric customers for Duke Energy Ohio. The below 
percentages for retail customer classes represent billed sales only. Total sales includes billed and unbilled retail sales and wholesale sales to incorporated 
municipalities and to public and private utilities and power marketers. Amounts are not weather normalized. 

Increase (Decrease) over prior year 

Residential sales 

General service sales 

Industrial sales 

Wholesale power sales 

Total sales 

Average number of customers 

Year Ended December 31, 2016 as Compared to 2015 

Operating Revenues. The variance was driven primarily by: 

• a $61 million increase in rider revenues primarily due to increased 
rates and true-ups. 

Partially offset by: 

• a $25 million decrease in fuel revenues driven by lower electric fuel and 
natural gas prices and decreased natural gas sales volumes. 

Operating Expenses. The variance was driven by: 

• a $38 million decrease in the cost of natural gas, primarily due to 
decreased volumes and lower natural gas prices. 

Partially offset by: 

• a $17 million increase in operations and maintenance expense primarily 
due to increased spending on energy efficiency programs, higher 
PJM transmission owner scheduling and reactive supply expenses, 
and increased costs related to distribution projects and inspection 
maintenance programs, partially offset by lower allocated corporate 
costs: 

• a $6 million increase in depreciation and amortization expense due to 
additional plant in service; and 

• a $4 million increase in property and other taxes due to higher property 
taxes. 

Income Tax Expense. The variance was primarily due to a lower effective 
tax rate, partially offset by an increase in pretax income. The effective tax 
rate forthe years ended December 31, 2016 and 2015 were 28.9 percent and 
35.2 percent, respectively. The decrease in the effective tax rate was primarily 
due to an immaterial out of period adjustment related to deferred tax balances 
associated with property, plant and equipment. 

Income from Discontinued Operations, Net of Tax. The variance 
was primarily due to an income tax benefit resulting from immaterial out of 
period deferred tax liability adjustments related to the Midwest Generation 
Disposal Group, partially offset by the Midwest Generation Disposal Group's 
operating results in 2015. See Note 2 to the Consolidated Financial Statements, 
·~cquisitions and Dispositions," for additional information. 
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2016 2015 

0.7o/o (2.2)% 

l.3'Yo (0.1)% 

(0.7)% 0.4% 
(53.9)% 222.3% 
(!.!)% 2.8% 

0.8% 0.7% 

Matters Impacting Future Results 

An order from regulatory authorities disallowing recovery of costs related 
to closure of ash basins could have an adverse impact on Duke Energy Ohio's 
financial position, results of operations and cash flows. See Notes 4 and 9 to the 
Consolidated Financial Statements, "Regulatory Matters" and "Asset Retirement 
Obligations," respectively, for additional information. 

Duke Energy Ohio's nonregulated Beckjord station, a facility retired during 
2014, is not subject to the EPA rule related to the disposal of CCR from electric 
utilities. However, if costs are incurred as a result of environmental regulations 
or to mitigate risk associated with on-site storage of coal ash at the facility, the 
costs could have an adverse impact on Duke Energy Ohio's financial position, 
results of operations and cash flows. 

In 2013, the PUCO issued an order (PUCO order) approving Duke Energy 
Ohio's recovery of costs incurred between 2008 and 2012 for environmental 
investigation and remediation of two former MGP sites. At December 31, 2016, 
Duke Energy Ohio had recorded in Regulatory assets on the Consolidated 
Balance Sheet approximately $99 million of estimated MGP remediation costs 
not yet recovered through the MGP rider mechanism. lntervenors have appealed 
to the Ohio Supreme Court the PUCO order authorizing recovery of these 
amounts. That appeal remains pending. Duke Energy Ohio cannot predict the 
outcome of the appeal before the Ohio Supreme Court or future action by the 
PUCO. If Duke Energy Ohio is not able to recover these remediation costs in 
rates, the costs could have an adverse impact on Duke Energy Ohio's financial 
position, results of operations and cash flows. See Note 4 to the Consolidated 
Financial Statements, "Regulatory Matters," for additional information. 

Duke Energy Ohio has a 9 percent ownership interest in OVEC, which owns 
2,256 MW of coal fired generation capacity. As a counterparty to an ICPA, Duke 
Energy Ohio has a contractual arrangement to receive entitlements to capacity 
and energy from OVEC's power plants through June 2040 commensurate 
with its power participation ratio, which is equivalent to Duke Energy Ohio's 
ownership interest. Costs, including fuel, operating expenses, fixed costs, 
debt amortization, and interest expense, are allocated to counterparties to the 
ICPA, including Duke Energy Ohio, based on their power part'icipation ratio. The 
value of the ICPA is subject to variability due to fluctuations in power prices 
and changes in OVEC's costs of business. Deterioration in the credit quality or 
bankruptcy of one or more parties to the ICPA could increase the costs of OVEC. 
In addition, certain proposed environmental rulemaking costs could result in 
future increased cost allocations. 

Duke Energy Ohio has notified the PUCO of its intent to file an electric 
distribution rate case in Ohio to address recovery of electric distribution system 
capital investments and any increase in expenditures subsequent to previous 
rate cases. Duke Energy Ohio's earnings could be adversely impacted if the rate 
case is delayed or denied by the PUCO. 
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Introduction 

Management's Discussion and Analysis should be read in conjunction 
with the accompanying Consolidated Financial Statements and Notes for the 
years ended December 31, 2016, 2015 and 2014. 

Results of Operations 

(in millions) 
Operating Revenues 

Operating Expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 
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Basis of Presentation 

The results of operations and variance discussion for Duke Energy 
Indiana is presented in a reduced disclosure format in accordance with General 
Instruction (1)(2)(a) of Form 10-K. 

Years Ended December 31, 
2016 2015 Variance 

$ 2,958 $ 2,890 $ 68 
2,194 2,247 (531 

1 
765 644 121 

22 11 11 
181 176 5 
606 479 127 
225 163 62 

$ 381 $ 316 $ 65 

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Indiana. The below percentages for retail 
customer classes represent billed sales only. Total sales includes billed and unbilled retail sales and wholesale sales to incorporated municipalities and to public and 
private utilities and power marketers. Amounts are not weather normalized. 

Increase (Decrease) over prior year 
Residential sales 

General service sales 

Industrial sales 

Wholesale power sales 

Total sales 

Average number of customers 

Year Ended December 31, 2016 as Compared to 2015 

Operating Revenues. The variance was driven primarily by: 

• a $94 million increase in rider revenues related to clean coal equipment 
and Edwardsport IGCC; and 

• a $20 million increase in wholesale power revenues due to new 
contracts and higher demand. 

Partially offset by: 

• a $50 million decrease in fuel revenues primarily due to a decrease in 
fuel prices. 

Operating Expenses. The variance was driven primarily by: 

• a $73 million decrease in fuel expense primarily due to lower fuel prices 
and lower purchased power costs; and 

• an $88 million pretax impairment charge in the prior year related to the 
2015 Edwardsport IGCC settlements. 

Partially offset by: 

• a $62 million increase in depreciation and amortization expense 
primarily due to additional plant in service, as well as increased 
depreciation related to AROs; 
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2016 2015 
(0.41% (4.11% 
0.7o/o (0.51% 
0.4o/o (1.41% 

10.So/o 9.4% 
2.5°!o 0.3% 

l.l'Yo 0.8% 

• a $40 million increase in operations and maintenance expense due to 
2016 costs at Edwardsport IGCC in excess of the settlement cap and 
increased costs related to energy efficiency programs and clean coal 
technology that are recoverable through rate riders, partially offset by 
decreased expenses at several generating plants; and 

• an $8 million impairment charge in the current year related to the early 
retirement of certain metering equipment. 

Other Income and Expense. The variance was driven primarily by an 
increase in AFUDC equity in the current year and certain costs resulting from the 
2015 Edwardsport IGCC settlements in the prior year. 

Income Tax Expense. The variance was primarily due to an increase in 
pretax income. The effective tax rates for the years ended December 31, 2016 
and 2015 were 37.1 percent and 34.0 percent, respectively. The increase in the 
effective tax rate was primarily due to an immaterial out of period adjustment 
to deferred tax balances in 2015 associated with property, plant and equipment 
and the reclassification of state tax credits from income tax to general franchise 
tax in 2016. 

Matters Impacting Future Results 

On April 17, 2015, the EPA published in the Federal Register a rule to 
regulate the disposal of CCR from electric utilities as solid waste. Duke Energy 
Indiana has interpreted the rule to identify the coal ash basin sites impacted 
and has assessed the amounts of coal ash subject to the rule and a method of 
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compliance. Duke Energy Indiana's interpretation of the requirements of the CCR 
rule is subject to potential legal challenges and further regulatory approvals, 
which could result in additional ash basin closure requirements, higher costs of 
compliance and greater AROs. An order from regulatory authorities disallowing 
recovery of costs related to closure of ash basins could have an adverse 
impact on Duke Energy Indiana's financial position, results of operations and 
cash flows. 

The IURC approved a settlement agreement between Duke Energy Indiana 
and multiple parties that resolves all disputes, claims and issues from the IURC 
proceedings related to post-commercial operating pertormance and recovery of 
ongoing operating and capital costs at the Edwardsport IGCC generating facility. 
Pursuant to the terms of this agreement, the agreement imposes a cost cap for 
retail recoverable operations and maintenance costs through 2017. An inability 
to manage operating costs in accordance with caps imposed pursuant to the 
agreement could have an adverse impact on Duke Energy Indiana's financial 
position, results of operations and cash flows. See Note 4 to the Consolidated 
Financial Statements, "Regulatory Matters," for additional information. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

Preparation offinancial statements requires the application of accounting 
policies, judgments, assumptions and estimates that can significantly affect 
the reported results of operations, cash flows or the amounts of assets and 
liabilities recognized in the financial statements. Judgments made include 
the likelihood of success of particular projects, possible legal and regulatory 
challenges, earnings assumptions on pension and other benefit fund 
investments and anticipated recovery of costs, especially through regulated 
operations. 

Management discusses these policies, estimates and assumptions with 
senior members of management on a regular basis and provides periodic 
updates on management decisions to the Audit Committee of the Board of 
Directors. Management believes the areas described below require significant 
judgment in the application of accounting policy or in making estimates 
and assumptions that are inherently uncertain and that may change in 
subsequent periods. 

For further information, see Note l to the Consolidated Financial 
Statements, "Summary of Significant Accounting Policies." 

Regulated Operations Accounting 

Duke Energy's regulated operations meet the criteria for application of 
regulated operations accounting treatment for substantially all of its operations. 
As a result, Duke Energy records assets and liabilities that would not be 
recorded 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 or reduce rates to customers for previous 
collections or deferred revenue for costs that have yet to be incurred. Regulatory 
assets and liabilities can also be recorded for Alternative Revenue Programs 
(ARP), such as rate stabilization adjustment mechanisms and weather 
normalization adjustments. These programs allow for the deferral or accrual 
of revenues to provide recovery of approved margins on an annual basis 
independent of weather and consumption patterns. Duke Energy also has ARPs 
that relate to energy efficiency programs. 

Management continually assesses whether recorded regulatory assets 
are probable of future recovery by considering factors such as applicable 
regulatory environment changes, historical regulatory treatment for similar costs 
in Duke Energy's jurisdictions, litigation of rate orders, recent rate orders to 
other regulated entities, levels of actual return on equity compared to approved 
rates of return on equity and the status of any pending or potential deregulation 
legislation. If future recovery of costs ceases to be probable, asset write-offs 
would be recognized in operating income. Additionally, regulatory agencies 
can provide flexibility in the manner and timing of the depreciation of property, 
plant and equipment, recognition of asset retirement costs and amortization of 
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regulatory assets, or may disallow recovery of all or a portion of certain assets. 
For further information on regulatory assets and liabilities, see Note 4 to the 
Consolidated Financial Statements, "Regulatory Matters." 

As required by regulated operations accounting rules, significant judgment 
can be required to determine if an otherwise recognizable incurred cost, such as 
closure costs for ash impoundments, qualifies to be deferred for future recovery 
as a regulatory asset. Significant judgment can also be required to determine if 
revenues previously recognized are for entity specific costs that are no longer 
expected to be or have not yet been incurred and are therefore a regulatory 
liability. See Note 4 to the Consolidated Financial Statements, "Regulatory 
Matters," tor a more in-depth discussion of Regulatory Assets and liabilities. 

Regulated operations accounting rules also require recognition of a 
disallowance (also called "impairment") loss if it becomes probable that part of 
the cost of a plant under construction (or a recently completed or an abandoned 
plant) will be disallowed for ratemaking purposes and a reasonable estimate of 
the amount of the disallowance can be made. For example, if a cost cap is set 
for a plant still under construction, the amount of the disallowance is a result of 
a judgment as to the ultimate cost of the plant. other disallowances can require 
judgments on allowed future rate recovery. See Note 4 to the Consolidated 
Financial Statements, "Regulatory Matters," for a discussion of disallowances 
recorded related to the Edwardsport IGCC Plant, the retired Crystal River Unit 3 
Nuclear Plant (Crystal River Unit 3) and the Grid Infrastructure Improvement Plan. 

When it becomes probable that regulated assets will be abandoned, 
the cost of the asset is removed from plant in service. The value that may be 
retained as a regulatory 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, if any, could be partially 
or fully offset by the establishment of a regulatory asset if rate recovery is 
probable. The impairment for a disallowance of costs for regulated plants 
under construction, recently completed or abandoned is based on discounted 
cash flows. 

For further information, see Note 4 to the Consolidated Financial 
Statements, "Regulatory Matters." 

Goodwill Impairment Assessments 

Duke Energy allocates goodwill to reporting units, which are either the 
Business Segments listed in Note 3 to the Consolidated Financial Statements or 
one level below based on how the Business Segment is managed. Duke Energy 
is required to test goodwill tor impairment at least annually and more frequently 
if it is more likely than not that the fair value is less than the carrying value. 
Duke Energy pertorms its annual impairment test as of August 31. 

Application of the goodwill impairment test requires management's 
judgment, including determining the fair value of the reporting unit, which 
management estimates using a weighted combination of the income approach, 
which estimates fair value based on discounted cash flows, and the market 
approach, which estimates fair value based on market com parables within the 
utility and energy industries. Significant assumptions used in these fair value 
analyses include discount and growth rates, future rates of return expected 
to result from ongoing rate regulation, utility sector market pertormance and 
transactions, projected operating and capital cash flows for Duke Energy's 
business and the fair value of debt. 

Estimated future cash flows under the income approach are based 
to a large extent on Duke Energy's internal business plan, and adjusted as 
appropriate for Duke Energy's views of market participant assumptions. Duke 
Energy's internal business plan reflects management's assumptions related 
to customer usage and attrition based on internal data and economic data 
obtained from third-party sources, 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 
filings, future approved rates of returns on equity, anticipated earnings/returns 
related to significant future capital investments, continued recovery of cost of 
service, the renewal of certain contracts and the future of renewable tax credits. 
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Management also makes assumptions regarding operation, maintenance 
and general and administrative costs based on the expected outcome of the 
aforementioned events. 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. 

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 cash flows. Management 
determines the appropriate discount rate for each of its reporting units based on 
the weighted average cost of capital (WACC) for each individual reporting unit. 
The WACC takes into account both the after-tax cost of debt and cost of equity. 
A major component of the cost of equity is the current risk-free rate on 20-year 
U.S. Treasury bonds. In the 2016 impairment tests, Duke Energy considered 
implied WACCs for certain peer companies in determining the appropriate WACC 
rates to use in its analysis. As each reporting unit has a different risk profile 
based on the nature of its operations, including factors such as regulation, the 
WACC for each reporting unit may differ. Accordingly, the WACCs were adjusted, 
as appropriate, to account for company specific risk premiums. The discount 
rates used for calculating thefair values as of August 31, 2016, for each of 
Duke Energy's domestic reporting units ranged from 5.2 percent to 15 percent. 
The underlying assumptions and estimates are made as of a point in time. 
Subsequent changes, particularly changes in the discount rates, authorized 
regulated rates of return or growth rates inherent in management's estimates of 
future cash flows, could result in future impairment charges. 

For Duke Energy's international operations, a country-specific risk 
adder based on the average risk premium for each separate country in which 
International Energy operates was added to the base discount rate to reflect 
the differing risk profiles. This resulted in a discount rate for the August 31, 
2016, goodwill impairment test for the international operations of 11.5 percent. 
In December 2D16, Duke Energy disposed of its international operations and 
no longer has goodwill associated with the international operations. For further 
information, see Note 2 to the Consolidated Financial Statements, ·~cquisitions 
and Dispositions." 

Duke Energy primarily operates in environments that are either fully 
or 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 Energy's regulated 
utilities operate to some degree with a buffer from the direct effects, positive 
or negative, of significant swings in market or economic conditions. However, 
significant changes in discount rates over a prolonged period may have a 
material impact on the fair value of equity. 

As of August 31, 2016, all of the reporting units' estimated fair value of 
equity substantially exceeded the carrying value of equity. 

For further information, see Note 11 to the Consolidated Financial 
Statements, "Goodwill and Intangible Assets." 

Asset Retirement Obligations 

AROs are recognized for legal obligations associated with the retirement 
of property, plant and equipment. Substantially all AROs are related to regulated 
operations. When recording an ARO, the present value of the projected liability 
is recognized in the period in which it is incurred, if a reasonable estimate of 
fair value can be made. The liability is accreted over time. For operating plants, 
the present value of the liability is added to the cost of the associated asset and 
depreciated over the remaining life of the asset. For retired plants, the present 
value of the liability is recorded as a regulatory asset unless determined not to 
be recoverable. 

The present value of the initial obligation and subsequent updates are 
based on discounted cash flows, which include estimates regarding timing of 
future cash flows, selection of discount rates and cost escalation rates, among 
other factors. These estimates are subject to change. Depreciation expense is 
adjusted prospectively for any changes to the carrying amount of the associated 
asset. The Duke Energy Registrants receive amounts to fund the cost of the 
ARO for regulated operations through a combination of regulated revenues 
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and earnings on the nuclear decommissioning trust fund (NDTF). As a result, 
amounts recovered in regulated revenues, earnings on the NDTF, accretion 
expense and depreciation of the associated asset are netted and deferred as a 
regulatory asset or liability. 

Obligations for nuclear decommissioning are based on-site-specific 
cost studies. Duke Energy Carolinas and Duke Energy Progress assume prompt 
dismantlement of the nuclear facilities after operations are ceased. Duke 
Energy Florida assumes Crystal River Unit 3 will be placed into a safe storage 
configuration until eventual dismantlement is completed by 2074. Duke Energy 
Carolinas, Duke Energy Progress and Duke Energy Florida also assume that 
spent fuel will be stored on-site until such time that it can be transferred to a 
yet to be built U.S. Department of Energy (DOE) facility. 

Obligations for closure of ash basins are based upon discounted cash 
flows of estimated costs for site-specific plans, if known, or probability 
weightings of the potential closure methods if the closure plans are under 
development and multiple closure options are being considered and evaluated 
on a site-by-site basis. 

For further information, see Note 9 to the Consolidated Financial 
Statements, "Asset Retirement Obligations." 

Long-Lived Asset Impairment Assessments, Excluding Regulated Operations 

Property, plant and equipment, excluding plant held for sale, is stated 
at the lower of carrying value (historical cost less accumulated depreciation 
and previously recorded impairments) or fair value, if impaired. Duke Energy 
evaluates property, plant and equipment for impairment when events or 
changes in circumstances (such as a significant change in cash flow projections 
or the determination that it is more likely than not that an asset or asset group 
will be sold) indicate 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 their carrying value. 

Pertorming an impairment evaluation involves a 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. If an impairment has 
occurred, the amount of the impairment recognized is determined by estimating 
the fair value and recording a loss if the carrying value is greater than the 
fair value. Additionally, determiningfair value requires probability weighting 
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 offuture cash flows are, by nature, highly 
uncertain and may vary significantly from actual results. For assets identified 
as held for sale, the carrying value is compared to the estimated fair value less 
cost to sell 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 determining whether an asset or asset group has been impaired, 
management groups assets at the lowest level that has discrete cash flows. 

Revenue Recognition 

Revenues are recognized when either the electric service is provided or 
the natural gas is delivered. As retail meters are read, invoices are prepared 
and the invoice amount is generally recognized as "billed" revenue. Operating 
revenues also include "unbilled" electric and natural gas revenues for the 
amount of service provided or product delivered after the last meter reading 
prior to the end of the accounting period. Unbilled retail revenues are estimated 
by applying an average revenue per kilowatt-hour (kWh), per thousand cubic 
feet (Mcfl or per dekatherm (dth) for all customer classes to the number of 
estimated kWh, Mcf or dth delivered but not yet billed. 

For wholesale customers, the invoice amount is generally recognized as 
"billed" revenue. Although meters are read as ofthe end of the month, invoices 
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have typically not been prepared. An estimate of the wholesale invoice is 
included in the reported amount of "unbilled" revenue. In addition, adjustments 
to accounts receivable or accruals of accounts payable are sometimes recorded 
to contracts billed under estimated formula rates, which are subsequently 
trued-up in the following year. 

The amount of unbilled revenues can vary significantly from period to 
period as a result of numerous factors that impact the change in the unbilled 
revenue receivable balance, including seasonality, weather, customer usage 
patterns, customer mix, timing of rendering customer bills, meter readings 
schedules and the average price in effect for customer classes. 

Pension and Other Post-Retirement Benefits 

The calculation of pension expense, other post-retirement benefit expense 
and net pension and other post-retirement assets or liabilities require the use 
of assumptions and election of permissible accounting alternatives. Changes 
in assumptions can result in different expense and reported asset or liability 
amounts and future actual experience can differ from the assumptions. Duke 
Energy believes 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 applied to future projected benefit payments. 
Additionally, the health care cost trend rate assumption is critical to Duke 
Energy's estimate of other post-retirement benefits. 

Duke Energy elects to amortize net actuarial gains or losses in excess 
of the corridor of 10 percent of the greater of the market-related value of plan 
assets or plan projected benefit obligation, into net pension or other post
retirement benefit expense over the average remaining service period of active 
covered employees. Prior service cost or credit, which represents the effect 
on plan liabilities due to plan amendments, is amortized over the average 
remaining service period of active covered employees. 

Duke Energy, or its affiliates, maintain, and the Subsidiary Registrants 
participate in, qualified, non-contributory defined benefit retirement plans. The 
plans cover most U.S. employees using a cash balance formula. Under a cash 
balance formula, a plan participant accumulates a retirement benefit consisting 
of pay credits based upon a percentage of current eligible earnings based on 
age and years of service and current interest credits. Certain employees are 
covered under plans that use a final average earnings formula. As of January 1, 
2014, the qualified and non-Qualified, non-contributory defined benefit plans 
are closed to new and rehired non-union, and certain unionized employees. 
Piedmont employees hired or rehired after December 31, 2007, cannot 
participate in the qualified, non-contributory defined benefit plans, but are 
participants in a Money Purchase Pension plan. Duke Energy, or its affiliates, 
maintain, and the Subsidiary Registrants participate in, non-qualified, non
contributory defined benefit retirement plans, which cover certain executives. 

Duke Energy provides some health care and life insurance benefits for 
retired employees on a contributory and non-contributory basis. Certain employees 
are eligible for these benefits if they have met age and service requirements at 
retirement, as defined in the plans. These plans are closed to new participants. 

As of December 31, 2016, Duke Energy assumes pension and other post
retirement plan assets will generate a long-term rate of return of 6.50 percent 

(in millions) 

Effect on 2016 pretax pension and other post-retirement expense 
Expected long-term rate of return 

Discount rate 
Effect on pension and other post-retirement benefit obligation at December 31, 2016 
Discount rate 
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(6.75 percent for Piedmont pension and other post-retirement plan assets). 
The expected long-term rate of return was developed using a weighted average 
calculation of expected returns based primarily on future expected returns 
across asset classes considering the use of active asset managers, where 
applicable. EQ uity securities are held for their higher expected returns. Debt 
securities are primarily held to hedge the pension liability. Hedge funds, real 
estate and other global securities are held for diversification. Investments 
within asset classes are diversified to achieve broad market participation and 
reduce the impact of individual managers on investments. In 2013, Duke Energy 
adopted a de-risking investment strategy for its pension assets. As the funded 
status of the plans increase, over time the targeted allocation to return-seeking 
assets will be reduced and the targeted allocation tofixed-income assets will be 
increased to better manage Duke Energy's pension assets and reduce funded 
status volatility. Based on the current funded status of the plans, the asset 
allocation for the Duke Energy pension plans is 63 percent fixed-income assets 
and 37 percent return-seeking assets. The asset allocation for the Piedmont 
assets is 61 percent return-seeking assets and 39 percent liability hedging 
fixed-income assets. Duke Energy regularly reviews its actual asset allocation 
and periodically rebalances its investments to the targeted allocations when 
considered appropriate. 

The assets for Duke Energy's pension and other post-retirement plans 
are maintained in a master retirement trust. Piedmont also has qualified 
pension and other post-retirement assets. Duke Energy also invests other 
post-retirement assets in Voluntary Employees' Beneficiary Association trusts 
and mutual funds within a Piedmont 401(h) account (excludes 401(h) accounts 
within the master retirement trust). The investment objective is to achieve 
sufficient returns, subject to a prudent level of portfolio risk, for the purpose of 
promoting the security of plan benefits for participants. 

Duke Energy discounted its future U.S. pension and other post-retirement 
obligations using a rate of 4.1 percent as of December 31, 2016. Discount rates 
used to measure benefit plan obligations for financial reporting purposes reflect 
rates at which pension benefits could be effectively settled. As of December 31, 
2016, Duke Energy determined its discount rate for U.S. pension and other post
retirement obligations using a bond selection-settlement portfolio approach. 
This approach develops a discount rate by selecting a portfolio of high quality 
corporate bonds that generate sufficient cash flow to provide for projected 
benefit payments of the plan. The selected bond portfolio is derived from a 
universe of non-callable corporate bonds rated Aa quality or higher. After the 
bond portfolio is selected, a single interest rate is determined that equates the 
present value of the plan's 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 Energy's pension 
and post-retirement plans will impact future pension expense and liabilities. 
Duke Energy cannot predict with certainty what these factors will be in the 
future. The following table presents the approximate effect on Duke Energy's 
2016 pretax pension expense, pretax other post-retirement expense, pension 
obligation and other post-retirement benefit obligation if a 0.25 percent change 
in rates were to occur. 

Qualified and Hon-
Qualified Pension Plans Other Post-Retirement Plans 

0.25% (0.251% 0.25% (0.251% 

$ (201 $ 20 $ (1) $ 
(17) 17 (1) 

(2021 207 (17) 17 
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Duke Energy's other post-retirement plan uses a health care trend rate covering both pre- and post-age 65 retired plan participants, which is comprised of a 
medical care trend rate, which reflects the near- and long-term expectation of increases in medical costs, and a prescription drug trend rate, which reflects the near
and long-term expectation of increases in prescription drug costs. As of December 31, 2016, the health care trend rate was 7 percent, trending down to 4.75 percent 
by 2D23. The following table presents the approximate effect on Duke Energy's 2016 pretax other post-retirement expense and other post-retirement benefit obligation 
if a I percentage point change in the health care trend rate were to occur. These plans are closed to new hires. 

Other Post-Retirement Plans 

(in millions) 1% (l)cyo 

Effect on 2016 other post-retirement expense $ 5 $ (5) 

Effect on other post-retirement benefit obligation at December 31, 2016 29 (25) 

For further information, see Note 21 to the Consolidated Financial Statements, "Employee Benefit Plans." 

Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax 
return and other state returns. The Subsidiary Registrants entered into a tax
sharing agreement with Duke Energy. Income taxes recorded represent amounts 
the Subsidiary Registrants would incur as separate C-Corporations. Deferred 
income taxes have been provided for temporary differences between GAAP 
and tax bases of assets and liabilities because the differences create taxable 
or tax-deductible amounts for future periods. ITCs associated with regulated 
operations are deferred and amortized as a reduction of income tax expense 
over the estimated useful lives of the related properties. 

Positions taken or expected to be taken on tax returns, including the 
decision to exclude certain income or transactions from a return, are recognized 
in the financial statements when it is more likely than not the tax position can 
be sustained based solely on the technical merits of the position. The largest 
amount of tax benefit that is greater than 50 percent likely of being effectively 
settled is recorded. Management considers a tax position effectively settled 

LIQUIDITY AND CAPITAL RESOURCES 

Sources and Uses of Cash 

Duke Energy relies primarily upon cash flows from operations, debt 
issuances and its existing cash and cash equivalents to fund its liquidity and 
capital requirements. Duke Energy's capital requirements arise primarily from 
capital and investment expenditures, repaying long-term debt and paying 
dividends to shareholders. Duke Energy's projected primary sources and uses 
for the next three fiscal years are included in the table below. 

(in millions) 2017 2018 2019 

Uses: 
Capital expenditures $ 8,780 $ 10,030 $ 10,075 
Debt maturities and reduction in 

short-term debt13l 2,700 2,950 2,750 
Dividend payments(l!l 2,450 2,550 2,650 
Sources: 
Net cash flows from operationsrc1 $ 6,750 $ 7,950 $ 8,750 
Debt issuances 6,500 6,650 5,400 
Egui!}'. issuances 350 350 

(a) Excludes capital leases and 2018 maturities of securiUzed receivables expected to be renewed. Amounts 
represent Duke Energy's financing plan, which accelerates certain contractual maturities. 

(b) Subject to approval by the Board of Directors. 
(c) Includes expenditures related to ash basin closures. 

During 2014, Duke Energy declared a taxable dividend of foreign earnings 
in the form of notes payable that was intended to result in the repatriation 
of approximately $2.7 billion of cash held and expected to be generated by 
International Energy over a period of up to eight years. In 2015, approximately 
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when, (i) the taxing authority has completed its examination procedures, 
including all appeals and administrative reviews; (ii) the Duke Energy 
Registrants do not intend to appeal or litigate the tax position included in the 
completed examination; and (iii) it is remote the taxing authority would examine 
or re-examine the tax position. The amount of a tax return position that is not 
recognized in the financial statements is disclosed as an unrecognized tax 
benefit. If these unrecognized tax benefits are later recognized, then there will 
be a decrease in income tax expense or a reclassification between deferred and 
current taxes payable. If the portion of tax benefits that has been recognized 
changes and those tax benefits are subsequently unrecognized, then the 
previously recognized tax benefits may impact the financial statements through 
increasing income tax expense or a reclassification between deferred and 
current taxes payable. Changes in assumptions on tax benefits may also impact 
interest expense or interest income and may result in the recognition of tax 
penalties. 

Tax-related interest and penalties are recorded in Interest Expense and 
Other Income and Expenses, net, in the Consolidated Statements of Operations. 

$1.5 billion was remitted. In 2D16, $120 million was remitted. The remaining 
amount was remitted in the first quarter of 2017. 

The Subsidiary Registrants generally maintain minimal cash balances and 
use short-term borrowings to meet their working capital needs and other cash 
requirements. The Subsidiary Registrants, excluding Progress Energy, support 
their short-term borrowing needs through participation with Duke Energy and 
certain of its other subsidiaries in a money pool arrangement. The companies 
with short-term funds may provide short-term loans to affiliates participating 
under this arrangement. See Note 6 to the Consolidated Financial Statements, 
"Debt and Credit Facilities," for additional discussion of the money JXJOI 
arrangement. 

Duke Energy and the Subsidiary Registrants, excluding Progress Energy, 
may also use short-term debt, including commercial paper and the money 
pool, as a bridge to long-term debt financings. The levels of borrowing may 
vary significantly over the course of the year due to the timing of long-term 
debt financings and the impact of fluctuations in cash flows from operations. 
From time to time, Duke Energy's current liabilities exceed current assets 
resulting from the use of short-term debt as a funding source to meet scheduled 
maturities of long-term debt, as well as cash needs, which can fluctuate due to 
the seasonality of its businesses. 

Piedmont Acquisition 

On October 3, 2016, Duke Energy acquired all outstanding common 
stock of Piedmont for a total cash purchase price of $5.0 billion, and assumed 
Piedmont's existing long-term debt, which had an estimated fair value of 
approximalely $2.0 billion at the time of the acquisition. For further information 
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on the acquisition, refer to Note 2 to the Consolidated Financial Statements, 
"Acquisitions and Dispositions." 

Financings to fund the transaction included $3.75 billion of long-term 
debt issued in August2016, $750 million borrowed under the Term Loan in 
September 2016, as well as the issuance of 10.6 million shares of common 
stock in October 2016. The share issuance resulted in net cash proceeds 
of approximately $723 million. See Note 6 to the Consolidated Financial 
Statements, "Debt and Credit Facilities," for additional information related to the 
debt issuance and Note 18, "Common Stock," for additional information related 
to the equity issuance. 

International Energy 

In February 2016, Duke Energy announced it had initiated a process to 
divest the International Disposal Group, and in October 2016, announced it had 
entered into two separate sales agreements to execute the divestiture. Both 
sales closed in December of 2016, resulting in available cash proceeds of $1.9 
billion, excluding transaction costs. Proceeds were primarily used to reduce 
Duke Energy holding company debt. Existing favorable tax attributes result in no 
immediate U.S. federal-level cash tax impacts. For further information on the 
sale, refer to Note 2 to the Consolidated Financial Statements, "Acquisitions and 
Dispositions." 

Duke 
(in millions) Energy<al 
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CREDIT FACILITIES AND REGISTRATION STATEMENTS 

Available Credit Facilities 

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion 
through January 2020. The Duke Energy Registrants, excluding Progress 
Energy (Parent) and Piedmont, have borrowing capacity under the Master 
Credit Facility up to specified sublimits for each borrower. Duke Energy has the 
unilateral ability at any time to increase or decrease the borrowing sublimits of 
each borrower, subject to a maximum sublimit for each borrower. The amount 
available under the Master Credit Facility has been reduced to backstop 
issuances of commercial paper, certain letters of credit and variable-rate 
demand tax-exempt bonds that may be put to the Duke Energy Registrants at 
the option of the holder. Duke Energy Carolinas and Duke Energy Progress are 
also required to each maintain $250 million of available capacity under the 
Master Credit Facility as security to meet obligations under plea agreements 
reached with the U.S. Department of Justice in 2015 related to violations at 
North Carolina facilities with ash basins. 

Piedmont has a separate five-year revolving syndicated credit facility, 
with a capacity of $850 million through December 2020 and an expansion 
option of up to an additional $200 million. The facility provides a line of credit 
for letters of credit of $10 million. 

The table below includes the current borrowing sublimits and available 
capacity under these credit facilities. 

December 31, 2016 

Duke Duke Duke Duke Duke Duke 
Energy Energy Energy Energy Energy Energy 

{Parent) Carolinas Progress Florida Ohio Indiana 
Facility size!bl $ 8,350 $ 3,400 $1,100 $1,000 $ 950 $ 450 $ 600 
Reduction to backstop issuances 
Commercial paper" (2,022) (977) (300) (150) (84) (31) (150) 
Outstanding letters of credit (78) (69) (4) (2) (1) 
Tax-exempt bonds {116) (35) (81) 
Coal ash set-aside (500) (250) (250) 
Available ca~aci!:z. $ 5,634 $ 2,354 $ 511 l 598 $ 865 $ 419 $ 369 

lal Includes amounts related to Piedmont's $850 million credit facility. 
lb) Represents the sublimit of each borrower. 
(C) Duke Energy issued $625 million of commercial paper and loaned lhe proceeds lhrough lhe money pool to Duke Energy Carolinas, Duke Energy Progress, Ou~e Energy Ohio and Duke Energy Jndiana. The balances are classified 

as Long·Term Oe!ll: Payable to Affiliated Companies in \he Consolidated Balance Sheets. 

Term Loan Facility 

In 2016, Duke Energy (Parent) entered into a $1.5 billion term loan 
facility, as amended (Term Loan) maturing on July 31, 2017. During 2016, Duke 
Energy (Parent) drew the full amount available under the Term Loan and used 
$750 million of proceeds to fund a portion of the Piedmont acquisition and the 
remaining $750 million to manage short-term liquidity and for general corporate 
purposes. The terms and conditions of the Term Loan were generally consistent 
with those governing Duke Energy's Master Credit Facility. In December 2016, 
Duke Energy (Parent) repaid the $1.5 billion term loan, which terminated this 
credit facility. 

Shelf Registration 

In September 2016, Duke Energy filed a registration statement (Form S-3) 
with the SEC. Under this Form S-3, which is uncapped, the Duke Energy 
Registrants, excluding Progress Energy 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. 

In January 2017, Duke Energy amended its Form S-3 to add Piedmont as a 
registrant and included in the amendment a prospectus for Piedmont under which 
it may issue debt securities in the same manner as other Duke Energy Registrants. 
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CAPITAL EXPENDITURES 

Duke Energy continues to focus on reducing risk and positioning its 
business for future success and will invest principally in its strongest business 
sectors. Duke Energy's projected capital and investment expenditures for the 
next three fiscal years are included in the table below. 

(in millions) 2017 2018 2019 

New generation $ 935 $ 690 $ 580 
Regulated renewables 70 65 385 
Environmental 665 405 45 
Nuclear fuel 425 425 395 
Major nuclear 285 375 340 
Customer additions 435 510 520 
Grid modernization and other transmission and 

distribution projects 2,025 3,055 3,150 
Maintenance and other 2,140 1,780 1,935 
Total Eleclric Utilities and Infrastructure 6,980 7,305 7,350 
Gas Utilities and Infrastructure 1,300 2,175 2,025 
Commercial Renewables and Other 500 550 700 
Total projected capital and investment expenditures $ 8,780 $10,030 $10,075 
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DEBT MATURITIES 

The following table shows the significant components of Current 
maturities of long-Term Debt on the Consolidated Balance Sheets. The Duke 
Energy Registrants currently anticipate satisfying these obligations with cash on 
hand and proceeds from additional borrowings. 

(in millions) Maturi!l Date Interest Rate December 31, 2016 

Unsecured Debt 
Duke Energy (Parent} April 2017 l.226% $ 400 
Duke Energy (Parenti August 2017 1.625% JOO 
Piedmont Natural Gas September2017 8.510% 35 

First Mortgage Bonds 
Duke Energy Progress March 2017 1.146% 250 
Duke Energy Florida September2017 5.800% 250 
Duke Energy Progress November 2017 l.lll% 200 

Secured 
Duke Energy June 2017 2.365% 45 
Duke Energy June 2017 2.260% 34 

Tax-exempt Bonds 
Duke Energy Carolinas Februal)' 2017 3.600% 77 
Duke Energy Carolinas Februal)' 2017 0.810% 10 
Duke Energy Carolinas Februal)' 2017 0.790% 25 

Other11 293 

Current maturities of long-
term debt $ 2,319 

(al Includes capital lease obligations, amortizing debt and small bullet maturtties. 

DIVIDEND PAYMENTS 

In 2016, Duke Energy paid quarterly cash dividends for the 90th 
consecutive year and expects to continue its policy of paying regular cash 
dividends in the future. There is no assurance as to the amount offuture 
dividends because they depend on future earnings, capital requirements, 
financial condition and are subject to the discretion of the Board of Directors. 

Duke Energy targets a dividend payout ratio of between 70 percent and 
75 percent, based upon adjusted diluted EPS. In 2015 and 2016, Duke Energy 
increased the dividend by approximately 4 percent annually. Through 2021, the 
annual dividend growth rate is expected to be approximately 4 to 6 percent. 

Dividend and Other Funding Restrictions of Duke Energy Subsidiaries 

As discussed in Note 4 to the Consolidated Financial Statements, 
"Regulatory Matters," Duke Energy's wholly owned public utility operating 
companies have restrictions on the amount offunds that can be transferred 
to Duke Energy through dividends, advances or loans as a result of conditions 
imposed by various regulators in conjunction with merger transactions. Duke 
Energy Progress and Duke Energy Florida also have restrictions imposed by 
their first mortgage bond indentures and Articles of Incorporation, which in 
certain circumstances limit 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 
offunds that can be transferred to Duke Energy. At December 31, 2016, the 
amount of restricted net assets of wholly owned subsidiaries of Duke Energy 
that may not be distributed to Duke Energy in the form of a loan or dividend 
is less than 25 percent of Duke Energy's net assets. Duke Energy does not 
have any legal or other restrictions on paying common stock dividends to 
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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 a 
significant impact on Duke Energy's ability to access cash to meet its payment 
of dividends on common stock and other future funding obligations. 

CASH FLOWS FROM OPERATING ACTIVITIES 

Cash flows from operations of Electric Utilities and Infrastructure and Gas 
Utilities and Infrastructure are primarily driven by sales of electricity and natural 
gas, respectively, and costs of operations. These cash flows from operations 
are relatively stable and comprise a substantial portion of Duke Energy's 
operating cash flows. Weather conditions, working capital and commodity price 
fluctuations, and unanticipated expenses including unplanned plant outages, 
storms, legal costs and related settlements can affect the timing and level of 
cash flows from operations. 

Duke Energy believes it has sufficient liquidity resources through the 
commercial paper markets, and ultimately, the Master Credit Facility, to support 
these operations. Cash flows from operations are subject to a number of other 
factors, including, but not limited to, regulatory constraints, economic trends 
and market volatility (see Item IA, "Risk Factors," for additional information). 

At December 31, 2016, Duke Energy had cash and cash equivalents and 
short-term investments of $392 million. 

DEBT ISSUANCES 

Depending on availability based on the issuing entity, the credit rating of 
the issuing entity, and market conditions, the Subsidiary Registrants prefer to 
issue first mortgage bonds and secured debt, followed by unsecured debt. This 
preference is the result of generally higher credit ratings for first mortgage bonds 
and secured debt, which typically result in lower interest costs. Duke Energy 
Corporation primarily issues unsecured debt. 

Duke Energy's capitalization is balanced between debt and equity as 
shown in the table below. 

Projected 201 J Actual 2016 Actual 2015 
Equity 

Debt 
44% 

56% 

45% 

55% 
48% 

52% 

Duke Energy's fixed charges coverage ratio, calculated using Securities 
and Exchange Commission (SEC) guidelines, was 2.7 times for 2016, 3.1 times 
for 2015, and 3.0 times for 2014. 

Restrictive Debt Covenants 

Duke Energy's debt and credit agreements contain various financial and 
other covenants. Duke Energy's Master Credit Facility contains a covenant 
requiring the debt-to-total capitalization ratio to not exceed 65 percent for 
each borrower. Piedmont's credit facility contains a debt-to-total capitalization 
covenant not to exceed 70 percent. Failure to meet those covenants beyond 
applicable grace periods could result in accelerated due dates and/or 
termination of the agreements or sublimits thereto. As of December 31, 2016, 
each of the Duke Energy Registrants were in compliance with all covenants 
related to their debt agreements. In addition, some credit agreements may 
allow for acceleration of payments or termination of the agreements due to 
nonpayment, or acceleration of other significant indebtedness of the borrower or 
some of its subsidiaries. None of the debt or credit agreements contain material 
adverse change clauses. 
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Credit Ratings 

The Duke Energy Registrants each hold credit ratings by Fitch Ratings, 
Inc. (Fitch), Moody's Investors Service, Inc. (Moody's) and Standard & Poor's 
Rating Services (S&P). The following table includes Duke Energy and certain 
subsidiaries' credit ratings and ratings outlook as of Februal)' 2017. 

Fitch Moody's S&P 

Duke Energy Corporation Negative Negative Stable 
Issuer Credit Rating BBB+ Baal A-
Senior Unsecured Debt BBB+ Baal BBB+ 
Commercial Paper f-2 P-2 A-2 
Duke Energy Carolinas Stable Stable Stable 
Senior Secured Debt AA- Aa2 A 
Senior Unsecured Debt A+ Al A-
Progress Energy Stable Stable Stable 
Senior Unsecured Debt BBB Baa2 BBB+ 
Duke Energy Progress Stable Stable Stable 
Senior Secured Debt A+ Aa3 A 
Duke Energy Florida Stable Stable Stable 
Senior Secured Debt A Al A 
Senior Unsecured Debt A- A3 A-
Duke Energy Ohio Stable Stable Stable 
Senior Secured Debt A A2 A 
Senior Unsecured Debt A- Baal A-
Duke Energy Indiana Positive Stable Stable 
Senior Secured Debt A Aa3 A 
Senior Unsecured Debt A- A2 A-
Duke Energy Kentucky Stable Stable Stable 
Senior Unsecured Debt A- Baal A-
Piedmont Natural Gas N/A Stable Stable 
Senior Unsecured N/A A2 A-
Commercial Pa~er N/A P-1 A-2 

Credit ratings are intended to provide credit lenders a framework for 
comparing the credit quality of securities and are not a recommendation to buy, 
sell or hold. The Duke Energy Registrants' credit ratings are dependent on the 
rating agencies' assessments of their ability to meet their debt principal and 
interest obligations when they come due. If, as a result of market conditions 
or other factors, the Duke Energy Registrants are unable to maintain current 
balance sheet strength, or if earnings and cash flow outlook materially 
deteriorates, credit ratings could be negatively impacted. 

Cash Flow Information 

The following table summarizes Duke Energy's cash flows for the three 
most recently completed fiscal years. 

Years Ended December 31, 
(in millions) 2016 2015 2014 
Cash flows provided by (used in): 

Operating activities $ 6,798 $ 6,676 $ 6,586 

Investing activities 111,533) 15,277) (5,373) 

Financing_ activities 4,270 12,578) (678) 

Changes in cash and cash equivalents 
included in assets held for sale 474 1,099 1548) 

Net increase (decrease) in cash and cash 
equivalents 9 180) (13) 

Cash and cash equivalents at beginning 
of period 383 463 476 

Cash and cash eguivalents at end of period $ 392 $ 383 $ 463 
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OPERATING CASH FLOWS 

The following table summarizes key components of Duke Energy's 
operating cash flows for the three most recently completed fiscal years. 

Years Ended December 31, 

(in millions) 

Net income 

Non-cash adjustments to net income 

Contributions to qualified pension plans 

Payments for AROs 

Working capital 

$ 

Net cash provided by operating activities $ 

2016 

2,170 $ 
5,398 

(155) 

(608) 

17) 

6,798 $ 

2015 2014 

2,831 $ 1,889 

4,800 5,366 

(302) 

(346) (68) 

(307) (601) 

6,676 $ 6,586 

For the year ended December 31, 2016 compared to 2015, the variance 
was driven primarily by: 

• a $300 million increase in cash flows from working capital primarily 
due to the sale of the international business; and 

• a $147 million decrease in contributions to qualified pension plans. 

Offset by: 

• a $262 million increase in payments for AROs; and 

• a $63 million decrease in net income after non-cash adjustments 
due to higher storm costs offset by favorable weather, increased rider 
revenues, higher wholesale margins and strong cost control. 

For the year ended December 31, 2015 compared to 2014, the variance 
was driven primarily by: 

• a $376 million increase in net income after non-cash adjustments resulting 
from increased retail pricing due to rate riders and higher base rates, 
increased wholesale net margins due to higher contracted amounts and 
prices, a new wholesale contract with NCEMPA, retail sales growth; and 

• a $294 million increase in cash flows from a working capital decrease 
primarily due to lower current year receivables resulting from 
unseasonably warmer weather in December 2015 and prior year under 
collection of fuel and purchased power due to increased consumption. 

Offset by: 

• a $302 million increase in contributions to qualified pension plans; and 

• a $278 million increase in payments for AROs. 

INVESTING CASH FLOWS 

The following table summarizes key components of Duke Energy's 
investing cash flows for the three most recently completed fiscal years. 

Years Ended December 31, 

(in millions) 2016 2015 2014 
Capital, investment and acquisition 

expenditures $ (13,215) $ (8,363) $ (5,528) 

Available for sale securities, net 83 3 23 
Net proceeds from ttte sales of discontinued 

operations and other assets, net of cash 
divested 1,418 2,968 179 

Other investing items 181 115 147) 
Net cash used in investing activities $ (11,533) $ (5,2771 $ (5,373) 
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The primary use of cash related to investing activities is capital, 
investment and acquisition expenditures, detailed by reportable business 
segment in the following table. 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Electric Utilities and Infrastructure $ 6,649 $ 6,852 $ 4,642 

Gas Utilities and Infrastructure 5,519 234 121 

Commercial Renewab!es 857 1,019 514 

Other 190 258 251 

Total capital, investment and acquisition 
exeenditures $ 13,215 ~ 8,363 ~ 5,528 

For the year ended December 31, 2016 compared to 2015, the variance 
was driven primarily by: 

• a $4,852 million increase in capital, investment and acquisition 
expenditures mainly due to the Piedmont acquisition; and 

• a $1,550 million decrease in net proceeds from sales of discontinued 
operations mainly due to the variance in proceeds between the prior 
year sale of the Midwest generation business and the current year sale 
of the international business. 

For the year ended December 31, 2015 compared to 2014, the variance 
was driven primarily by: 

• a $2,789 million increase in proceeds mainly due to the sale of the 
nonregulated Midwest generation business to Dynegy, Inc. (Dynegy); and 

• a $202 million return of collateral related to the Chilean acquisition in 
2013. The collateral was used to repay a secured loan. 

Partially offset by: 

• a $2,835 million increase in capital, investment and acquisition 
expenditures mainly due to the acquisition of NCEMPA ownership 
interests in certain generating assets, fuel and spare parts inventory 
jointly owned with and operated by Duke Energy Progress and growth 
initiatives in electric and natural gas infrastructure, solar projects and 
natural gas-fired generation. 

FINANCING CASH FLOWS 

The following table summarizes key components of Duke Energy's 
financing cash flows for the three most recently completed fiscal years. 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Issuance of common stock $ 731 $ 17 $ 25 

Issuances (Repayments) of long-term debt. net 7,315 174) 1123) 

Notes payable and commercial paper (1,447) 1,245 1,688 

Dividends paid (2,332) 12,254) (2,234) 

Repurchase of common shares (!,500) 

Other financing items 3 (12) (34) 

Net cash erovided b~ (used inJ financinE activities $ 4,270 $ (2,578) $ (678) 
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For the year ended December 31, 2016 compared to 2015, the variance 
was driven primarily by: 

• a $7,389 million increase in proceeds from net issuances of long-term 
debt mainly due to the issuances of $3,750 million of senior unsecured 
notes used to fund a portion of the Piedmont acquisition, $1,294 million 
of nuclear asset-recovery bonds and other issuances primarily used to 
fund capital expenditures, pay down outstanding commercial paper and 
repay debt maturities; and 

• a $1,500 million decrease in cash outtlows due to the 2015 repurchase 
of 19.8 million common shares under the ASR; and 

• a $714 million increase in proceeds resulting from the issuance of 
common stock to fund the acquisition of Piedmont. 

Partially offset by: 

• a $2,692 million increase in cash outtlows for the net payments of 
notes payable and commercial paper primarily through the use of 
proceeds from $1,294 million nuclear asset-recovery bonds issued at 
Duke Energy Florida, further increased by the prior year use of short
term debt to repay long-term debt maturities at Duke Energy Florida 
in advance of the 2016 proceeds from the nuclear asset-recovery 
bonds. 

For the year ended December 31, 2015 compared to 2014, the variance 
was driven primarily by: 

• a $1,500 million increase in cash outtlows due to the 2015 repurchase 
of 19.8 million common shares under the ASR; and 

• a $443 million decrease in proceeds from net issuances of notes 
payable and commercial paper primarily due to prior year financing with 
short-term debt in advance of the 2015 receipt of proceeds from the 
sale of the nonregulated Midwest generation business to Dynegy, net 
of current year financing with short-term debt used to repay long-term 
debt maturities at Duke Energy Florida in advance of the 2016 proceeds 
from the proposed issuance of the nuclear asset-recovery bonds. 

Summary of Significant Debt Issuances 

Piedmont Acquisition Financing 

In August 2016, Duke Energy issued $3.75 billion of senior unsecured 
notes in three separate series. The net proceeds were used to finance a portion 
of the Piedmont acquisition. The $4.9 billion Bridge Facility was terminated 
following the issuance of this debt. See Note 2 to the Consolidated Financial 
Statements, ·~cquisitions and Dispositions," for additional information on the 
Piedmont acquisition. 

Nuclear Asset-Recovery Bonds 

In June 2016, DEFPF issued $1,294 million of nuclear asset-recovery 
bonds and used the proceeds to acquire nuclear asset-recovery property 
from its parent, Duke Energy Florida. The nuclear asset-recovery bonds are 
payable only from and secured by the nuclear asset-recovery property. DEFPF 
is consolidated for financial reporting purposes; however, the nuclear asset
recovery bonds do not constitute a debt, liability or other legal obligation of, 
or interest in, Duke Energy Florida or any of its affiliates other than DEFPF. 
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The assets of DEFPF, including the nuclear asset-recovery property, are not 
available to pay creditors of Duke Energy Florida or any of its affiliates. Duke 
Energy Florida used the proceeds from the sale to repay short-term borrowings 
under the intercompany money pool borrowing arrangement and make an equity 
distribution of $649 million to the ultimate parent, Duke Energy (Parent), which 
repaid short-term borrowings. See Notes 4 and 17 to the Consolidated Financial 
Statements, "Regulatory Matters" and "Variable Interest Entities," respectively, 
for additional information. 

Solar Facilities Financing 

In August 2016, Emerald State Solar, LLC, an indirect wholly owned 
subsidiary of Duke Energy, entered into a $333 million portfolio financing of 
approximately 22 North Carolina Solar facilities. Tranche A of $228 million is 
secured by substantially all the assets of the solar facilities and is non recourse 
to Duke Energy. Tranche B of $105 million is secured by an Equity Contribution 
Agreement with Duke Energy. Proceeds were used to reimburse Duke Energy 
for a portion of previously funded construction expenditures related to the 
Emerald State Solar, LLC portfolio. The initial interest rate on the loans was 
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six months London Interbank Offered Rate (LIBOR) plus an applicable margin 
of 1.75 percent plus a 0.125 percent increase every three years thereafter. 
In connection with this debt issuance, Emerald State Solar, LLC entered into 
two interest rate swaps to convert the substantial majority of the loan interest 
payments from variable rates to fixed rates of approximately 1.81 percent for 
Tranche A and 1.38 percent for Tranche B, plus the applicable margin. See Note 
14 to the Consolidated Financial Statements, "Derivatives and Hedging," for 
further information on the notional amounts of the interest rate swaps. 

Duke Energy Florida Bond Issuance 

In January 2017, Duke Energy Florida issued $900 million of first 
mortgage bonds. The issuance was split between a $250 million, three-year 
series and a $650 million, JO-year series. The net proceeds from the issuance 
were used to repay at maturity $250 million aggregate principal amount of 
bonds due September 2017, as well as to fund capital expenditures for ongoing 
construction and capital maintenance and for general corporate purposes. 

The following tables summarize significant debt issuances (in millions). 

Year Ended December 31, 2016 

Maturity Interest 
Issuance Date Date Rate 

Duke 
Energy 

Duke 
Energy 

(Parent) 

Duke 
Energy 

Carolinas 

Duke 
Energy 

Progress 

Duke 
Energy 
Florida 

Duke 
Energy 

Ohio 

Duke 
Energy 

Indiana 

Unsecured Debt 
April 2016"1 

August 2016 
August 2016 
August 2016 
Secured Debt 
June 2016lbl 
June 201Glb! 
June 2016(1)! 
June 20161bl 

June 20161bl 

August 2016 
August 2016 
First Mortgage Bonds 
March 2016(cl 
March 2016(cl 
May 2016'°1 

June 2016lcl 
September 2016(e! 
September 2016" 
November 2016!0 

Total issuances 

April 2023 
September 2021 
September 2026 
September 2046 

March 2020 
September 2022 
September 2029 

March 2033 
September 2036 

June 2034 
June 2020 

March 2023 
March 2046 

May 2046 
June 2046 

2.875% 
1.800% 
2.650% 
3.750% 

1.196% 
1.731% 
2.538% 
2.858% 
3.112% 
2.747% 
2.747% 

2.500% 
3.875% 
3.750% 
3.700% 

October 2046 3.400% 
October 2046 3.700% 

December 2026 2.950% 

$ 350 
750 

1,500 
1,500 

183 
150 
436 
250 
275 
228 
105 

500 
500 
500 
250 
600 
450 
600 

$ 9,127 

(a} Proceeds were used to pay down outstanding commercial paper and for general corporate purposes. 

$ 350 
750 

1,500 
1,500 

$ 4,100 

$ 

500 
500 

600 

$ 1,600 

$ 

450 

$ 450 

(b} The nuclear asset-recovery bonds are sequential pay amortizing bonds. The maturity date above represents the scheduled final maturity date for the bonds. 
(c) Proceeds were used to fund capital expenditures for ongoing construction, capital maintenance and for general corporate pur~ses. 
(d) Proceeds were used to repay $325 million of unsecured debt due June 2016, $150 million of first mortgage bonds due July 2016 and for general corporate purposes. 

$ 

183 
150 
436 
250 
275 

600 

$ 1,894 

$ $ 

500 
250 

$ 250 $ 500 

(e) Proceeds were used to fund capital expenditures for ongoing construction, capital maintenance, to repay short-term borrowings under the intercompany money pool borrowing arrangement and for general corporate pur~ses. 
(fl Proceeds were used to repay at maturity $350 million aggregate principal amount of certain bonds due December 2016, as well as to fund capital expenditures for ongoing construction and capital maintenance and for general 

corporate purposes. 
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Year Ended December 31, 2015 
Duke Duke Duke 

Maturity Interest Duke Energy Energy Energy 
Issuance Date Date Rate Energy (Parent) Carolinas Progress 
Unsecured Debt 
November 2015(aHbl 
November 2015(•Hbl 
First Mortgage Bonds 
March 2015" 

April 2024 3.750% $ 400 $ 400 $ $ 
December 2045 4.800% 600 600 

June 2045 3.750% 500 500 
August 2015ral(d) 
August 2015ralCdl 

August 2025 3.250% 500 500 
August 2045 4.200% 700 700 

Total issuances $ 2,700 $ 1,000 $ 500 $ 1,200 

(a) Proceeds were used to repay short-term money pool and commercial paper borrowing issued to fund a portion of the NCEMPA acquisition, see Note 2 to the Consolidated Financial Statements, "Acquisitions and Dispositions," 
for further information. 

(b) Proceeds were used to refinance at maturity $300 million of unsecured notes at Progress Energy due January 2016. 
(cl Proceeds were used to redeem at maturity $500 million of firs\ mortgage bonds due October 2015. 
{d) Proceeds were used to refinance at maturity $400 million of first mortgage bonds due December 2015. 

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 pertormance 
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 pertormance and credit 
risk, which are not always included on the Consolidated Balance Sheets. The 
possibility of Duke Energy, either on its own or on behalf of Spectra Energy 
Capital, LLC (Spectra Capital) through indemnification agreements entered 
into as part of the January 2, 2007, spin-off of Spectra Energy Corp, 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. 

Contractual Obligations 

Duke Energy pertorms ongoing assessments of their respective guarantee 
obligations to determine whether any liabilities have been incurred as a result of 
potential increased non-pertormance risk by third parties for which Duke Energy 
has issued guarantees. 

See Note 7 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 Energy's operations. Thus, if Duke Energy discontinued issuing these 
guarantees, there would not be a material impact to the consolidated results of 
operations, cash flows or financial position. 

Other than the guarantee arrangements discussed above, normal 
operating lease arrangements and off-balance sheet debt related to non
consolidated VIEs, Duke Energy does not have any material off-balance 
sheet financing entities or structures. For additional information, see Note 5 
and Note 17 to the Consolidated Financial Statements, "Commitments and 
Contingencies" and "Variable Interest Entities," respectively. 

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 Energy's contractual cash obligations as of December 31, 2016. 

Payments Due By Period 

More than 
Less than 2-3 years 4·5 years 5 years 

1 year (2018 & (2020 & (2022 & 
(in millions) Total (2017) 2019) 2021) be1ond) 
Long-term debt(.!! $ 45,278 $ 2,211 $ 6,592 $ 5,582 $ 30,893 
Interest payments on long-term deb~bl 29,961 1,868 3,500 3,014 21,579 
Capital leases1ci 1,562 148 308 322 784 
Operating leasesrcl 1,850 218 386 298 948 
Purchase obligations:ld! 

Fuel and purchased powereim 25,353 4,819 6,136 3,786 10,612 
Other purchase obligations!&l 7,688 5,802 719 193 974 

Nuclear decommissioning trust annual fundin[hl 315 30 28 28 229 
Total contractual cash obligationsriHil $ 112.007 $ 15.096 $ 17,669 $ 13.223 $ 66,019 
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(a) See Note 6 to the Consolidated Financial Statements, "Debt and Credit Facilities." 
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(bl Interest payments on variable rate deb! instrumerrts were calculated using December 31, 2.016, interest rates and holding them constant for the life of lhe instruments. 
(c) See Note 5 to the Consolidated Financial Statements, "Commitments and Contingencies." Amounts in the table above include lhe interest component of capital leases based on the interest rates stated in the lease 

agreements and exclude certain related executory costs. Amounts exclude contingent lease obligations. 
(d) Current liabilities, except for current maturities of long-term debt, and purchase obligations reflected on the Consolidated Balance Sheets have been excluded from lhe above table. 
(el Includes firm capacity paymerrts that provide Duke EnefIDI with uninterrupted firm access to electricity transmission capacity and natural gas transportation contracts, as well as undesignated contracts and contracts that qualify as 

normal purchase/normal sale (NPNSJ. For contracts where the price paid is based on an index, lhe amount Is based on market prices at December 31, 2016, or lhe best projecUons of the index. For ~rtain of these amounts, Duke 
Energy may settle on a net cash basis since Duke EnefIDI has entered irrto payment netting arrangements with counterparties that permit Duke Energy to offset receivables and payables with such courrterparties. 

(f) Amounts exclude obligations under the OVEC purchase power agreement. See Note 17 to the Consolidated Rnancial Statements for additional information. 
(g} Includes contracts for software, telephone, data and consulting or advisory services. Amount also includes contractual obligations for engineering, procurement and construction costs for new generation plants, wind and solar 

facilities, plant refurbishments, maintenance and day.to-day contract work and commitments to buy certain products. Amount excludes certain open purchase orders for services that are provided on demand, for which the 
timing of the purchase cannot be determined. 

(hl Related to future annual funding obligations to NDTF through nuclear power stations' relicensing dates. Amourrts through 2017 include North Carolina jurisdictional amounts that Duke Energy Progress retained internally and 
is transitioning to its external decommissioning funds per a 2008 NCUC order. The transition of the original $131 million must be complete by December 31, 2017, and at least 10 percent must be transitioned each year. See 
Note 9 to the Consolidated Rnancial Statements, "Asset Retirement Obligations." 

(i) Unrecognized tax benefits of $17 million are not reflected in this table as Duke Energy cannot predict when open income tax years will close with completed examinations. See Note 22 to the Consolidated Financial Statements, 
"Income Taxes." 

(j) The table above excludes reserves for litigation, environmental remediation, asbestos-related injuries and damages claims and self-insurance claims (see Note 5 to the Consolidated Financial Statements, "Commitments 
and Contingencies") because Ouke Energy is uncertain as to the timing and amount of cash payments that will be required. Additionally, the table above excludes annual insurance premiums that are necessary to operate the 
business, including nuclear insurance (see Note 5 to the Consolidated Financial Statements, "Commitments and Contingencies"), funding of pension and other posl·relirement benefit plans (see Note 21 to the Consolidated 
Flnanciat Statements, "Employee Benefit Plans"), AROs, including ash management expenditures (see Note 9 to the Consolidated Financial Statements, 'Asset Retirement Obligations") and regulatory liabilities {see Note 4 
to lhe Consolidated Financial Statements, 'Regulatory Matters") because lhe amount and timing of the cash payments are uncertain. Also excluded are Deferred Income Taxes and ITCs recorded on the Consolidated Balance 
Sheets since cash payments for income taxes are determined based primarily on taxable income for each discrete fiscal year. 

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Risk Management Policies 

The Enterprise Risk Management policy framework at Duke Energy 
includes strategy, operational, project execution and financial or transaction 
related risks. Enterprise Risk Management includes market risk as part of 
the financial and transaction related risks in its framework. Duke Energy is 
exposed to market risks associated with commodity prices, interest rates, 
equity prices and foreign currency exchange rates. Duke Energy has established 
comprehensive risk management policies to monitor and manage these market 
risks. Duke Energy's Chief Executive Officer and Chief Financial Officer are 
responsible for the overall approval of market risk management policies and 
the delegation of approval and authorization levels. The Finance and Risk 
Management Commitlee of the Board of Directors receives periodic updates 
from the Chief Risk Officer and other members of management on market risk 
positions, corporate exposures and overall risk management activities. The Chief 
Risk Officer is responsible for the overall governance of managing 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 frorn those expressed in the forward-looking statements. Please 
review Item IA, "Risk Factors," and "Cautionary Statement Regarding Forward
Looking Information" for a discussion of the factors that may impact any such 
forward-looking statements made herein. 

Commodity Price Risk 

Duke Energy is exposed to the impact of market fluctuations in the prices 
of electricity, coal, natural gas and other energy-related products marketed 
and purchased as a result of its ownership of energy-related assets. Duke 
Energy's exposure to these fluctuations is limited by the cost-based regulation 
of its regulated operations as these operations are typically allowed to recover 
substantially all of these costs through various cost-recovery clauses, including 
fuel clauses. While there may be a delay in timing between when these costs 
are incurred and when they are recovered through rates, changes from year 
to year generally do not have a material impact on operating results of these 
regulated operations. 

Price risk represents the potential risk of loss from adverse changes in the 
market price of electricity or other energy commodities. Duke Energy's exposure to 
commodity price risk is influenced by a number of factors, including contract size, 
length, market liquidity, location and unique or specific contract terms. Duke Energy 
employs established policies and procedures to manage risks associated with these 
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marketfluctuations, which may include using various commodity derivatives, such 
as swaps, futures, forwards and options. For additional information, see Note 14 to 
the Consolidated financial Statements, "Derivatives and Hedging." 

The inputs and methodologies used to determine the fair value of 
contracts are validated by an internal group separate from Duke Energy's deal 
origination function. While Duke Energy uses common industry practices to 
develop its valuation techniques, changes in its pricing methodologies or the 
underlying assumptions could result in significantly different fair values and 
income recognition. 

Hedging Strategies 

Duke Energy closely monitors risks associated with commodity price 
changes on its future operations and, where appropriate, uses various 
commodity instruments such as electricity, coal and natural gas forward 
contracts to mitigate the effect of such fluctuations on operations. Duke 
Energy's primary use of energy commodity derivatives is to hedge the generation 
portfolio against exposure to the prices of power and fuel. 

The majority of instruments used to manage Duke Energy's commodity 
price exposure are either not designated as hedges 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 changes in the fair value of the 
derivative instruments reflected in earnings. 

Duke Energy may also enter into other contracts that qualify for the NPNS 
exception. When a contract meets the criteria to Qualify as NPNS, Duke Energy 
applies such exception. Income recognition and realization related to NPNS 
contracts generally coincide with the physical delivery of the commodity. for 
contracts Qualifying for the NPNS exception, no recognition of the contract's 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 

Duke Energy is primarily exposed to market price fluctuations of wholesale 
power, natural gas and coal prices in the Electric Utilities and Gas Utilities 
segments. The Duke Energy Registrants optimize the value of their generation 
portfolios, which include generation assets, fuel and emission allowances. 
Modeled forecasts of future generation output and fuel requirements are based 
on forward power and fuel 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. 
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For the Electric Utilities segment, the generation portfolio not utilized 
to serve retail operations or committed load is subject to commodity price 
fluctuations. However, 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. 

Interest Rate Risk 

Duke Energy is exposed to risk resulting from changes in interest rates as 
a result of its issuance of variable and fixed-rate debt and commercial paper. 
Duke Energy manages interest rate exposure by limiting variable-rate exposures 
to a percentage of total debt and by monitoring the effects of market changes 
in interest rates. Duke Energy also enters 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 1, 6, 14 and 16 to the Consolidated Financial 
Statements, "Summary of Significant Accounting Policies," "Debt and Credit 
Facilities," "Derivatives and Hedging," and "Fair Value Measurements." 

At December 31, 2016, Duke Energy had $777 million notional amount 
of floating-to-fixed swaps outstanding, $500 million notional amount of 
fixed-to-floating swaps outstanding and $400 million forward-starting swaps 
outstanding. Ouke Energy had $6.3 billion of unhedged long- and short-term 
floating interest rate exposure at December 31, 2016. The impact of a 100 basis 
point change in interest rates on pretax income is approximately $63 million at 
December 31, 2016. This amount was estimated by considering the impact of 
the hypothetical interest rates on variable-rate securities outstanding, adjusted 
for interest rate hedges as of December 31, 2016. 

See Note 14, "Derivatives and Hedging," to the Consolidated Financial 
Statements for additional information about the forward-starting interest rate 
swaps related to the Piedmont acquisition. 

Credit Risk 

Credit risk represents the loss that the Ouke Energy Registrants would 
incur if a counterparty fails to perform under its contractual obligations. Where 
exposed to credit risk, the Duke Energy Registrants analyze the counterparty's 
financial condition prior to entering into an agreement and monitor exposure 
on an ongoing basis. The Duke Energy Registrants establish credit limits where 
appropriate in the context of contractual arrangements and monitor such limits. 

To reduce credit exposure, the Duke Energy Registrants seek to include 
netting provisions with counterparties, which permit the offset of receivables and 
payables with such counterparties. The Duke Energy Registrants also frequently 
use master agreements with credit support annexes to further mitigate certain 
credit exposures. The master agreements provide for a counterparty to post cash 
or letters of credit to the exposed party for exposure in excess of an established 
threshold. The threshold amount represents a negotiated unsecured credit 
limit for each party to the agreement, determined in accordance with the Duke 
Energy Registrants' internal corporate credit practices and standards. Collateral 
agreements generally also provide that the inability to post collateral is sufficient 
cause to terminate contracts and liquidate all positions. 

The Duke Energy Registrants also obtain cash or letters of credit from 
certain counterparties to provide credit support outside of collateral agreements, 
where appropriate, based on a financial analysis of the counterparty and the 
regulatory or contractual terms and conditions applicable to each transaction. 
See Note 14 to the Consolidated Financial Statements, "Derivatives 
and Hedging," for additional information regarding credit risk related to 
derivative instruments. 

The Duke Energy Registrants' principal counterparties for its electric and 
gas businesses are regional transmission organizations, distribution companies, 
municipalities, electric cooperatives and utilities located throughout the U.S. The 
Duke Energy Registrants have concentrations of receivables from such entities 
throughout these regions. These concentrations of receivables may affect the 
Duke Energy Registrants' overall credit risk in that risk factors can negatively 
impact the credit quality of the entire sector. 
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The Duke Energy Registrants are also subject to credit risk from 
transactions with their suppliers that involve prepayments in conjunction with 
outsourcing arrangements, major construction projects and certain commodity 
purchases. The Duke Energy Registrants' credit exposure to such suppliers 
may take the form of increased costs or project delays in the event of non
performance. The Duke Energy Registrants' frequently require guarantees or 
letters of credit from suppliers to mitigate this credit risk. 

Credit risk associated with the Duke Energy Registrants' service to 
residential, commercial and industrial customers is generally limited to 
outstanding accounts receivable. The Duke Energy Registrants mitigate this 
credit risk by requiring customers to provide a cash deposit, letter of credit 
or surety bond until a satisfactory payment history is established, subject to 
the rules and regulations in effect in each retail jurisdiction, at which time the 
deposit is typically refunded. Charge-offs for retail customers have historically 
been insignificant to the operations of the Duke Energy Registrants and are 
typically recovered through retail rates. Management continually monitors 
customer charge-offs and payment patterns to ensure the adequacy of bad 
debt reserves. Duke Energy Ohio and Duke Energy Indiana sell certain of their 
accounts receivable and related collections through Cinergy Receivables 
Company LLC (CRC), a Duke Energy consolidated variable interest entity. 
Losses on collection are first absorbed by the equity of CRC and next by the 
subordinated retained interests held by Ouke Energy Ohio, Duke Energy Kentucky 
and Duke Energy Indiana. See Note 17 to the Consolidated Financial Statements, 
"Variable Interest Entities." 

Duke Energy Carolinas has third-party insurance to cover certain losses 
related to asbestos-related injuries and damages above an aggregate self
insured retention. Ouke Energy Carolinas' cumulative payments began to exceed 
the self-insurance retention in 2008. Future payments up to the policy limit will 
be reimbursed by the third-party insurance carrier. The insurance policy limit 
for potential future insurance recoveries indemnification and medical cost claim 
payments is $814 million in excess of the self-insured retention. Receivables 
for insurance recoveries were $587 million and $599 million at December 31, 
2016 and 2015, respectively. These amounts are classified in Other within 
Investments and Other Assets and Receivables on the Consolidated Balance 
Sheets. Duke Energy Carolinas is not aware of any uncertainties regarding 
the legal sufficiency of insurance claims. Duke Energy Carolinas believes the 
insurance recovery asset is probable of recovery as the insurance carrier 
continues to have a strong financial strength ratini> 

The Duke Energy Registrants also have credit risk exposure through 
issuance of performance guarantees, letters of credit and surety bonds on 
behalf of less than wholly owned entities and third parties. Where the Duke 
Energy Registrants have issued these guarantees, it is possible that they 
could be required to perform under these guarantee obligations in the event 
the obliger under the guarantee fails to perform. Where the Duke Energy 
Registrants have issued guarantees related to assets or operations that 
have been disposed of via sale, they attempt to secure indemnification from 
the buyer against all future performance obligations under the guarantees. 
See Note 7 to the Consolidated Financial Statements, "Guarantees and 
Indemnifications," for further information on guarantees issued by the Duke 
Energy Registrants. 

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 a materially adverse effect on their consolidated 
financial position or results of operations as a result of non-performance by any 
counterparty. 

Marketable Securities Price Risk 

As described further in Note 15 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. The vast majority of investments in equity securities are within the 
NDTF and assets of the various pension and other post-retirement benefit plans. 
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Pension Plan Assets 

Duke Energy maintains investments to facilitate funding 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 has established asset allocation targets for its 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. See Note 21 to the 
Consolidated Financial Statements, "Employee Benefit Plans" for additional 
information regarding investment strategy of pension plan assets. 

A significant decline in the value of plan asset holdings could require 
Duke Energy to increase funding of its pension plans in future periods, which 
could adversely affect cash flows in those periods. Additionally, a 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 Duke Energy's results of operations in 
those periods. 

OTHER MATIERS 

Ratios of Earnings to Fixed Charges 

The Duke Energy Registrants' ratios of earnings to fixed charges, as 
calculated using SEC guidelines, are included in the table below. 

Years Ended December 31, 

2016 2015 2014 

Duke Energy 2.7 3.1 3.0 
Duke Energy Carolinas 4.7 4.7 4.6 
Progress Energy 3.0 2.9 2.7 
Duke Energy Progress 4.0 3.7 3.5 
Duke Energy Florida 4.3 4.3 4.1 
Duke Energy Ohio 3.8 3.6 2.1 
Duke Enerfil'. lndiana 4.1 3.6 4.1 

Environmental Regulations 

The Duke Energy 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 and result in new obligations of the Duke Energy Registrants. 

The following sections outline various proposed and recently enacted 
regulations that may impact the Duke Energy Registrants. Refer to Note 4 to the 
Consolidated Financial Statements, "Regulatory Matters," for further information 
regarding potential plant retirements and regulatory filings related to the Duke 
Energy Registrants. 

Coal Combustion Residuals 

In April 2015, the EPA published a rule to regulate the disposal of CCR 
from electric utilities as solid waste. The federal regulation classifies CCR as 
nonhazardous waste and allows for beneficial use of CCR with some restrictions. 
The regulation applies to all new and existing landfills, new and existing surtace 
impoundments receiving CCR and existing surtace impoundments that are no 
longer receiving CCR but contain liquid located at stations currently generating 
electricity (regardless of fuel source). The rule establishes requirements 
regarding landfill design, structural integrity design and assessment criteria 
for surtace impoundments, groundwater monitoring, protection and remedial 
procedures and other operational and reporting procedures to ensure the safe 
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Nuclear Decommissioning Trust Funds 

As required by the NRC, NCUC, PSCSC and the Florida Public Service 
Commission (FPSC), subsidiaries of Duke Energy maintain trust funds to fund 
the costs of nuclear decommissioning. As of December 31, 2016, these funds 
were invested primarily in domestic and international equity securities, debt 
securities, cash and cash equivalents and short-term investments. Per the 
NRC, Internal Revenue Code, NCUC, PSCSC and FPSC requirements, these 
funds may be used only for activities related to nuclear decommissioning. These 
investments are exposed to price fluctuations in equity markets and changes in 
interest rates. Duke Energy actively monitors its portfolios by benchmarking the 
pertormance of its 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 retail and wholesale rates; therefore, fluctuations in 
investment prices do not materially affect the Consolidated Statements of 
Operations, as changes in the fair value of these investments are primarily 
deferred as regulatory assets or regulatory liabilities pursuant to Orders by the 
NCUC, PSCSC, FPSC and FERG. Earnings or losses of the fund will ultimately 
impact the amount of costs recovered through retail and wholesale rates. See 
Note 9 to the Consolidated Financial Statements, "Asset Retirement Obligations" 
for additional information regarding nuclear decommissioning costs. See Note 15 
to the Consolidated Financial Statements, "Investments in Debt and Equity 
Securities" for additional information regarding NDTF assets. 

disposal and management of CCR. As a result of the EPA rule, Duke Energy 
Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Ohio and Duke 
Energy Indiana recorded additional ARO amounts during 2015. Various industry 
and environmental parties have appealed the EPA's CCR rule in the U.S. Court 
of Appeals for the District of Columbia (D.C. Circuit Court). On April 18, 2016, 
the EPA filed a motion with the federal court to settle five issues raised in 
litigation. On June 14, 2016, the court approved the motion with respect to all of 
those issues. A decision by the court on the remaining issues is expected in the 
second quarter of 2017. Duke Energy does not expect a material impact from the 
settlement or that it will result in additional ARO adjustments. 

In addition to the requirements of the federal CCR regulation, CCR landfills 
and surtace impoundments will continue to be independently regulated by most 
states. Cost recovery for future expenditures will be pursued through the normal 
ratemaking process with federal and state utility commissions and via wholesale 
contracts, which permit recovery of necessary and prudently incurred costs 
associated with Duke Energy's regulated operations. For more information, see 
Note 9 to the Consolidated Financial Statements, "Asset Retirement Obligations." 

Coal Ash Management Act of 2014 

AROs recorded on the Duke Energy Carolinas and Duke Energy Progress 
Consolidated Balance Sheets at December 31, 2016, and December 31, 2015, 
include the legal obligation for closure of coal ash basins and the disposal of 
related ash as a result ofthe Coal Ash Act, the EPA CCR rule and other agreements. 
In January 2016, the NCDEQ published draft risk classifications for sites not 
specifically delineated by the Coal Ash Act as high risk. These risk rankings were 
general~ determined based on three primary criteria: structural integrity of the 
impoundments and impacts to surtace water and to groundwater. The NCDEQ's 
draft proposed classifications categorized 12 basins at four sites as intermediate 
risk and four basins atthree sites as low risk. The NCDEQ's draft proposed 
classifications also categorized nine basins at six sites as "low-to-intermediate" 
risk, thereby not assigning a definitive risk ranking at that time. On May 18, 2016, 
the NCDEQ issued new proposed risk classifications, proposing to rank all originally 
proposed low risk and "low-to-intermediate" risk sites as intermediate. 

On July 14, 2016, the former governor of North Carolina signed legislation 
which amended the Coal Ash Act and required Duke Energy to undertake 
dam improvement projects and to provide access to a permanent alternative 
drinking water source to certain residents within a half mile of coal ash basin 
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compliance boundaries and to certain other potentially impacted residents. The 
new legislation also ranks basins at the H.F. Lee, Cape Fear and Weatherspoon 
stations as intermediate risk consistent with Duke Energy's previously 
announced plans to excavate those basins. These specific intermediate-
risk basins require closure through excavation including a combination of 
transferring ash to an appropriate engineered landfill or conversion of the ash 
for beneficial use. Closure of these specific intermediate-risk basins is required 
to be completed no later than August 1, 2028. Upon satisfactory completion 
of the dam improvement projects and installation of alternative drinking water 
sources by October 15, 2018, the legislation requires the NCDEQ to reclassify 
sites proposed as intermediate risk, excluding HJ Lee, Cape Fear and 
Weatherspoon, as low risk. In January 2017, NCDEQ issued preliminary approval 
of Duke Energy's plans for the alternative water sources. 

Per the Coal Ash Act, final proposed classifications were to be subject to 
Coal Ash Management Commission (Coal Ash Commission) approval. In March 
2016, the Coal Ash Commission created by the Coal Ash Act was disbanded 
by the former governor of North Carolina based on a North Carolina Supreme 
Court ruling regarding the constitutionality of the body. The July 2016 legislation 
eliminates the Coal Ash Commission and transfers responsibility for ash basin 
closure oversight to the NCDEQ. 

Additionally, the July 2016 legislation requires the installation and 
operation of three large-scale coal ash beneficiation projects which are 
expected to produce reprocessed ash for use in the concrete industry. Closure 
of basins at sites with these beneficiation projects are required to be completed 
no later than December 31, 2029. On October 5, 2016, Duke Energy announced 
Buck Steam Station as a first location for one of the beneficiation projects. On 
December 13, 2016, Duke Energy announced H.F. Lee as the second location. 
Duke Energy intends to announce the third location by July 1, 2017. 

The Coal Ash Act includes a variance procedure for compliance deadlines and 
other issues surrounding the management of CCR and CCR surface impoundments. 

Provisions of the Coal Ash Act prohibit cost recovery in customer rates 
for unlawful discharge of ash impoundment waters occurring after January 1, 
2014. The Coal Ash Act leaves the decision on cost recovery determinations 
related to closure of ash impoundments to the normal ratemaking processes 
before utility regulatory commissions. Consistent with the requirements of the 
Coal Ash Act, Duke Energy has submitted comprehensive site assessments and 
groundwater corrective plans to NCDEQ and will submit to NCDEQ site-specific 
coal ash impoundment closure plans in advance of closure. These plans and all 
associated permits must be approved by NCDEQ before closure work can begin. 

For further information on AROs, see Note 9 to the Consolidated Financial 
Statements, "Asset Retirement Obligations." 

Mercury and Air Toxics Standards 

The final Mercury and Air Toxics Standards (MATS) rule was issued on 
February 16, 2012. The rule established emission limits for hazardous air pollutants 
from new and existing coal-fired and oil-fired steam electric generating units (EGUs). 
The rule required sources to comply with emission limits by April 16, 2015, or by 
April 16, 2016, with approved extension. Strategies to achieve compliance included 
installation of new air emission control equipment development of monitoring 
processes, fuel switching and acceleration of retirement for some coal-fired EGUs. 
All of Duke Energy's coal-fired units are in compliance with the emission limits, work 
practices standards and other requirements of the MATS rule. 

Clean Water Act 316(b) 

The EPA published the final 316(b) cooling water intake structure rule on 
August 15, 2014, with an effective date of October 14, 2014. The rule applies to 26 
of the electric generating facilities the Duke Energy Registrants own and operate. 
The rule allows for several options to demonstrate compliance and provides 
flexibility to the state environmental permitting agencies to make determinations 
on controls, if any, that will be required for cooling water intake structures. Any 
required intake structure modifications and/or retrofits are expected to be installed 
in the 2019 to 2022 time frame. Petitions challenging the rule have been filed by 
several groups. It is unknown when the courts will rule on the petitions. The Duke 
Energy Registrants cannot predict the outcome of these matters. 
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Steam Electric Eff/uent Limitations Guidelines 

Dn January 4, 2016, the final Steam Electric Effluent Limitations 
Guidelines (ELG) rule became effective. The rule establishes new requirements 
for wastewater streams associated with steam electric power generation and 
includes more stringent controls for any new coal plants that may be built in 
the future. Affected facilities must comply between 2018 and 2023, depending 
on timing of new Clean Water Act (CWA) permits. Most, if not all, of the steam 
electric generating facilities the Duke Energy Registrants own are likely affected 
sources. The Duke Energy Registrants are well-positioned to meet the majority 
of the requirements of the rule due to current efforts to convert to dry ash 
handling. Petitions challenging the rule have been filed by several groups. On 
March 16, 2015, Duke Energy Indiana filed its own legal challenge to the rule 
with the Seventh Circuit Court of Appeals specific to the ELG for wastewater 
associated rule focused on the limits imposed on integrated gas combined-cycle 
facilities. All challenges to the rule have been consolidated in the Fifth Circuit 
Court of Appeals. Opening briefs were submitted on December 5, 2016. Briefing 
concludes on June 5, 2017, and oral argument has not been scheduled. It is 
unknown when the courts will rule on the petitions. The Duke Energy Registrants 
cannot predict the outcome of these matters. 

Estimated Cost and Impacts of Rulemakings 

Duke Energy will incur capital expenditures to comply with the 
environmental regulations and rules discussed above. The following table 
provides five-year estimated costs, excluding AFUDC, of new control equipment 
that may need to be installed on existing power plants primarily to comply 
with the Coal Ash Act requirements for conversion to dry disposal of bottom 
ash and fly ash, CWA 316(b) and ELGs through December 31, 2021. The table 
excludes ash basin closure costs recorded in Asset retirement obligations on the 
Consolidated Balance Sheets. For more information related to AROs, see Note 9 
to the Consolidated Financial Statements. 

(in millions) Five-Year Estimated Costs 
Duke Energy $ 1,200 
Duke Energy Carolinas 530 
Progress Energy 325 
Duke Energy Progress 260 
Duke Energy Florida 65 
Duke Energy Ohio 125 
Duke Energy Indiana 220 

The Duke Energy Registrants also expect to incur increased fuel, 
purchased power, operation and maintenance and other expenses, in 
addition to costs for replacement generation for potential coal-fired power 
plant retirements, as a result of these regulations. Actual compliance costs 
incurred may be materially different from these estimates due to reasons 
such as the timing and requirements of EPA regulations and the resolution of 
legal challenges to the rules. The Duke Energy Registrants intend to seek rate 
recovery of necessary and prudently incurred costs associated with regulated 
operations to comply with these regulations. 

Cross-State Air Pollution Rule 

On December 3, 2015, the EPA proposed a rule to lower the Cross-State Air 
Pollution Rule (CSAPR) Phase 2 state ozone season nitrogen oxide (NOx) emission 
budgets for 23 eastern states, including North Carolina, Ohio, Kentucky and 
Indiana. The EPA also proposed to eliminate the CSAPR Phase 2 ozone season 
state NOx budgets for Florida and South Carolina. On September 7, 2016, the 
EPA finalized a CSAPR update rule that reduces the CSAPR Phase 2 state ozone 
season NOx emission budgets for 22 eastern states, including Ohio, Kentucky and 
Indiana. In the final CSAPR update rule, the EPA removed Florida, South Carolina 
and North Carolina from the ozone season NOx program. Beginning in 2017, Duke 
Energy Registrants in these states will not be subject to any CSAPR ozone season 
NOx emission limitations. For the states that remain in the program, the reduced 
state ozone season NOx emission budgets will take effect on May 1, 2017. 
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In Kentucky and Indiana, where Duke Energy Registrants own and operate coal
tired EGUs subject to the tinal rule requirements, potential near-term responses 
could include changing unit dispatch to run certain generating units less 
frequently and/or purchasing NOx allowances from the trading market. longer 
term, upgrading the pertormance at existing NOx controls is an option. 

Carbon Pollution Standards for New, Modified and 
Reconstructed Power Plants 

On October 23, 2015, the EPA published a tinal rule in the Federal 
Register establishing carbon dioxide (CO,) emissions limits for new, modified 
and reconstructed power plants. The requirements for new plants do not apply 
to any facility that Duke Energy currently has in operation, but would apply 
to plants that commenced construction after January 8, 2014. The EPA set 
an emissions standard for coal units of 1,400 pounds of CO, per gross MWh, 
which would require the application of partial carbon capture and storage (CCS) 
technology for a coal unit to be able to meet the limit. Utility-scale CCS is not 
currently a demonstrated and commercially available technology for coal-tired 
EGUs, and therefore the final standard effectively prevents the development 
of new coal-tired generation. The EPA set a final standard of 1,000 pounds 
of C02 per gross MWh for new natural gas combined-cycle units. Petitions 
challenging the rule have been filed by several groups. Final briefs in the case 
were due February 6, 2D17. Oral arguments are scheduled for April 2017. The 
Duke Energy Registrants do not expect the impacts of the final standards will be 
material to Duke Energy's financial position, results of operations or cash flows. 

Clean Power Plan 

On October 23, 2015, the EPA published in the federal Register the 
final Clean Power Plan (CPP) rule that regulates CO, emissions from existing 
fossil fuel-fired EGUs. The CPP established CO, emission rates and mass cap 
goals that apply to existing fossil fuel-tired EGUs. Petitions challenging the 
rule have been filed by several groups and on February 9, 2016, the Supreme 
Court issued a stay of the final CPP rule, halting implementation of the CPP 
until legal challenges are resolved. The states in which the Duke Energy 
Registrants operate have suspended work on the CPP in response to the stay. 
Oral arguments before 10 of the 11 judges on D.C. Circuit Court were heard on 
September 27, 2016. The court is expected to decide the case in early 2017. 

Compliance with CPP could cause the industry to replace coal-fired 
generation with natural gas and renewables. Costs to operate coal-fired 
generation plants continue to grow due to increasing environmental compliance 
requirements, including ash management costs unrelated to CPP, which may 
result in the retirement of coal-fired generation plants earlier than the current end 
of useful lives. If the CPP is ultimately upheld by the courts and implementation 
goes forward, the Duke Energy Registrants could incur increased tuel, purchased 
power, operation and maintenance and other costs for replacement generation as 
a result of this rule. Due to the uncertainties related to the implementation of the 
CPP, the Duke Energy Registrants cannot predict the outcome of these matters. 

Global Climate Change 

The Duke Energy Registrants' greenhouse gas (GHG) emissions consist 
primarily of C02 and result primarily from operating a fleet of coal-fired 
power plants. In 2016, the Duke Energy Registrants' power plants emitted 
approximately 107 million tons of C02• future CO, emissions will be influenced 
by variables that include compliance with new or existing regulations, economic 
conditions that affect electricity demand and the technologies deployed to 
generate the electricity necessary to meet the customer demand. 

The Duke Energy Registrants have taken actions that have resulted in 
a reduction of C02 emissions over time. Actions have included the retirement 
of 47 coal-fired EGUs with a combined generating capacity of 5,425 MW. 
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Much of that capacity has been replaced with state-of-the-art highly efficient 
natural gas-fired generation that produces far fewer C02 emissions per unit of 
electricity generated. Between 20D5 and 2016, the Duke Energy Registrants 
have collectively lowered the CO, emissions from their electricity generation by 
approximately 30 percent, which lowers the exposure to any future mandatory 
CO, emission reduction requirements or carbon tax, whether as a result of 
federal legislation, the final CPP regulation or other as yet unknown emission 
reduction requirement. Under any future scenario involving mandatory C0

2 
limitations, the Duke Energy Registrants would plan to seek recovery of their 
compliance costs through appropriate regulatory mechanisms. 

The Duke Energy Registrants recognize certain groups associate severe 
weather events with increasing levels of GHGs in the atmosphere and forecast 
the possibility these weather events could have a material impact on future 
results of operations should they occur more frequently and with greater 
severity. However, the uncertain nature of potential changes in extreme weather 
events (such as increased frequency, duration and severity), the long period 
of time over which any potential changes might take place and the inability 
to predict potential changes with any degree of accuracy, make estimating 
any potential future financial risk to the Duke Energy Registrants' operations 
impossible. The Duke Energy Registrants have historically planned and prepared 
for extreme weather events, such as ice storms, tornadoes, hurricanes, severe 
thunderstorms, high winds and droughts they occasionally experience. 

The Duke Energy Registrants routinely take steps to reduce the potential 
impact of severe weather events on their 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 fuel supply so they can continue to 
provide customers with an uninterrupted supply of electricity. 

Nuclear Matters 

Following the events at the Fukushima Daiichi nuclear power station in 
Japan, in March 2011, the NRC formed a task force to conduct a comprehensive 
review of processes and regulations to determine whether the agency should 
make additional improvements to the nuclear regulatory system. Subsequently, 
the NRC targeted a set of improvements designed to enhance accident 
mitigation, strengthen emergency preparedness and improve efficiency of 
NRC programs. Pursuant to the findings of the task force, in March 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 a plant, ensuring reliable hardened containment vents and 
enhancing spent fuel pool instrumentation. Duke Energy is committed to 
compliance with all safety enhancements ordered by the NRC, and as of January 
2017, Duke Energy actions on two of the three NRC orders are complete. The 
remaining order is focused only on enhancements to boiling water reactor 
designs which, for Duke Energy, is unique to Brunswick Steam Electric Plant. 
Actions associated with this third order will be completed by March 2019. With 
the NRC's continuing review of this matter, Duke Energy cannot predict to what 
extent the NRC will impose additional licensing and safety-related requirements 
or the costs of complying with such requirements. Upon receipt of additional 
guidance from the NRC and a collaborative industry review, Duke Energy will be 
able to determine an implementation plan and associated costs. See Item lA, 
"Risk factors," for further discussion of applicable risk factors. 

New Accounting Standards 

See Note I to the Consolidated Financial Statements, "Summary 
of Significant Accounting Policies," for a discussion of the impact of new 
accounting standards. 

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

See "Management's Discussion and Analysis of Results of Operations and Financial Condition-Quantitative and Qualitative Disclosures About Market Risk." 
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We have audited the accompanying consolidated balance sheets of Duke Energy Corporation and subsidiaries (the "Company") as of December 31, 2016 and 
2015, and the related consolidated statements of operations, comprehensive income, changes in equity, and cash flows for each of the three years in the period 
ended December 31, 2016. Wealso have audited the Company's internal control over financial reporting as of December 31, 2016, based on criteria established in 
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company's 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 Management's Annual Report On Internal Control Over Financial Reporting. Our responsibility is to 
express an opinion on these financial statements and an opinion on the Company's internal control over financial reporting based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that 
we plan and pertorm the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether effective 
internal control over financial reporting was maintained in all material respects. Our audits of the financial statements included examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and 
evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of internal control 
over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control 
based on the assessed risk. Our audits also included pertorming such other procedures as we considered necessary in the circumstances. We believe that our audits 
provide a reasonable basis for our opinions. 

A company's internal control over financial reporting is a process designed by, or under the supeivision of, the company's principal executive and principal 
financial officers, or persons pertorming similar functions, and effected by the company's board of directors, management, and other personnel to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles. A company's internal control over financial reporting includes those policies and procedures that (I) pertain to the maintenance of records 
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles and that receipts 
and expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the 
financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management override of controls, 
material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the 
internal control over financial reporting to future periods are subject to the risk that 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, 2016 and 2015, and the results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2016, 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, 2016, based on the criteria established in Internal Control- Integrated 
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

/s/ Deloitte & Touche LLP 

Charlotte, North Carolina 
February 24, 2017 
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DUKE ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF OPERATIONS 

(in millions, except per share amounts) 

Operating Revenues 
Regulated electric 
Nonregulated electric and other 
Regulated natural gas 

Total operating revenues 

Operating Expenses 
Fuel used in electric generation and purchased power 
Cost of natural gas 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
lm airment char es 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses 
Equity in earnings (losses) of unconsolidated affiliates 
Other income and expenses, net 

Total other income and expenses 

Interest Expense 

Income From Continuing Operations Before Income Taxes 
Income Tax Expense From Continuing Operations 

Income From Continuing Operations 
(loss) Income From Discontinued Operations, net of tax 

Net Income 
less: Net Income Attributable to Noncontrolling Interests 

Net Income Attributable to Duke Energy Corporation 

Earnings Per Share- Basic and Diluted 
Income from continuing operations attributable to Duke Energy Corporation common stockholders 

Basic 
Diluted 

(loss) Income from discontinued operations attributable to Duke Energy Corporation common stockholders 
Basic 
Diluted 

Net Income attributable to Duke Energy Corporation common stockholders 
Basic 
Diluted 

Weighted average shares outstanding 
Basic 
Diluted 

See Notes to Consolidated Financial Statements 
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Years Ended December 31, 

2016 2015 2014 

$21,221 $21,379 $21,550 
659 456 386 
863 536 573 

22,743 22,371 22,509 

6,625 7,355 7,732 
265 141 185 

6,085 5,539 5,506 
3,294 3,053 2,969 
1,142 1,129 1,204 

18 106 81 
17,429 17,323 17,677 

27 30 10 

5,341 5,078 4,842 

(15) 69 130 
324 290 320 

309 359 450 

1,916 1,527 1,529 

3,734 3,910 3,763 
1,156 1,256 1,225 

2,578 2,654 2,538 
(408) 177 (649) 

2,170 2,831 1,889 
18 15 6 

$ 2,152 $ 2,816 $ 1,883 

$ 3.71 $ 3.80 $ 3.58 
$ 3.71 $ 3.80 $ 3.58 

$ (0.60) $ 0.25 $ 10.921 
$ (0.60) $ 0.25 $ (0.92) 

$ 3.11 $ 4.05 $ 2.66 
$ 3.11 $ 4.05 $ 2.66 

691 694 707 
691 694 707 
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DUKE ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(in millions) 

Net Income 

Other Comprehensive Income (Loss), net of tax 
Foreign currency translation adjustments 
Pension and OPES adjustments 
Net unrealized gains (losses) on cash flow hedges(aJ 
Reclassification into earnings from cash flow hedges 
Unrealized gains (losses) on available-for-sale securities 

Other Comprehensive Income (loss), net of tax 

Comprehensive Income 
Less: Comprehensive Income Attributable to Noncontrolling Interests 

Comprehensive Income Attributable to Duke Energy Corporation 

(a) Net of insignificant tax expense in 2016 and 2015, and $13 million tax benefit in 2014. 

See Notes to Consolidated financlal Statements 
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Years Ended December 31, 

2016 2015 2014 

$ 2,170 $2,831 $1,889 

694 12641 (1241 
(111 1131 4 
17 1261 
13 9 7 
2 161 3 

715 12741 (1361 

2,885 2,557 1,753 
20 4 14 

$ 2,865 $2,553 $1,739 
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DUKE ENERGY CORPORATION 

CONSOLIDATED BALANCE SHEETS 

(in millions) 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubtlul accounts of $14 at 2016 and $12 at 2015) 
Receivables of VI Es (net of allowance for doubtlul accounts of $54 at 2016 and $53 at 2015) 
lnventmy 
Assets held for sale 
Regulatol)' assets (includes $50 related to VI Es at 2016) 
Other 

Total current assets 

Investments and Other Assets 
Investments in equity method unconsolidated affiliates 
Nuclear decommissioning trust funds 
Goodwill 
Assets held for sale 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Accumulated depreciation and amortization 
Generation facilities to be retired, net 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
Regulatol)' assets (includes $1,142 related to VIEs at 2016) 
Other 

Total regulatory assets and deferred debits 

Total Assets 

KyPSC Case.No. 2017-00321 
· · iiR.16(7)(1) Attachment - Annual Report 2016 

Page 83 of 258 

December 31, 

2016 2015 

$ 392 $ 383 
751 515 

1,893 1,748 
3,522 3,746 

746 
1,023 877 

458 307 

8,039 8,322 

925 499 
6,205 5,825 

19,425 16,072 
2,413 

2,752 2,830 

29,307 27,639 

121,397 109,967 
(39,406) (36,736) 

529 548 

82,520 73,779 

12,878 11,373 
17 43 

12,895 11,416 

$132,761 $121.156 

See Notes to Consolidated Financial Statements 
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PART II 

DUKE ENERGY CORPORATION 

CONSOLIDATED BALANCE SHEETS-{Continued) 

(in millions) 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Notes payable and commercial paper 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt (includes $260 at 2016 and $125 at 2015 related to VIEs) 
liabilities associated with assets held for sale 
Asset retireme11t obligations 
Regulatoiy liabilities 
Other 

Total current !iabi!ities 

Long-Term Debt (includes $3,587 at 2016 and $2,197 at 2015 related to VIEs) 

Deferred Credits and Other Liabilities 

Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Liabilities associated with assets held for sale 
Asset retirement obligations 
Regulatoiy liabilities 
Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 

Equity 

> . ... KyPSCCase No. 2017,00321 
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December 31, 

2016 2015 

$ 2,994 $ 2,350 
2,487 3,633 

384 289 
503 412 

2,319 2,026 
279 

411 
409 400 

2,044 2,011 

11,551 11,400 

45,576 36,842 

14,155 12,548 
493 472 

1,111 1,088 
900 

10,200 10,249 
6,881 6,255 
1,753 1,631 

34,593 33,143 

Common stock, $0.001 par value, 2 billion shares authorized; 700 million and 688 million shares outstanding at 2016 and 2015, respectively 
Additional paid-in capital 38,741 

1 
37,968 

Retained earnings 
Accumulated other comprehensive loss 

Total Duke Energy Corporation stockholders' equity 
Noncontrolling interests 

Total equity 

Total Liabilities and Equity 

See Notes to Consolidated Financial Statements 
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2,384 2,564 
(93) (806) 

41,033 39,727 
8 44 

41,041 39,771 

$132,761 $121,156 



PART II 

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 
FERG mitigation costs 
Accrued charitable contributions related to Piedmont merger commitments 
Losses (gains) on sales of other assets 
Impairment charges 
Deferred income taxes 
Equity in earnings of unconsolidated affiliates 
Accrued pension and other post-retirement benefit costs 
Contributions to qualified pension plans 
Payments for asset retirement obligations 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Tax.es accrued 
Other current liabilities 

Other assets 
Other liabilities 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital ex.penditures 
Investment ex.penditures 
Acquisitions, net of cash acquired 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Proceeds from the sales of discontinued operations and other assets, net of cash divested 
Change in restricted cash 
Other 

Net cash used in investing activities 

See Notes to Consolidated Financial Statements 
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Years Ended December 31, 

2016 2015 2014 

$ 2,170 $ 2,831 $ 1,889 

3,880 3,613 3,507 
(200) (164) (135) 

(15) 
93 

477 148) 133) 
212 153 915 
900 1,244 1,149 
15 169) (130) 
21 71 108 

1155) 1302) 
1608) 1346) 168) 

34 129) 44 
(391) 359 58 
272 1237) 1269) 

(220) 165) 1414) 

266 16) (30) 
236 (38) 114) 
182 168 (201) 

(186) (216) 16 
1200) 1243) 209 

6,798 6,676 6,586 

(7,901) (6,766) 15,384) 
1307) 1263) 190) 

(4,778) (1,334) 154) 
(5,153) 14,037) 14,110) 
5,236 4,040 4,133 
1,418 2,968 179 

(4) 191 9 
144) 176) 156) 

(1!,533) 15,277) 15,373) 



PART II 

DUKE ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF CASH FLOWS-(Continued) 

(in millions) 

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 
Proceeds from the issuance of short-term debt with original maturities greater than 90 days 
Payments for the redemption of short-term debt with original maturities greater than 90 days 
Notes payable and commercial paper 
Distributions to noncontrolling interests 
Dividends paid 
Repurchase of common shares 
Other 

Net cash provided by (used in} financing activities 

Changes in cash and cash equivalents included in assets held for sale 

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

Cash and cash equivalents at end of period 

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

Accrued capital expenditures 
See Notes to Consolidated Financial Statements 
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Years Ended December 31, 

2016 2015 2014 

$ 9,238 $ 2,955 $ 2,914 
731 17 25 

ll,9231 (3,0291 (3,0371 
2,081 379 1,066 

12,166) 19311 15641 
ll,3621 1,797 1,186 

161 191 (651 
12,3321 (2,2541 (2,2341 

(1,5001 
9 131 31 

4,270 (2,5781 (6781 

474 1,099 15481 

9 (801 (131 
383 463 476 

$ 392 $ 383 $ 463 

$ 1,794 $ 1,607 $ 1,659 
229 170 158 

1,000 771 664 



PART II 

DUKE ENERGY CORPORATION 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

(in millions) 

Balance at December 31, 2013 

Net income 
Other comprehensive (loss) income 
Common stock issuances, incltiding 

dividend reinvestment and 
employee benefits 

Common stock dividends 
Distributions to noncontrolling interest 

in subsidiaries 

Other 

Balance at December 31, 2014 

Net income 

Other comprehensive {loss) income 
Common stock issuances, including 

dividend reinvestment and 
employee benefits 

Stock repurchase 
Common stock dividends 
Distributions to noncontrolling interest 

in subsidiaries 
Other" 
Balance at December 31, 2015 

Net income 
other comprehensive income {loss)(lll 
Common stock issuances, including 

dividend reinvestment and 
employee benefits 

Common stock dividends 
Distributions to noncontrol!ing 

interests in subsidiaries 
Otherc) 

Balance at December 31, 2016 

Common 
Stock Common 

Shares Stock 

706 $ 1 

Additional 
Paid-in 
Capital 

$39,365 

40 

Retained 
Earnings 

$ 2,363 

1,883 

(2,234) 

707 $ 1 $39,405 $ 2,012 

1 
(20) 

688 

12 

700 

$ 1 

63 
11,500) 

2,816 

(2,254) 

(IQ) 

$37,968 $ 2,564 

2,152 

773 
(2,332) 

$ 1 $38,741 $ 2,384 
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Duke Energy Corporation Stockholders' 
Accumulated Other Comprehensive Loss 

Foreign 
Currency 

Translation 
Adjustments 

$(307) 

(132) 

$(439) 

(253) 

$(692) 

692 

$-

Net Unrealized 
Net Gains (Losses) 

onAvailab~· 
for-Sale

Securities 

Losses on 
Cash Flow 

Hedges 

$ (40) $ 

(19) 

$ (59) $ 3 

9 (6) 

$ (50) $ (3) 

30 2 

$ (20) $ (1) 

Total 
Duke Ene'i.)' 

Pension and Corporation 
OPEB Stockholders' 

Adjustments Equity 

$ (52) $41,330 

4 

$ (48) 

(13) 

$ 161) 

(11) 

$ 172) 

1,883 
1144) 

40 
(2,234) 

$40,875 

2,816 
(263) 

63 
11,500) 
(2,254) 

110) 

$39,727 

2,152 
713 

773 
(2,332) 

$41,033 

Noncontrolling 
Interests 

$ 78 

Total 
Equity 

$41,408 

6 1,889 
8 1136) 

(65) 
(3) 

40 
(2,234) 

(65) 
(3) 

$ 24 $40,899 

15 2,831 
(11) (274) 

(9) 

25 

$ 44 

18 
2 

63 
(1,500) 
(2,254) 

(9) 

15 

$39,771 

2,170 
715 

773 
(2,332) 

(6) (6) 
(50) (50) 

$ 8 $41,D41 

(a) Noncontrolling Interests amount Is primarily related to the acquisitions of a majority interest in a provider of energy management systems and services for commercial customers and a solar company. 
(b) foreign Currency Translation Adjustments amount includes $62.0 million of cumulative adjustment realized as a result of the sale of the l.atil American generation business. Refer to Note2 to the Consolidated Financl~ Statements. 
(c) Noncontrolling Interests amount is primarily related to the sale of the Latin American generation business. Refer to Note 2 to the Consolidated Financial Statements. 

See Notes to Consolidated Financial Statements 
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PARTll 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 
Duke Energy Carolinas, LLC 
Charlotte, North Carolina 

KyPSC Case No. 2017,00321 
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Page 88 of 258 

We have audited the accompanying consolidated balance sheets of Duke Energy Carolinas, LLC and subsidiaries (the "Company") as of December 31, 2016 and 
2015, and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period 
ended December 31, 2016. These financial statements are the responsibility of the Company's 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 pertorm 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 pertorm, an audit of its internal control over financial reporting. Our audits included consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that our audits provide a 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 Carolinas, 
LLC and subsidiaries at December 31, 2016 and 2015, and the results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2016, in conformity with accounting principles generally accepted in the United States of America. 

/s/Deloitte & Touche LLP 

Charlotte, North Carolina 
februal)' 24, 2017 
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PARTll 

DUKE ENERGY CAROLINAS, LLC 

KyPSC Case No. 2017-0.0321 
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Operating Revenues $ 7,322 $ 7,229 $ 7,351 

Operating Expenses 
Fuel used in electric generation and purchased power 1,797 1,881 2,133 
Operation, maintenance and other 2,106 2,066 1,995 
Depreciation and amortization 1,075 1,051 1,009 
Property and other taxes 276 269 316 
Impairment charges 1 

Total operating expenses 5,255 5,268 5,456 

Loss on Sales of Other Assets and Other, net (5) (]) 

Operating Income 2,062 1,960 1,895 
Other Income and Expenses, net 162 160 172 
Interest Expense 424 412 407 

Income Before Income Taxes 1,800 1,708 1,660 
Income Tax Expense 634 627 588 

Net Income $1,166 $1,081 $1,072 

Other Comprehensive Income, net of tax 
Reclassification into earnings from cash f!ow hedges 2 2 
Unrealized gain on available-for-sale securities 

Other Comprehensive Income, net of tax 2 2 2 

Comprehensive Income $1,168 $1,083 $1,074 

See Notes to Consolidated Financial Statements 
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PARTll 

DUKE ENERGY CAROLINAS, LLC 

CONSOLIDATED BALANCE SHEETS 

(in millions) 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubttul accounts of $2 at 2016 and $3 at 2015) 
Receivables of VI Es !net of allowance for doubttul accounts of $7 at 2016 and 2015) 
Receivables from affiliated companies 
Notes receivable from affiliated companies 
Inventory 
Regulatory assets 
Other 

Total current assets 

Investments and Other Assets 
Nuclear decommissioning trust funds 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Accumulated depreciation and amortization 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
Regulatory assets 
Other 

Total regulatol)' assets and deferred debits 

Total Assets 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Accounts payable to affiliated companies 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total current liabilities 

Long-Term Debt 

Long-Term Debt Payable to Affiliated Companies 

Deferred Credits and Other Liabilities 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 

Equity 
Member's equit'j 
Accumulated other comprehensive loss 

Total equil'J 

Total liabilities and Equity 

See Notes to Consolidated Financial Statements 
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December 31, 

2016 

$ 14 
160 
645 
163 

66 
1,055 

238 
37 

2,378 

3,273 
940 

4,213 

41,127 
(14,365) 

26,762 

3,159 
3 

3,162 

$ 36,515 

$ 833 
247 
143 
102 
116 
222 
161 
468 

2,292 

9,187 

300 

6,544 
203 
97 

3,673 
2,840 

607 

13,964 

10,781 
(9) 

10,772 

$ 36,515 

2015 

$ 13 
142 
596 
107 
163 

1,276 
305 
128 

2,730 

3,050 
999 

4,049 

39,398 
(13,521) 

25,877 

2,766 
4 

2,770 

$ 35,426 

$ 753 
229 

25 
95 

356 

39 
519 

2,016 

7,711 

300 

6,146 
199 
107 

3,918 
2,802 

621 

13,793 

11,617 
1111 

11,606 

$ 35,426 



PARTll 

DUKE ENERGY CAROLINAS, LLC 

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 and amortization (including amortization of nuclear fuel) 
Equity component of AFUDC 
FERG mitigation costs 
Accrued charitable contributions related to Piedmont merger commitments 
Losses on sales of other assets and other, net 
Impairment charges 
Deferred income taxes 
Accrued pension and other post-retirement benefit costs 
Contributions to qualified pension plans 
Payments for asset retirement obligations 
(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 

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 
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 
Distributions to parent 
Other 

Net cash used in financing activities 

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

Cash and cash equivalents at end of period 

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

Accrued capital expenditures 

See Notes to Consolidated Financial Statements 
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Years Ended December 31, 

2016 2015 2014 

$ 1,166 

1,382 
(102) 

52 
5 

470 
4 

143) 
(287) 

5 
176) 
156) 
215 

67 

185) 
18 

187 
63 
20 

(30) 

2,976 

12,220) 
12,832) 
2,832 

97 
(83) 

12,206) 

1,587 
1356) 

(2,000) 

(769) 

1 
13 

$ 14 

$ 393 
160) 

347 

$ 1,081 

$ 

1,361 
(96) 

397 
15 
(91) 

1167) 

42 
(32) 

1157) 
151) 

14) 
75 

(128) 
127 

76 
(77) 

2,373 

11,933) 
12,555) 
2,555 

(13) 
135) 

(1,981) 

516 
1506) 
1401) 

(1) 

1392) 

13 

13 

$ 389 
342 

239 

$ 1,072 

$ 

$ 

1,273 
191) 

3 

376 
22 

48 

(60) 
(236) 

10 
(7) 

(15) 
(10) 
17 

(22) 

2,380 

(1,879) 
(2,064) 
2,044 

72 
118) 

0,845) 

145) 
1500) 

1545) 

110) 
23 

13 

388 
305 

194 



PART II 

DUKE ENERGY CAROLINAS, LLC 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

(in millions) 

Balance at December 31, 2013 

Net income 
Other comprehensive income 
Distributions to parent 

Balance at December 31, 2014 

Net income 
Other comprehensive income 
Distributions to parent 

Balance at December 31, 2015 

Net income 
Other comprehensive income 
Distributions to parent 
Other 

Balance at December 31, 2016 

See Notes to Consolidated financial Statements 
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Member's 
Equity 

$10,365 

1,072 

(500) 

$10,937 

1,081 

(401) 

$11,617 

1,166 

(2,000) 
(2) 

$10,781 

Accumulated Other 
Comprehensive Loss 

Net Losses 
on Cash 

Flow 
Hedges 

$ (14) 

2 

$(12) 

$(11) 

2 

$ (9) 

Net Losses 
Available-

for-Sale 
Securities 

$ (1) 

$ (1) 

Total 
Equity 

$10,350 

1,072 
2 

(500) 

$10,924 

1,081 
2 

(401) 

$ - $11,606 

1,166 
2 

(2,000) 
(2) 

$ - $10,772 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 
Progress Energy, Inc. 
Charlotte, North Carolina 

KyPSC Case No. 2017-00321 
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We have audited the accompanying consolidated balance sheets of Progress Energy, Inc. and subsidiaries (the "Company") as of December 31, 2016 and 2015, 
and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period ended 
December 31, 2016. These financial statements are the responsibility of the Company's 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 pertorm 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 pertorm, an audit of its internal control over financial reporting. Our audits included consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that our audits provide a 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 Progress Energy, Inc. and 
subsidiaries at December 31, 2016 and 2015, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 
2016, in conformity with accounting principles generally accepted in the United States of America. 

/s/Deloitte & Touche LLP 

Charlotte, North Carolina 
February 24, 2017 
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PROGRESS ENERGY. INC. 
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Operating Revenues $ 9,853 $10,277 $10,166 

Operating Expenses 
Fuel used in electric generation and purchased power 3,644 4,224 4,195 
Operation, maintenance and other 2,386 2,298 2,335 
Depreciation and amortization 1,213 l,ll6 1,128 
Properfy and other taxes 487 492 517 
Impairment charges 7 12 (16) 

Total operating expenses 7,737 8,142 8,159 

Gains on Sales of Other Assets and Other, net 25 25 ll 

Operating Income 2,141 2,160 2,018 
Other Income and Expenses, net 114 97 77 
Interest Expense 689 670 675 

Income From Continuing Operations Before Income Taxes 1,566 1,587 1,420 
Income Tax Expense From Continuing Operations 527 522 540 

Income From Continuing Operations 1,039 1,065 880 
Income (Loss) From Discontinued Operations, net of tax 2 (3) (6) 

Net Income 1,041 1,062 874 
Less: Net Income Attributable to Noncontrolling Interests 10 11 5 

Net Income Attributable to Parent $ 1,031 $ 1,051 $ 869 

Net Income $ 1,041 $ 1,062 $ 874 

Other Comprehensive Income (loss), net of tax 
Pension and OPES adjustments 1 (10) 9 
Reclassification into earnings from cash flow hedges 8 4 8 
Unrealized gains {losses) on investments in available-for-sale securities 1 (1) 1 

Other Comprehensive Income (loss), net of tax 10 (7) 18 

Comprehensive Income 1,051 1,055 892 
Less: Comprehensive Income Attributable to Noncontrolling Interests 10 11 5 

Comprehensive Income Attributable to Parent $ 1,041 $ l,D44 $ 887 

See Notes to Consolidated Financial Statements 
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PARTll 

PROGRESS ENERGY, INC. 

CONSOLIDATED BALANCE SHEETS 

(in millions) 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubttul accounts of $6 at 2016 and 2015) 
Receivables of VIEs (net of allowance for doubttul accounts of $7 at 2016 and $8 at 2015) 
Receivables from affiliated companies 
Notes receivable from affiliated companies 
Inventory 
Regulatory assets (includes $50 related to VIEs at 2016) 
Other 

Total current assets 

Investments and Other Assets 
Nuclear decommissioning trust funds 
Goodwill 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Accumulated depreciation and amortization 
Generation facilities to be retired, net 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
Regulatory assets (includes $1, 142 related to VI Es at 2016) 
Other 

Total regulatory assets and deferred debits 

Total Assets 

See Notes to Consolidated Financial Statements 
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December 31, 

2016 2015 

$ 46 $ 44 
114 151 
692 658 
106 375 

80 
1,717 1,751 

401 362 
148 156 

3,304 3,497 

2,932 2,775 
3,655 3,655 

852 834 

7,439 7,264 

44,864 42,666 
(15,212) 114,867) 

529 548 

30,181 28,347 

5,722 5,435 
4 5 

5,726 5,440 

$ 46,650 $ 44,548 



PART II 

PROGRESS ENERG~ INC. 

CONSOLIDATED BALANCE SHEETS-{Continued) 

(in millions) 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Accounts payable to affiliated companies 
Notes payable to affiliated companies 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt (includes $62 related to VIEs at 2016) 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total current liabilities 

Lon~-Term Debt (includes $1,741at2016 and $479 at 2015 related to VI Es) 

long-Term Debt Payable to Affiliated Companies 
Deferred Credits and Other Liabilities 
Deferred income taxes 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 

Equity 
Common stock, $0.01 par value, 100 shares authorized and outstanding at 2016 and 2015 
Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive loss 

Total Progress Energy, Inc. stockholders' equity 

Noncontrol!ing interests 

Total equity 

Total Liabilities and Equity 

KyPSCCase No. 2017"00321 
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December 31, 

2016 2015 

$ 1,003 $ 722 
348 311 
729 1,308 

83 53 
201 195 
778 315 
189 
189 286 
745 891 

4,265 4,081 

15,590 13,999 

1,173 150 

5,246 4,790 
547 536 

5,286 5,369 
2,395 2,387 

341 383 

13,815 13,465 

8,094 8,092 
3,764 4,831 

(38) (48) 

11,820 12,875 

(13) 122) 

11,807 12,853 

$ 46,650 $ 44,548 

See Notes to Consolidated Financial Statements 
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PART II 

PROGRESS ENERG~ 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) 
EQuily component of AFUDC 
FERG mitigation costs 
Accrued charitable contributions related to Piedmont merger commitments 
Gains on sales of other assets and other, net 
Impairment charges 
Deferred income taxes 
Accrued pension and other post-retirement benefit costs 
Contributions to qualified pension plans 
Payments for asset retirement obligations 
(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 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Acquisitions 
Purchases of available-for-sale securities 
Proceeds from sales and maturities of available-for-sale securities 
Proceeds from insurance 
Proceeds from the sale of nuclear fuel 
Notes receivable from aHlliated companies 
Change in restricted cash 
other 

Net cash used in investing activities 

See Notes to Consolidated Financial Statements 
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Years Ended December 31, 

2016 2015 2014 

$ 1,041 $ 1,061 $ 874 

1,435 1,311 1,313 
(76) (54) (16) 

(18) 
32 

(34) (31) (6) 
7 11 2 

532 714 1,014 
(24) 15) 17 
(43) 183) 

(270) (156) 168) 

42 16) 12 
105 (31) 

211 1316) 156) 
35 167) (101) 
3 553 (934) 

242 (193) 6 
37 108 80 
15 163) 120) 

(42) 136 (144) 
(248) (167) 114) 
(58) 1112) 56 

2,844 2,749 1,966 

(3,306) (2,698) 11,940) 
(10) 11,249) 

(2,143) 11,174) 11,689) 
2,187 1,211 1,652 

58 
20 102 

(BO) 120 (145) 
16) 
47 134) (44) 

(3,233) 13,622) 12,166) 



PART II 

PROGRESS ENERGY, INC. 

CONSOLIDATED STATEMENTS OF CASH FLOWS - (Continued} 

(in millions) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 
Payments for the redemption of long-term debt 
Notes payable to affiliated companies 
Distributions to noncontrolling interests 
Capital contribution from parent 
Dividends to parent 
other 

Net cash provided by financing activities 

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

Cash and cash equivalents at end of period 

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

Accrued capital expenditures 

See Notes to Consolidated Financial Statements 
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Years Ended December 31, 

2016 2015 2014 

$ 2,375 $ 1,186 $ 1,572 
(327) 11,553) (931) 
444 623 (378) 

(!) (4) (37) 
625 

(2,0981 
(21 (2) (42) 

391 875 184 

2 2 (16) 
44 42 58 

$ 46 $ 44 $ 42 

$ 673 $ 649 $ 664 
(187) (426) 141 

317 329 294 
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PROGRESS ENERGY, INC. 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

Accumulated Other Comprehensive Loss 

Net Unrealized Total Progress 
Additional Net Losses on Gains on Pension and Energy, Inc. 

Common Paid-in Retained Cash Flow Available-for- OPEB Stockholders' Noncontrolling Total 
(in millions) Stock Capital Earnings Hedges Sale Securities Adjustments Equity Interests Equity 

Balance at December 31, 2013 $ $ 7,467 $3,452 $ (43) $- $ (16) $ 10,860 $ 4 $ 10,864 
Net income 869 869 5 874 
Other comprehensive income 8 9 18 18 
Distributions to noncontrolling interests (37) (37) 
Transfer of service company net assets to 

Duke Energy (539) (5391 (5391 
Other (41 (4) 

Balance at December 31, 2014 $ $ 7,467 $3,782 $ (35) $ $ (71 $ 11,208 $ (32) $ 11,176 
Net income 1,051 1,051 11 1,062 
Other comprehensive income (loss) 4 (!) (10) (71 (71 
Distributions to noncontrolling interests (41 (41 
Capital contribution from parent 625 625 625 
Other (21 (21 3 1 

Balance at December 31, 2015 $ $ 8,092 $4,831 $ (31) $- $(171 $ 12,875 $ (221 $ 12,853 
Net income 1,031 1,031 10 1,041 
Other comprehensive income 8 1 1 10 10 
Distributions to noncontrolling interests (I) (1) 
Dividends to parent (ZOOS) (2,098) (2,0981 
Other 2 2 2 

Balance at December 31, 2016 $ $ 8,094 $3,764 $ (23) $ 1 $(16) $ 11,820 $ (131 $ 11,807 

See Notes to Consolidated Financial Statements 
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PART II 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 
Duke Energy Progress, LLC 
Charlotte, North Carolina 

KyPSC Case.No .. 2017-00321 
·· · FRi6(7)(Ij Attachment - Annual Report 2016 

Page 100 of258 

We have audited the accompanying consolidated balance sheets of Duke Energy Progress, LLC and subsidiaries (the "Company") as of December 31, 2016 and 
2015, and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period 
ended December 31, 2016. These financial statements are the responsibility of the Company's 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 pertorm 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 pertorm, an audit of its internal control over financial reporting. Our audits included consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that our audits provide a 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 Progress, LLC 
and subsidiaries at December 31, 2016 and 2015, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 
2016, in conformity with accounting principles generally accepted in the United States of America. 

/s/Deloitte & Touche LLP 

Charlotte, North Carolina 
February 24, 2017 
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PARTll 

DUKE ENERGY PROGRESS, LLC 

KyPSC Case No. 2017000321 
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 

(in 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 

Gains on Sales of Other Assets and Other, net 

Operating Income 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Expense 

Net Income and Comprehensive Income 

See Notes to Gansolidaled Rnancia! Statemerrt.s 
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Yea" Ended December 31, 

2016 2015 2014 

$5,277 $5,290 $5,176 

1,830 2,029 2,036 
1,504 1,452 1,470 

703 643 582 
156 140 174 

1 5 (18) 

4,194 4,269 4,244 

3 3 3 

1,086 1,024 935 
71 71 51 

257 235 234 

900 860 752 
301 294 285 

$ 599 $ 566 $ 467 



PART II 

DUKE ENERGY PROGRESS, LLC 

CONSOLIDATED BALANCE SHEETS 

(in millions) 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubttul accounts of $4 at 2016 and 2015) 
Receivables of VI Es (net of allowance for doubttul accounts of $5 at 2016 and 2015) 
Receivables from affiliated companies 
Notes receivable from affiliated companies 
Inventory 
Regulatory assets 
other 

Total current assets 
Investments and Other Assets 
Nuclear decommissioning trust funds 
other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Accumulated depreciation and amortization 
Generation facilities to be retired, net 

Net property, p!ant and equipment 
Reg:ulatory Assets and Deferred Debits 
Regulatory assets 
Other 

Total regulatory assets and deferred debits 

Total Assets 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Accounts payable to affiliated companies 
Notes payable to affiliated companies 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total current liabilities 

Long-Term Debt 

Long-Term Debt Payable to Affiliated Companies 

Deferred Credits and Other Liabilities 

Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 

Regulatory liabilities 
Other 

Total deferred credits and other liabilities 
Commitments and Contingencies 

Equity 
Member's Egui!)'. 

Total Liabilities and Equity 

See Notes to Consolidated Financial Statements 
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December 31, 

2Dl6 2Dl5 

$ II $ 15 
51 87 

404 349 
5 16 

165 
1,076 1,088 

188 264 
57 121 

1,957 1,940 

2,217 2,035 
523 486 

2,740 2,521 

28,419 27,313 
(J0,561) (10,141) 

529 548 
18,387 17,720 

3,243 2,710 
2 3 

3,245 2,713 

$ 26,329 $ 24,894 

$ 589 $ 399 
227 190 

209 
104 15 
102 96 
452 2 
189 
158 85 
365 412 

2,186 1,408 

6,409 6,366 

150 150 

3,323 3,027 
146 132 
252 262 

4,508 4,567 
1,946 1,878 

51 45 
10,226 9,911 

7,358 7,059 

$ 26,329 $ 24,894 
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DUKE ENERGY PROGRESS, LLC 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
Years Ended December 31, 

(in millions) 2016 2015 2014 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income $ 599 $ 566 $ 467 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation, amortization and accretion (including amortization of nuclear fuel) 907 821 761 
Equity component of AFUDC (50) (47) 1151 
FERC mitigation costs 1181 
Accrued charitable contributions related to Piedmont merger commitments 32 
Gains on sales of other assets and other, net 161 Ill 131 
Impairment charges 1 5 
Deferred income taxes 384 354 455 
Accrued pension and other post-retirement benefit costs 1311 1141 171 
Contributions to qualified pension plans 1141 1411 
Payments for asset retirement obligations 12121 (1091 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 4 131 13 
Receivables 1171 43 78 
Receivables from affiliated companies 11 161 181 
Inventory 12 1501 1651 
Other current assets 84 185 14161 

Increase (decrease) in 
Accounts payable 171 1651 27 
Accounts payable to affiliated companies 37 70 17 
Taxes accrued 90 1341 10 
Other current liabilities 114 76 1681 

Other assets 1163) 1831 48 
Other liabilities (10) 1661 1111 

Net cash provided by operating activities 1,932 1,594 1,145 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures (1,733) (1,6691 11,1411 
Asset acquisition (1,1491 
Purchases of available-for-sale securities (1,658) 17271 14991 
Proceeds from sales and maturities of available-for-sale securities 1,615 672 458 
Notes receivable from affiliated companies 1165) 137 1237) 
Other 26 1301 111) 

Net cash used in investing activities 11,9151 12,7661 (1,531) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of Jong-term debt 505 1,186 1,347 
Payments for the redemption of long-term debt 1151 1991) 13791 
Notes payable to affiliated companies (2091 359 14611 
Capital contribution from parent 626 
Distributions to parent 13001 
Dividends to parent 12251 
Other 121 111 Ill 

Net cash (used in) provided by financing activities 1211 1,178 274 

Net increase (decrease) in cash and cash equivalents 141 6 (111 
Cash and cash equivalents at beginning of period 15 9 21 

Cash and cash equivalents at end of period $ 11 $ 15 $ 9 

Supplemental Disclosures: 
Cash paid for interest, net of amount capitalized $ 248 $ 118 $ 210 
Cash (received from) paid for income taxes 1287) 11971 81 
Significant non-cash transactions: 

Accrued capital expenditures 147 143 194 

See Notes to Consolidated Financial Statements 
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PART II 

DUKE ENERGY PROGRESS, LLC 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

(in millions) 

Balance at December 31, 2013 

Net income 
Dividends to parent 

Balance at December 31, 2014 

Net income 
Transfer to Members Equity 
Capital contribution from parent 

Balance at December 31, 2015 
Net income 
Distribution to parent 

Balance at December 31, 2016 

See Notes to Consolidated Financial Statements 
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Common Retained 
Stock Earnings 

$ 2,159 $ 3,466 

467 
(225) 

$ 2,159 $ 3 708 
355 

(2,159) (4,063) 

$ $ 

$ $ 

Member's 
Equity 

$ 

$ 
211 

6,222 
626 

$ 7,059 
599 

(300) 

$ 7,358 

Total 
Equity 

$ 5,625 

467 
(225) 

$ 5,867 
566 

626 

$ 7,059 
599 

(300) 

$ 7,359 



PART II 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 
Duke Energy Florida, LLC 
Charlotte, North Carolina 

. KyPSC p~se No. 2017.-00321 
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Page 105 of 258 

We have audited the accompanying consolidated balance sheets of Duke Energy Florida, LLC and subsidiaries (the "Company") as of December 31, 2Dl6 and 
2015, and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period 
ended December 31, 2016. These financial statements are the responsibility of the Company's 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 pertorm 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 pertorm, an audit of its internal control over financial reporting. Our audits included consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that our audits provide a 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 Florida, LLC 
and subsidiaries at December 31, 2016 and 2015, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 
2016, in conformity with accounting principles generally accepted in the United States of America. 

/s/Deloitte & Touche LLP 

Charlotte, North Carolina 
February 24, 2017 
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DUKE ENERGY FLORIDA, LLC 
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 

(in 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 

Gains on Sales of Other Assets and Other, net 

Operating Income 
Other Income and Expenses, net 
Interest Expense 

Income Before Income Taxes 
Income Tax Expense 

Net Income 

Other Comprehensive Income, net of tax 
Net unrealized gain on available-for-sale securities 
Reclassification into earnings from cash flow hedges 

Other Comprehensive Income, net of tax 

Comprehensive Income 

See Notes to Consolidated Financial Statements 
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Years Ended December 31, 

2016 2015 2014 

$ 4,568 $ 4,977 $ 4,975 

1,814 2,195 2,158 
865 835 850 
509 473 545 
333 352 343 

6 7 2 

3,527 3,862 3,898 

1,041 1,115 1,078 
44 24 20 

212 198 201 

873 941 897 
322 342 349 

$ 551 $ 599 $ 548 

$ 552 $ 599 $ 549 



PART II 

DUKE ENERGY FLORIDA, LLC 

CONSOLIDATED BALANCE SHEETS 

(in millions) 

ASSETS 
Current Assets 
Cash and cash eQuivalents 
Receivables (net of allowance for doubttul accounts of $2 at 2016 and 20151 
Receivables of VIES (net of allowance for doubttul accounts of $2 and 2016 and $3 at 20151 
Receivables from affiliated companies 
lnvento~ 

Regulato~ assets (includes $50 related to VIEs at 20161 
other (includes $53 related to VI Es at 20161 

Total current assets 

Investments and Other Assets 
Nuclear decommissioning trust funds 
other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Accumulated depreciation and amortization 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
Regulato~ assets (includes $1,142 related to VIEs at 20161 
Other 

Total regulatory assets and deferred debits 

Total Assets 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Accounts payab!e to affiliated companies 
Notes payable to aHiliated companies 
Taxes accrued 
Interest accrued 
Current maturities of long-tenn debt (includes $62 related to VIES at 20161 
Regulatory liabilities 
Other 

Total current liabilities 

Long-Term Debt (includes $1,442 at 2016 and $225 at 2015 related to VIEsl 

Deferred Credits and Other Liabilities 
Deferred income tax.es 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 
Equity 
Member's equity 
Accumulated other comprehensive income 

Total equity 

Total Liabilities and Equity 

See Notes to Consolidated Financial Statements 
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December 31, 

2016 2015 

$ 16 $ 8 
61 60 

288 308 
5 84 

641 663 
213 98 
125 21 

1,349 1,242 

715 740 
276 292 

991 1,032 

16,434 15,343 
(4,644) (4,720) 

11,790 10,623 

2,480 2,725 
2 2 

2,482 2,727 

$ 16,612 $ 15,624 

$ 413 $ 322 
125 116 
297 813 
33 132 
49 43 

326 13 
31 200 

352 452 

1,626 2,091 

5,799 4,253 

2,694 2,460 
262 242 
778 802 
448 509 
105 146 

4,287 4,159 

4,899 5,121 
1 

4,900 5,121 

$ 16,612 $ 15,624 
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DUKE ENERGY FLORIDA, LLC 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

Years Ended December 31, 

(in millions) 2016 2015 2014 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income $ 551 $ 599 $ 548 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation, amortization and accretion 516 480 550 
EquiJy component of AFUDC (26) (7) 

Gains on sales of other assets and other, net (!) 

Impairment charges 6 7 2 
Deferred income taxes 224 348 400 
Accrued pension and other post-retirement benefit costs 2 5 29 
Contributions to qualified pension plans (201 (401 
Payments for asset retirement obligations (581 (47) (681 
(Increase) decrease in 

Net realized and unrealized markAo-market and hedging transactions 38 (3) (9) 
Receivables 23 61 (33) 
Receivables from affiliated companies 21 (44) (37) 
Inventory 23 (17) (36) 
Other current assets (133) 116 (269) 

Increase (decrease} in 
Accounts payable Tl (127) 18 
Accounts payable to affiliated companies 9 46 32 
Taxes accrued (lll) 67 (31) 
Other current liabilities (149) 57 (80) 

Other assets (84) (84) (59) 
Other liabilities (53) (44) 10 

Net cash provided by operating activities 844 1,373 966 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures (l,5T3) (1,029) (699) 
Acquisitions (10) 
Purchases of available-for-sale securities (485) (447) (1,189) 
Proceeds from sales and maturities of available-for-sale securities 572 538 1,195 
Insurance proceeds 58 
Proceeds from the sale of nuclear fuel 20 102 
Change in restricted cash (6) 
Other 21 (3) (31) 

Net cash used in investing activities (1,403) (839) (724) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 1,870 225 
Payments for the redemption of long-term debt (12) (562) (252) 
Notes payable to affiliated companies (516) 729 (97) 
Dividends to parent (350) (124) 
Distribution to parent (775) (350) 
Other (1) (2) 

Net cash provided by (used in} financing activities 56T (534) (250) 

Net increase (decrease} in cash and cash equivalents 8 (8) 
Cash and cash equivalents at beginning of period 8 8 16 

Cash and cash equivalents at end of period $ 16 $ 8 $ 8 

Supplemental Disclosures: 
Cash paid for interest, net of amount capitalized $ 208 $ 205 $ 203 
Cash paid for (received from) income taxes 216 (229) 59 
Significant non-cash transactions: 

Accrued caEital exeenditures 170 186 100 

See Notes to Consolidated Financial Statements 

91 



PART II 

DUKE ENERGY FLORIDA, LLC 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

Common 
(in millions) Stock 

Balance at December 31, 2013 $ 1,762 

Net income 
Other comprehensive income 
Dividend to parent 

Balance at December 31, 2014 $ 1,762 

Net income 
Transfer to Member's Equity (1,762) 
Dividends to parent 
Distribution to parent 

Balance at December 31, 2015 $ 

Net income 
Other comprehensive income 
Distribution to parent 
Other 
Balance at December 31, 2016 $ 

KyPSC .Case.No. 2017-00321 
FR 16(7)(1) Attachllleni- Annual Report 20i6 
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Accumulated Other 
Comprehensive Income 

Net Unrealized Net 
Gains on Gains on 

Retained Member's Available-for- Cash Flow Total 
Earnings Equity Sale Securities Hedges Equity 

$ 3,036 $ $ $ (1) $ 4,797 

548 548 
1 

0241 (1241 

$ 3,460 $ $ $ $ 5,222 

351 248 599 
13,461) 5,223 

13501 13501 
13501 1350) 

$ $ 5,121 $ $ $ 5,121 

551 551 
1 

17751 17751 
2 2 

$ $ 4,899 $ $ $ 4,900 

See Notes to Consolidated Financial Statements 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of 
Duke Energy Ohio, Inc. 
Charlotte, North Carolina 

... . . ... KyPSC Case.No. 2017-00321 
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Page llO of258 

We have audited the accompanying consolidated balance sheets of Duke Energy Ohio, Inc. and subsidiaries (the "Company") as of December 31, 2016 and 
2015, and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period 
ended December 31, 2016. These financial statements are the responsibility of the Company's 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 pertorm 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 pertorm, an audit of its internal control over financial reporting. Our audits included consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We believe that our audits provide a 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, 2016 and 2015, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 
2016, in conformity with accounting principles generally accepted in the United States of America. 

/s/Deloitte & Touche LLP 

Charlotte, North Carolina 
February 24, 2017 
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Operating Revenues 
Regulated electric $1,410 $1,331 $1,316 
Nonregulated electric and other 31 33 19 
Regulated natural gas 503 541 578 

Total operating revenues 1,944 1,905 1,913 

Operating Expenses 
Fuel used in electric generation and purchased power- regulated 442 446 459 
Fuel used in electric generation and purchased power- nonregulated 51 47 25 
Cost of natural gas 103 141 185 
Operation, maintenance and other 512 495 516 
Depreciation and amortization 233 227 214 
Property and other taxes 258 254 234 
Impairment charges 94 

Total operating expenses 1,599 1,610 1,727 

Gains on Sales of Other Assets and Other, net 2 8 1 

Operating Income 347 303 187 
Other Income and Expenses, net 9 6 10 
Interest Expense 86 79 86 

Income From Continuing Operations Before Income Taxes 270 230 lll 

Income Tax Expense From Continuing Operations 78 81 43 

Income From Continuing Operations 192 149 68 
Income (Loss) From Discontinued Operations, net of tax 36 23 1563) 

Net Income (Loss) and Comprehensive Income (Loss) $ 228 $ 172 $ 1495) 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 

CONSOLIDATED BALANCE SHEETS 

(in millions) 

ASSE7S 
Current Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubttul accounts of $2 at 2016 and 2015) 
Receivables from affiliated companies 
Notes receivable from affiliated companies 
Inventory 
Regulatory assets 
Other 

Total current assets 
Investments and Other Assets 
Goodwill 
Other 

Total investments and other assets 

Property, Plant and Equipment 
Cost 
Accumulated depreciation and amortization 

Net property, plant and equipment 

Regulatory Assets and Deferred Debits 
Regulatory assets 
Other 

Total regulatory assets and deferred debits 

Total Assets 

LIABIL171ES AND EQUITY 
Current Liabilities 
Accounts payable 
Accounts payable to affiliated companies 
Notes payable to affiliated companies 
Tax.es accrued 
Interest accrued 
Current maturities of long-term debt 
Regulatory liabilities 
Other 

Total current liabilities 

Long-Term Debt 
Long-Tenn Debt Payable to Affiliated Companies 
Deferred Credits and Other Liabilities 
Deferred income taxes 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 
Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 
Equity 

KyPSC Case No. 2017,00321 
FR 16(7)(1) Attachment· Annual Report 2016 
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December 31, 

2016 2015 

$ 13 $ 14 
71 66 

129 84 
94 

137 105 
37 36 
37 110 

518 415 

920 920 
21 20 

941 940 

8,126 7,750 
(2,579) (2,507) 
5,547 5,243 

520 497 
2 2 

522 499 
$ 7,528 $ 7,097 

$ 282 $ 207 
63 53 
16 103 

178 171 
19 18 

106 
21 12 
91 153 

671 823 
1,858 1,467 

25 25 

1,443 1,407 
56 56 
77 125 

236 245 
166 165 

1,978 1,998 

Common stock, $8.50 par value, 120,000,000 shares authorized: 89,663,086 shares outstanding at 2016 and 2015 
Additional paid-in capital 

762 
2,695 

762 
2,720 

Accumulated deficit (461) (6981 
Total equity 2,996 2,784 

Total Liabilities and Equity $ 7,528 $ 7,097 
See Notes to Consolidated Financial Statements 

95 



........ • Kyl'SCCase No. 2017-003F 

PART II 
FR 16(7)(1) Attachment- Annual Report 2016 

!'age ll3 of 258 

DUKE ENERGY DHID, INC. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
Years Ended December 31, 

(in millions) 2016 2015 2014 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income (loss) $ 228 $ 172 $ (495) 
Adjustments to reconcile net income (loss) to net cash provided by operating activities: 

Depreciation, amortization and accretion 237 230 258 
Equity component of AFUDC (6) (3) (4) 
Gains on sales of other assets and other, net (2) (8) (1) 

Impairment charges 40 941 
Deferred income taxes 55 206 (219) 
Accrued pension and other post-retirement benefit costs 6 9 8 
Contributions to qualified pension plans (5) (8) 
Payments for asset retirement obligations (5) (4) 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions (2) (10) 27 
Receivables (4) 23 (56) 
Receivables from affiliated companies (36) 23 14 
Inventory 132) 8 
Other current assets 79 (5) 

Increase (decrease) in 
Accounts payable 19 (1) 27 
Accounts payable to affiliated companies 10 (21) (3) 
Taxes accrued 3 (21) (9) 
Other current liabilities (54) 88 27 

Other assets (35) 25 (4) 
other liabilities (31) (73) (33) 

Net cash provided by operating activities 425 667 481 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 1476) (399) (322) 
Notes receivable from affiliated companies (94) 145 (88) 
Other (30) (15) (12) 

Net cash used in investing activities (600) (269) (422) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 341 
Payments for the redemption of long-term debt (53) (157) (449) 
Notes payable to affiliated companies (87) (95) 473 
Dividends to parent (25) (150) (100) 
other (2) (2) 1 

Net cash provided by (used in) financing activities 174 (404) (75) 

Net decrease in cash and cash equivalents (!) (6) (16) 
Cash and cash equivalents at beginning of period 14 20 36 

Cash and cash equivalents at end of period $ 13 $ 14 $ 20 

Supplemental Disclosures: 
Cash paid for interest, net of amount capitalized $ 81 $ 76 $ 76 
Cash (received from) paid for income taxes (46) 410 (5) 
Significant non-cash transactions: 

Accrued capital expenditures 83 20 24 
Distribution of membership interest of Duke Energy SAM, LLC to parent 1,912 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

(in millions) 

Balance at December 31, 2013 

Net loss 
Dividends to parent 

Balance at December 31, 2014 

Net income 
Dividends to parent 

Distribution of membership interest of Duke Energy SAM, LLC to parent 

Balance at December 31, 2015 

Net income 
Contribution from parent 
Dividends to parent 

Balance at December 31, 2016 

See Notes to Consolidated Financial Statements 
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Common Additional Accumulated Total 
Stock Paid-in Capital Deficit Equily 

$ 762 $ 4,882 $ (375) $ 5,269 

(495) (495) 
(100) (100) 

$ 762 $ 4,782 $ (870) $ 4,674 

172 172 
(150) (150) 

(1,9121 II,9121 

$ 762 $ 2,720 $ (698) $ 2,784 

228 228 
9 9 

(25) (25) 

$ 762 $ 2,695 $ (461) $ 2,996 
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We have audited the accompanying consolidated balance sheets of Duke Energy Indiana, LLC and subsidiary (the "Company") as of December 31, 2016 and 
2Dl5, and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period 
ended December 31, 2Dl6. These financial statements are the responsibility of the Company's 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 pertorm 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 pertorm, an audit of its internal control over financial reporting. Our audits included consideration of internal control 
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a 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, LLC 
and subsidiary at December 31, 2Dl6 and 2Dl5, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 
2016, in conformity with accounting principles generally accepted in the United States of America. 

/s/Deloitte & Touche LLP 

Charlotte, North Carolina 
February 24, 2017 
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Operating Revenues $ 2,958 $ 2,890 $ 3,175 

Operating Expenses 
Fuel used in electric generation and purchased power 909 982 1,259 
Operation, maintenance and other 723 682 670 
Depreciation and amortization 496 434 413 
Property and other taxes 58 61 128 
Impairment charges 8 88 

Total operating expenses 2,194 2,247 2,470 

Gains on Sales of Other Assets and Other; net 1 

Operating Income 765 644 705 
Other Income and Expenses, net 22 11 22 
Interest Ex ense 181 176 171 

Income Before Income Taxes 606 479 556 
Income Tax Expense 225 163 197 

Net Income $ 381 $ 316 $ 359 

Other Comprehensive Loss, net of tax 
Reclassification into earnings from cash flow hedges (I) (2) 

Comprehensive Income $ 380 $ 314 $ 359 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY INDIANA, LLC 

CONSOLIDATED BALANCE SHEETS 

(in millions) 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubttul accounts of $1 at 2016 and 2015) 
Receivables from affiliated companies 
Notes receivable from affiliated companies 
Inventory 
Regulatory assets 
Other 

Total current assets 

Investments and Other Assets 
Property, Plant and Equipment 
Cost 
Accumulated depreciation and amortization 

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 
Accounts payable 
Accounts payable to affiliated companies 
Taxes accrued 
Interest accrued 
Current maturities of long-tenn debt 
Regulatoiy liabilities 
other 

Total current liabilities 

long-Term Debt 

long-Term Debt Payable to Affiliated Companies 

Deferred Credits and Other Liabilities 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-retirement benefit costs 
Asset retirement obligations 
Regulatory liabilities 
other 

Total deferred credits and other liabilities 

Commitments and Contingencies 
Equity 
Member's equity 
Common Stock, no par; $0.01 stated value, 60,000,000 shares authorized; 53,913,701 shares outstanding at 2015 
Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive income 

Total equity 

Total Liabilities and Equity 

See Notes to Consolidated Financial Statements 
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December 31, 

2016 2015 

$ 17 $ 9 
105 96 
114 71 
86 83 

504 570 
149 102 
45 15 

1,020 946 

145 212 

14,241 14,007 
(4,317) 14.484) 

9,924 9,523 

1,073 716 
2 2 

1,075 718 

$12,164 $ 11,399 

$ 263 $ 189 
74 83 
31 89 
61 56 
3 547 

40 62 
93 97 

565 1,123 

3,633 3,071 

150 150 

1,900 1,657 
137 138 
71 80 

866 525 
748 754 

27 65 

3,749 3,219 

4,067 

1,384 
2,450 

1 
4,067 3,836 

$ 12,164 $ 11,399 
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DUKE ENERGY INDIANA, LLC 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

Years Ended December 31, 

(in millions) 2016 2015 2014 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income $ 381 $ 316 $ 359 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 499 439 416 
Equity component of AFUOC (16) (11) (14) 
Gains on sales of other assets and other, net (1) 

Impairment charges 8 88 
Deferred income taxes 213 262 308 
Accrued pension and other post-retirement benefit costs 8 13 16 
Contributions to qualified pension plans (9) (19) 
Payments for asset retirement obligations (46) (19) 
(Increase) decrease in 

Receivables (2) ()) 135) 
Receivables from affiliated companies 143) 44 36 
Inventory 66 (21) 1103) 
Other current assets (67) 90 18) 

Increase (decrease) in 
Accounts payable 8 33 141) 
Accounts payable to affiliated companies (9) 25 2 
Taxes accrued (4) 35 (32) 
Other current liabilities 181) 26 5 

Other assets (27) 182) 121) 
Other liabilities (8) 135) 17 

Net cash provided by operating activities 871 1,176 905 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 1755) 1690) (625) 
Purchases of available-for-sale securities (14) 19) 120) 
Proceeds from sales and maturities of available-for-sale securities 11 11 16 
Proceeds from the sales of other assets 17 
Notes receivable from affiliated companies (3) (83) 96 
Other 32 117) 4 

Net cash used in investing activities 1729) 1771) 1529) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 494 
Payments for the redemption of long-term debt 1478) 15) 15) 
Notes payable to affiliated companies 171) 71 
Dividends to parent (326) 1450) 
Distributions to parent 1149) 
Other Ill (1) 

Net cash used in financing activities 1134) 1402) 1385) 

Net increase (decrease) in cash and cash equivalents 8 3 19) 
Cash and cash equivalents at beginning of period 9 6 15 

Cash and cash equivalents at end of period $ 17 $ 9 $ 6 

Supplemental Disclosures: 
Cash paid for interest, net of amount capitalized $ 171 $ 175 $ 169 
Cash received from income taxes (7) 1253) 161) 
Significant non-cash transactions: 

Accrued ca~ital ex~enditures 99 64 87 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY INDIANA, LLC 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

{in millions) 

Balance at December 31, 2013 

Net income 
Dividends to parent 

Balance at December 31, 2014 

Net income 
other comprehensive loss 
Dividends to parent 

Balance at December 31, 2015 

Net income 
Other comprehensive loss 
Distributions to parent 
Transfer to Member's Equity 

Balance at December 31, 2016 

Common 
Stock 

$ 

$ 

$ 

Ill 

$ 

Additional 
Paid-in 
Capital 

$ 1,384 

$ 1,384 

$ 1,384 
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Retained 
Earnings 

$ 2,551 

359 
145D) 

$ 2,460 

316 

1326) 

$ 2,450 

Member's 
Equily 

$ 

$ 

$ 

381 

Accumulated 
Other 

Comprehensive 
Income 

Net Gains 
on Cash 

Flow Hedges 

$ 3 

Total 
Equily 

$ 3,939 

359 
1450) 

$ 3 $ 3,848 

316 
12) 12) 

1326) 

$ $ 3,836 

381 
(I) (I) 

1149) 
(1,384) (2,450) 

(149) 
3,835 

$ - $ $ 4,067 $ $ 4,067 

See Notes to Consolidated Financial Statements 
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Combined Notes to Consolidated Financial Statements For the Years Ended December 31, 2016, 2015 and 2014 

Index to Combined Notes To Consolidated Financial Statements 

The notes to the consolidated financial statements are a combined presentation. The following table indicates the registrants to which the notes apply. 

Registrant 

Duke Energy Corporation 
Duke Energy Carolinas, LLC 
Progress Energy, Inc. 
Duke Energy Progress, LLC 
Duke Energy Florida, LLC 
Duke Energy Ohio, Inc. 
Duke Energy Indiana, LLC 

Applicable Notes 

1 2 3 4 5 6 

Tables within the notes may not sum across due to (i) Progress Energy's consolidation of Duke Energy Progress, Duke Energy Florida and other subsidiaries 
that are not registrants, (ii) Piedmont, a subsidiary registrant acquired on October 3, 2016, which is consolidated within Duke Energy but not separately stated in the 
combined presentation and (iii) other subsidiaries that are not registrants but included in the consolidated Duke Energy balances. 

1. 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, subject to 
regulation by the Federal Energy Regulatory Commission (FERG). Duke Energy 
operates in the United States (U.S.) primarily through its direct and indirect 
subsidiaries. Certain Duke Energy subsidiaries are also subsidiary registrants, 
including Duke Energy Carolinas, LLC (Duke Energy Carolinas); Progress 
Energy, Inc. (Progress Energy); Duke Energy Progress, LLC (Duke Energy 
Progress); Duke Energy Florida, LLC (Duke Energy Florida); Duke Energy Ohio, 
Inc. (Duke Energy Ohio); and Duke Energy Indiana, LLC (Duke Energy Indiana). 
On October 3, 2016, Duke Energy acquired Piedmont Natural Gas Company, 
Inc. (Piedmont) which also became a wholly owned subsidiary and subsidiary 
registrant of Duke Energy. Duke Energy's consolidated financial statements 
include Piedmont's results of operations and cash flow activity subsequent 
to the acquisition. See Note 2 for additional information regarding the 
acquisition. When discussing Duke Energy's consolidated financial information, 
it necessarily includes the results of its seven separate subsidiary registrants 
(collectively referred to as the Subsidiary Registrants), which along with Duke 
Energy, are collectively referred to as the Duke Energy Registrants 
(Duke Energy Registrants). 

In October 2016, Duke Energy completed the acquisition of Piedmont, an 
energy services company whose principal business is the distribution of natural 
gas, for a total cash purchase price of $5.0 billion. The acquisition provides 
a foundation for establishing a broader strategic natural gas infrastructure 
platform within Duke Energy to complement the existing natural gas pipeline 
investments and the natural gas business located in the Midwest. For 
additional information on the details of this transaction including purchase 
price allocation and acquisition financing, see Note 2. Piedmont continues to 
maintain reporting requirements as a Securities and Exchange Commission 
(SEC) registrant. 

In December 2016, Duke Energy completed an exit of the Latin 
American market to focus on its domestic regulated business, which was 
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further bolstered by the acquisition of Piedmont. The sale of the International 
Energy business segment, excluding an equity method investment in National 
Methanol Company (NMC), was completed through two transactions including 
a sale of assets in Brazil to China Three Gorges (Luxembourg) Energy S.a.r.I. 
(CTG) and a sale of Duke Energy's remaining Latin American assets in 
Peru, Chile, Ecuador, Guatemala, El Salvador and Argentina to ISQ Enerlam 
Aggregator, L.P. and Enerlam (UK) Holding Ltd. (I Squared) (collectively, 
the International Disposal Group). For additional information on the sale of 
International Energy see Note 2. 

The information in these combined notes relates to each of the Duke 
Energy Registrants, excluding Piedmont, as noted in the Index to Combined 
Notes to Consolidated Financial Statements. However, none of the registrants 
make any representation as to information related solely to Duke Energy or the 
Subsidiary Registrants of Duke Energy other than itself. 

These Consolidated Financial Statements include, after eliminating 
intercompany transactions and balances, the accounts of the Duke Energy 
Registrants and subsidiaries where the respective Duke Energy Registrants 
have control. These Consolidated Financial Statements also reflect the Duke 
Energy Registrants' proportionate share of certain jointly owned generation and 
transmission facilities. 

Duke Energy Carolinas is a regulated public utility primarily engaged in the 
generation, transmission, distribution and sale of electricity in portions of North 
Carolina and South Carolina. Duke Energy Carolinas is subject to the regulatory 
provisions of the North Carolina Utilities Commission (NCUC), Public Service 
Commission of South Carolina (PSCSC), U.S. Nuclear Regulatory Commission 
(NRC) and FERG. Substantially all of Duke Energy Carolinas' operations quality 
for regulatory accounting. 

Progress Energy is a public utility holding company headquartered in 
Raleigh, North Carolina, subject to regulation by the FERC. Progress Energy 
conducts operations through its wholly owned subsidiaries, Duke Energy 
Progress and Duke Energy Florida. Substantially all of Progress Energy's 
operations quality for regulatory accounting. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

Duke Energy Progress is a regulated public utility primarily engaged in the 
generation, transmission, distribution and sale of electricity in portions of North 
Carolina and South Carolina. Duke Energy Progress is subject to the regulatory 
provisions of the NCUC, PSCSC, NRG and FERG. Substantially all of Duke Energy 
Progress' operations quality for regulatory accounting. 

Duke Energy Florida is a regulated public utility primarily engaged in 
the generation, transmission, distribution and sale of electricity in portions of 
Florida. Duke Energy Florida is subject to the regulatory provisions of the Florida 
Public Service Commission (FPSC), NRG and FERG. Substantially all of Duke 
Energy Florida's operations qualify for regulatory accounting. 

Duke Energy Ohio is a regulated public utility primarily engaged in 
the transmission and distribution of electricity in portions of Ohio and 
Kentucky, the generation and sale of electricity in portions of Kentucky and 
the transportation and sale of natural gas in portions of Ohio and Kentucky. 
Duke Energy Ohio also conducts competitive auctions for retail electricity 
supply in Ohio whereby recovery of the energy price is from retail customers 
and recorded in Operating Revenues on the Consolidated Statements of 
Operations and Comprehensive Income. Operations in Kentucky are conducted 
through its wholly owned subsidiary, Duke Energy Kentucky, Inc. (Duke Energy 
Kentucky). References herein to Duke 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), 
Kentucky Public Service Commission (KPSC) and FERC. On April 2, 2Dl5, 
Duke Energy completed the sale of its nonregulated Midwest generation 
business, which sold power into wholesale energy markets, to a subsidiary of 
Dynegy Inc. (Dynegy). For further information about the sale of the Midwest 
Generation business, refer to Note 2 "Acquisitions and Dispositions." 
Substantially all of Duke Energy Ohio's operations that remain after the sale 
qualify for regulatory accounting. 

Duke Energy Indiana is a regulated public utility primarily engaged in 
the generation, transmission, distribution and sale of electricity in portions 
of Indiana. Duke Energy Indiana is subject to the regulatory provisions of 
the Indiana Utility Regulatory Commission (IURC) and FERG. Substantially 
all of Duke Energy Indiana's operations qualify for regulatory accounting. On 
January 1, 2016, Duke Energy Indiana, an Indiana corporation, converted into an 
Indiana limited liability company. 

Piedmont is a regulated public utility primarily engaged in the distribution 
of natural gas in portions of North Carolina, South Carolina and Tennessee. 
Piedmont is invested in joint venture businesses including regulated interstate 
natural gas transportation and storage and intrastate natural gas transportation 
businesses. Piedmont is subject to the regulatory provisions of the NCUC, 
PSCSC, Tennessee Regulatory Authority (TRA) and FERG. Substantially all of 
Piedmont's operations qualify for regulatory accounting; 

Certain prior year amounts have been reclassified to conform to the 
current year presentation. 
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Other Current Assets and Liabilities 

The following table provides a description of amounts included in Other 
within Current Assets or Current Liabilities that exceed 5 percent of total Current 
Assets or Current Liabilities on the Duke Energy Registrants' Consolidated 
Balance Sheets at either December 31, 2016 or 2015. 

December 31, 

(in millions) Location 2016 2015 
Duke Energy 
Accrued compensation Current Liabilities $ 765 $ 619 
Duke Energy Carolinas 
Accrued compensation Current Liabilities $ 248 $ 213 
Collateral liabilities Current Liabilities 155 141 
Progress Energy 
Income taxes receivable Current Assets $ 19 $ 129 
Customer deposits Current Liabilities 363 373 
Derivative liabilities Current Liabilities 201 
Duke Energy Progress 
In-come taxes receivable Current Assets $ 16 $ Ill 
Customer deposits Current Liabilities 141 141 
Accrued compensation Current Liabilities 135 108 
Derivative liabilities Current Liabilities 76 
Duke Energy Florida 
Customer deposits Current Liabilities $ 222 $ 232 
Derivative liabilities Current Liabilities 125 
Duke Energy Ohio 
Income taxes receivable Current Assets $ 16 $ 59 
Other receivable Current Assets 33 
Accrued litigation reseive Current liabilities 4 80 
Collateral liabilities Current liabilities 62 48 
Duke Energy Indiana 
Collateral liabilities Current liabilities $ 44 $ 44 

Discontinued Operations 

The results of operations of the International Disposal Group and Duke 
Energy Ohio's nonregulated Midwest Generation business and Duke Energy 
Retail Sales, LLC (collectively, Midwest Generation Disposal Group) have 
been classified as Discontinued Operations on Duke Energy's Consolidated 
Statements of Operations. Duke Energy has elected to present cash flows of 
discontinued operations combined with cash flows of continuing operations. 
Unless otherwise noted, the notes to these consolidated financial statements 
exclude amounts related to discontinued operations for all periods presented 
and assets held for sale (AHFS) and liabilities associated with AHFS as of 
December 31, 2D15. See Note 2 for additional information. 
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Combined Notes to Consolidated Financial Statements- (Continued) 

Amounts Attributable to Controlling Interests 

Duke Energy's amount of (Loss) Income from Discontinued Operations, net of tax presented on the Consolidated Statements of Operations includes amounts 
attributable to noncontrolling interest. The following table presents Net Income Attributable to Duke Energy Corporation for continuing operations and discontinued 
operations. 

(in millions) 

Income from Continuing Operations 
Income from Continuing Operations Attributable to Noncontrolling Interests 
Income from Continuing Operations Attributable to Duke Energy Corporation 
(Loss) Income From Discontinued Operations, net of tax 
Income from Discontinued Operations Attributable to Noncontrolling Interests, net of tax 
(loss) Income From Discontinued Operations Attributable to Duke Energy Corporation, net of tax 
Net Income 
Net Income Attributable to Noncontrol!ing Interests 

Net Income Attributable to Duke Energy Corporation 

SIGNIFICANT ACCOUNTING POLICIES 

Use of Estimates 

In preparing financial statements that conform to generally accepted 
accounting principles (GAAP) in the U.S., the Duke Energy Registrants must 
make estimates and assumptions that affect the reported amounts of assets 
and liabilities, the reported amounts of revenues and expenses and the 
disclosure of contingent assets and liabilities at the date of the financial 
statements. Actual results could differ from those estimates. 

Regulatory Accounting 

The majority of the Duke Energy Registrants' operations are subject 
to price regulation for the sale of electricity and natural gas by state utility 
commissions or FERC. When prices are set on the basis of specific costs of the 
regulated operations and an effective franchise is in place such that sufficient 
natural gas or electric services can be sold to recover those costs, the Duke 
Energy Registrants apply regulatory accounting. Regulatory accounting changes 
the timing of the recognition of costs or revenues relative to a company that 
does not apply regulatory accounting. As a result, Regulatory assets and 
Regulatory liabilities are recognized on the Consolidated Balance Sheets. 
Regulatory assets and liabilities are amortized consistent with the treatment of 
the related cost in the ratemaking process. See Note 4 for further information. 

Regulatory accounting rules also require recognition of a disallowance 
(also called "impairment") loss if it becomes probable that part of the cost 
of a plant under construction (or a recently completed plant or an abandoned 
plant) will be disallowed for ratemaking purposes and a reasonable estimate of 
the amount of the disallowance can be made. Other disallowances can require 
judgments on allowed future rate recovery. 

When it becomes probable that regulated generation, transmission or 
distribution assets will be abandoned, the cost of the asset is removed from 
plant in service. The value that may be retained as a regulatory asset on the 
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Year ended December 31, 

2016 2015 2014 

$ 2,578 $ 2,654 $ 2,538 
7 9 5 

$ 2,571 $ 2,645 $ 2,533 
$ (4081 $ 177 $ 1649) 

11 6 1 
$ 1419) $ 171 $ 1650) 
$ 2,170 $ 2,831 $ 1,889 

18 15 6 
$ 2,152 $ 2,816 $ 1,883 

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 partially or fully offset by the establishment of a 
regulatory asset if rate recovery is probable. The impairment for a disallowance 
of costs for regulated plants under construction, recently completed or 
abandoned is based on discounted cash flows. 

Regulated Fuel and Purchased Gas Adjustment Clauses 

The Duke Energy Registranls utilize cost-tracking mechanisms, commonly 
referred to as fuel adjustment clauses or purchased gas adjustment clauses 
(PGA). These clauses allow for the recovery of fuel and fuel-related costs, 
portions of purchased power, natural gas costs and hedging costs through 
surcharges on customer rates. The difference between the costs incurred 
and the surcharge revenues is recorded either as an adjustment to Operating 
Revenues, Operating Expenses - Fuel used in electric generation or Operating 
Expenses - Cost of natural gas on the Consolidated Statements of Operations, 
with an off-setting impact on regulatory assets or liabilities. 

Cash and Cash Equivalents 

All highly liquid investments with maturities of three months or less at the 
date of acquisition are considered cash equivalents. 

Restricted Cash 

The Duke Energy Registrants have restricted cash related primarily 
to collateral assets, escrow deposits and variable interest entities (VIEs). 
Restricted cash balances are reflected in Other within Current Assets and in 
Other within Investments and Olher Assets on the Consolidated Balance Sheets. 
At December 31, 2016 and 2015, Duke Energy had restricted cash totaling $137 
million and $98 million, respectively. 
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Inventory 

Inventory is used for operations and is recorded primarily using the average cost method. Inventory related to regulated operations is valued at historical 
cost. Inventory related to non regulated operations is valued at the lower of cost or market. 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. Inventory 
reserves were not material at December 31, 2Dl6 and 2Dl5. The components of inventory are presented in the tables below. 

Duke 
(in millions) Energy 

Materials and supplies $ 2,374 
Coal 774 
Natural gas, oil and other 374 

Total inventory $ 3,522 

Duke 
(in millions) Energy 

Materials and supplies $ 2,343 
Coal 1,105 
Natural gas, oil and other 298 

Total inventory $ 3,746 

Investments in Debt and Equity Securities 

The Duke Energy Registrants classify investments into two categories -
trading and available-for-sale. Both categories are recorded at fair value on 
the Consolidated Balance Sheets. Realized and unrealized gains and losses 
on trading securities are included in earnings. For certain investments of 
regulated operations, such as the Nuclear Decommissioning Trust Fund (NDTF), 
realized and unrealized gains and losses (including any other-than-temporary 
impairments (OTils)) on available-for-sale securities are recorded as a 
regulatory asset or liability. Otherwise, unrealized gains and losses are included 
in Accumulated other Comprehensive Income (AOCI), unless other-than
temporarily impaired. oms for equity securities and the credit loss portion of 
debt securities of nonregulated operations are included in earnings. Investments 
in debt and equity securities are classified as either current or noncurrent 
based on management's intent and ability to sell these securities, taking into 
consideration current market liquidity. See Note 15 for further information. 

Goodwill and Intangible Assets 

Goodwill 

Duke Energy, Progress Energy and Duke Energy Ohio pertorm annual 
goodwill impairment tests as of August 31 each year at the reporting unit level, 
which is determined to be an operating segment or one level below. Duke Energy, 
Progress Energy and Duke Energy Ohio update these tests between annual tests 
if events or circumstances occur that would more likely than not reduce the fair 
value of a reporting unit below its carrying value. 

1D6 

December 31, 2016 

Duke Duke Duke Duke Duke 
Energy Progress Energy Energy Energy Energy 

Carolinas Ene'i)' Progress Florida Ohio Indiana 

$ 767 $1,167 $ 813 $ 354 $ 84 $ 312 
251 314 148 166 19 190 

37 236 115 121 34 2 

$ 1,055 $ 1,717 $ 1,076 $ 641 $ 137 $ 504 

December 31, 2015 

Ouke Duke Duke Duke Duke 
Energy Progress Energy Ene'i)' Energy Energy 

Carolinas Energy Progress Florida Ohio Indiana 

$ 785 $1,133 $ 776 $ 357 $ 81 $ 301 
451 370 192 178 16 267 
40 248 120 128 8 2 

$1,276 $1,751 $ 1,088 $ 663 $ 105 $ 570 

Intangible Assets 

Intangible assets are included in other in Investments and Other Assets 
on the Consolidated Balance Sheets. Generally, intangible assets are amortized 
using an amortization method that reflects the pattern in which the economic 
benefits of the intangible asset are consumed or on a straight-line basis if that 
pattern is not readily determinable. Amortization of intangibles is reflected in 
Depreciation and amortization on the Consolidated Statements of Operations. 
Intangible assets are subject to impairment testing and if impaired, the carrying 
value is accordingly reduced. 

Emission allowances permit the holder of the allowance to emit certain 
gaseous byproducts of fossil fuel combustion, including sulfur dioxide (SD,) 
and nitrogen oxide. Allowances are issued by the U.S. Environmental Protection 
Agency (EPA) at zero cost and may also be bought and sold via third-party 
transactions. Allowances allocated to or acquired by the Duke Energy 
Registrants are held primarily for consumption. Carrying amounts for emission 
allowances are based on the cost to acquire the allowances or, in the case 
of a business combination, on the fair value assigned in the allocation of the 
purchase price of the acquired business. Emission allowances are expensed 
to Fuel used in electric generation and purchased power on the Consolidated 
Statements of Operations. 

Renewable energy certificates are used to measure compliance with 
renewable energy standards and are held primarily for consumption. See Note 
11 for further information. 
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Long-Lived Asset Impairments 

The Duke Energy Registrants evaluate long-lived assets, excluding 
goodwill, for impairment when circumstances indicate the carrying value of 
those assets may not be recoverable. An impairment exists when a long-hved 
asset's carrying value exceeds the estimated undiscounted cash flows expected 
to result from the use and eventual disposition of the asset. The estimated 
cash flows may be based on alternative expected outcomes that are probability 
weighted. If the carrying value of the long-lived asset is not recoverable 
based on these estimated future undiscounted cash flows, the carrying value 
of the asset is written-down to its then-current estimated fair value and an 
impairment charge is recognized. 

The Duke Energy Registrants assess fair value of long-lived assets 
using various methods, including recent comparable third-party sales, 
internally developed discounted cash flow analysis and analysis from outside 
advisors. Significant changes in commodity prices, the condition of an asset or 
management's interest in selling the asset are generally viewed as triggering 
events to reassess cash flows. 

Property, Plant and Equipment 

Property, plant and equipment are stated at the lower of depreciated 
historical cost net of any disallowances or fair value, if impaired. The Duke Energy 
Registrants capitalize all construction-related direct labor and material costs, 
as well as indirect construction costs such as general engineering, taxes and 
financing costs. See '~llowance for Funds Used During Construction {AFUDC) 
and Interest Capitalized" for information on capitalized financing costs. Costs 
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. Depreciation studies are conducted periodically to update composite 
rates and are approved by state utility commissions and/or the FERC when 
required. The composite weighted average depreciation rates, excluding nuclear 
fuel, are included in the table that follows. 

Years Ended December 31, 

2016 2015 2014 

Duke Energy 2.8% 2.9% 2.8% 
Duke Energy Carolinas 2.8% 2.8% 2.7% 
Progress Energy 2.7% 2.6% 2.5% 
Duke Energy Progress 2.6% 2.6% 2.5% 
Duke Energy Florida 2.8% 2.7% 2.7% 
Duke Energy Ohio 2.6% 2.7% 2.3% 
Duke Energy Indiana 3.1% 3.0% 3.0% 

In general, when the Duke Energy Registrants retire regulated property, 
plant and equipment, the original cost plus the cost of retirement, less salvage 
value, is charged to accumulated depreciation. However, when it becomes 
probable the 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 recognized as a separate asset. If the asset is still 
in operation, the net amount is classified as Generation facilities to be retired, 
net on the Consolidated Balance Sheets. If the asset is no longer operating, 
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the net amount is classified in Regulatory Assets on the Consolidated Balance 
Sheets. When it becomes probable that meters or other regulated mass utility 
assets will be abandoned, the cost of the asset and accumulated depreciation is 
reclassified to regulatory assets for amounts recoverable in rates. The carrying 
value of the asset is based on historical cost if the Duke Energy Registrants are 
allowed to recover the remaining net book value and a return equal to at least 
the incremental borrowing rate. If not, an impairment is recognized to the extent 
the net book value of the asset exceeds the present value of future revenues 
discounted at the incremental borrowing rate. 

When the Duke Energy Registrants sell entire regulated operating units, 
or retire or sell nonregulated properties, the original cost and accumulated 
depreciation and amortization balances are removed from Property, Plant and 
Equipment on the Consolidated Balance Sheets. Any gain or loss is recorded in 
earnings, unless otherwise required by the applicable regulatory body. 

See Note JO for further information. 

Nuclear Fuel 

Nuclear fuel is classified as Property, Plant and Equipment on the 
Consolidated Balance Sheets, except for Duke Energy Florida. Nuclear fuel 
amounts at Duke Energy Florida were reclassified to Regulatory assets pursuant 
to a settlement among Duke Energy Florida, the Florida Office of Public Counsel 
{Florida OPC) and other customer advocates {the 2013 Settlement). Portions of 
the nuclear fuel balances that were under contract for sale were subsequently 
moved to Other within Current Assets and Other within Investments and Other 
Assets on the Consolidated Balance Sheets. 

Nuclear fuel in the front-end fuel processing phase is considered work 
in progress and not amortized until placed in seivice. Amortization of nuclear 
fuel is included within Fuel used in electric generation and purchased power on 
the Consolidated Statements of Operations. Amortization is recorded using the 
units-of-production method. 

Allowance for Funds Used During Construction and Interest Capitalized 

For regulated operations, the debt and equity costs of financing the 
construction of property, plant and equipment are reflected as AFUDC and 
capitalized as a component of the cost of property, plant and equipment. AFUDC 
equity is reported on the Consolidated Statements of Operations as non-cash 
income in Other income and expenses, net. AFUDC debt is reported as a non
cash offset to Interest Expense. After construction is completed, the Duke Energy 
Registrants are permitted to recover these costs through their inclusion in rate 
base and the corresponding subsequent depreciation or amortization of those 
regulated assets. 

AFUDC equity, a permanent difference for income taxes, reduces 
the effective tax rate {ETR) when capitalized and increases the ETR when 
depreciated or amortized. See Note 22 for additional information. 

For non regulated operations, interest is capitalized during the 
construction phase with an offsetting non-cash credit to Interest Expense on the 
Consolidated Statements of Operations. 

Asset Retirement Obligations 

Asset retirement obligations {AROs) are recognized for legal obligations 
associated with the retirement of property, plant and equipment. Substantially 
all AROs are related to regulated operations. When recording an ARO, the 
present value of the projected liability is recognized in the period in which it 
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is incurred, if a reasonable estimate of fair value can be made. The liability is 
accreted over time. For operating plants, the present value of the liability is 
added to the cost of the associated asset and depreciated over the remaining 
life of the asset. For retired plants, the present value of the liability is recorded 
as a regulatory asset unless determined not to be recoverable. 

The present value of the initial obligation and subsequent updates are 
based on discounted cash flows, which include estimates regarding timing of 
future cash flows, selection of discount rates and cost escalation rates, among 
other factors. These estimates are subject to change. Depreciation expense is 
adjusted prospectively for any changes to the carrying amount of the associated 
asset. The Duke Energy Registrants receive amounts to fund the cost of the 
ARO for regulated operations through a combination of regulated revenues and 
earnings on the NOTE As a result, amounts recovered in regulated revenues, 
earnings on the NDTF, accretion expense and depreciation of the associated 
asset are netted and deferred as a regulatory asset or liability. 

Obligations for nuclear decommissioning are based on site-specific cost 
studies. Duke Energy Carolinas and Duke Energy Progress assume prompt 
dismantlement of the nuclear facilities after operations are ceased. Duke Energy 
Florida assumes Crystal River Unit 3 Nuclear Plant (Crystal River Unit 3) will 
be placed into a safe storage configuration until eventual dismantlement is 
completed by 2074. Duke Energy Carolinas, Duke Energy Progress and Duke 
Energy Florida also assume that spent fuel will be stored on-site until such time 
that it can be transferred to a yet to be built U.S. Department of Energy (DOE) 
facility. 

Obligations for closure of ash basins are based upon discounted cash 
flows of estimated costs for site-specific plans, if known, or probability 
weightings of the potential closure methods if the closure plans are under 
development and multiple closure options are being considered and evaluated 
on a site-by-site basis. See Note 9 for additional information. 

Revenue Recognition and Unbilled Revenue 

Revenues on sales of electricity and natural gas are recognized when 
service is provided or the product is delivered. Unbilled revenues are recognized 
by applying customer billing rates to the estimated volumes of energy or natural 
gas delivered but not yet billed. Unbilled revenues can vary significantly from 
period to period as a result of seasonality, weather, customer usage patterns, 
customer mix, average price in effect for customer classes, timing of rendering 
customer bills and meter reading schedules. 

Unbilled revenues are included within Receivables and Restricted 
receivables of VI Es on the Consolidated Balance Sheets as shown in the 
following table. 

December 31, 

(in millions) 2016 

Duke Energy $ 831 $ 
Duke Energy Carolinas 313 
Progress Energy 161 
Duke Energy Progress 102 
Duke Energy Florida 59 
Duke Energy Ohio 2 
Duke Energy Indiana 32 

2015 

677 
283 
172 
102 
70 
3 

31 
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Additionally, Duke Energy Ohio and Duke Energy Indiana sell, on a 
revolving basis, nearly all of their retail accounts receivable, including 
receivables for unbilled revenues, to an affiliate, Cinergy Receivables 
Company LLC (CRC) and account for the transfers of receivables as sales. 
Accordingly, the receivables sold are not reflected on the Consolidated 
Balance Sheets of Duke Energy Ohio and Duke Energy Indiana. See Note 17 for 
further information. These receivables for unbilled revenues are shown in the 
table below. 

December 31, 

(in millions) 2016 2015 

Duke Energy Ohio 
Duke Energy Indiana 

$97 $71 
123 97 

Allowance for Doubtful Accounts 

Allowances for doubtful accounts are presented in the following table. 

December 31, 

(in millions) 2016 2015 2014 

Allowance for Doubtful Accounts 
Duke Energy $ 14 $ 12 $ 14 
Duke Energy Carolinas 2 3 3 
Progress Energy 6 6 8 
Duke Energy Progress 4 4 7 
Duke Energy Florida 2 2 2 
Duke Energy Ohio 2 2 2 
Duke Energy Indiana I 1 

Allowance for Doubtful Accounts- VI Es 
Duke Energy $ 54 $ 53 $ 51 
Duke Energy Carolinas 7 6 
Progress Energy 7 8 8 
Duke Energy Progress 5 5 5 
Duke EnerB:t Florida 2 3 3 

Derivatives and Hedging 

Derivative and non-derivative instruments may be used in connection with 
commodity price and interest rate activities, including swaps, futures, forwards 
and options. All derivative instruments, except those that qualify for the normal 
purchase/normal sale (NPNS) exception, are recorded on the Consolidated 
Balance Sheets atfair value. Qualifying derivative instruments may be 
designated as either cash flow hedges or fair value hedges. Other derivative 
instruments (undesignated contracts) either have not been designated or do 
not qualify as hedges. The effective portion of the change in the fair value of 
cash flow hedges is recorded in AOCI. The effective portion of the change in 
the fair value of a fair value hedge is offset in net income by changes in the 
hedged item. For activity subject to regulatory accounting, gains and losses on 
derivative contracts are reflected as regulatory assets or liabilities and not as 
other comprehensive income or current period income. As a result, changes in 
fair value of these derivatives have no immediate earnings impact. 
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Formal documentation, including transaction type and risk management 
strategy, is maintained for all contracts accounted for as a hedge. At inception 
and at least every three months thereafter, the hedge contract is assessed to 
see if it is highly effective in offsetting changes in cash flows or fair values of 
hedged items. 

See Note 14 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 
parties, on a limited basis, for various business risks and losses, such 
as property, workers' compensation and general liability. Liabilities include 
provisions for estimated losses incurred but not yet reported (IBNR), as well as 
estimated provisions for known claims. IBNR reserve estimates 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 experience. 

Duke Energy, through its captive insurance entities, also has reinsurance 
coverage with third parties for certain losses above a per occurrence and/or 
aggregate retention. Receivables for reinsurance coverage are recognized when 
realization is deemed probable. 

Unamortized Debt Premium, Discount and Expense 

Premiums, discounts and expenses incurred with the issuance of 
outstanding long-term debt are amortized over the term of the debt issue. The 
gain or loss on extinguishment associated with refinancing higher-cost debt 
obligations in the regulated operations is amortized. Amortization expense is 
recorded as Interest Expense in the Consolidated Statements of Operations 
and is reflected as Depreciation, amortization and accretion within Net cash 
provided by operating activities on the Consolidated Statements of Cash Flows. 

Premiums, discounts and expenses are presented as an adjustment to 
the carrying value of the debt amount and included in Long-Term Debt on the 
Consolidated Balance Sheets presented. 

Loss Contingencies and Environmental Liabilities 

Contingent losses are recorded when it is probable a loss has occurred 
and can be reasonably estimated. When a range of the probable loss exists and 
no amount within the range is a better estimate than any other amount, the 
minimum amount in the range is recorded. Unless otherwise required by GAAP, 
legal fees are expensed as incurred. 

Environmental liabilities are recorded on an undiscounted basis when 
environmental remediation or other liabilities become probable and can be 
reasonably estimated. Environmental expenditures related to past operations 
that do not generate current or future revenues are expensed. Environmental 
expenditures related to operations that generate current or future revenues are 
expensed or capitalized, as appropriate. Certain environmental expenditures 
receive regulatory accounting treatment and are recorded as regulatory assets. 

See Notes 4 and 5 for further information. 

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 qualified, non-qualified and other post-retirement benefit plans 
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and the Subsidiary Registrants are allocated their proportionate share of benefit 
costs. See Note 21 for further information, including significant accounting 
policies associated with these plans. 

Severance and Special Termination Benefits 

Duke Energy has a severance plan under which, in general, the longer 
a terminated employee worked prior to termination the greater the amount 
of severance benefits. A liability for involuntary severance is recorded once 
an involuntary severance plan is committed to by management if involuntary 
severances are probable and can be reasonably estimated. For involuntary 
severance benefits incremental to its ongoing severance plan benefits, the fair 
value of the obligation is expensed at the communication date if there are no 
future service requirements or over the required future service period. From 
time to time, Duke Energy offers special termination benefits under voluntery 
severance programs. Special termination benefits are recorded immediately upon 
employee acceptance absent a significant retention period. Otherwise, the cost 
is recorded over the remaining service period. Employee acceptance of voluntary 
severance benefits is determined by management based on the facts and 
circumstances of the benefits being offered. See Note 19 for further information. 

Guarantees 

Liabilities are recognized at the time of issuance or material modification 
of a guarantee for the estimated fair value of the obligation it assumes. Fair 
value is estimated using a probability-weighted approach. The obligation is 
reduced over the term of the guarantee or related contract in a systematic and 
rational method as risk is reduced. Any additional contingent loss for guarantee 
contracts subsequent to the initial recognition of a liability is accounted for and 
recognized at the time a loss is probable and can be reasonably estimated. See 
Note 7 for further information. 

Stock-Based Compensation 

Stock-based compensation represents costs related to stock-based 
awards granted to employees and Duke Energy Board of Directors (Board of 
Directors) members. Duke Energy recognizes stock-based compensation based 
upon the estimated fair value of awards, net of estimated forfeitures at the 
date of issuance. The recognition period for these costs begins at either the 
applicable service inception date or grant date and continues throughout 
the requisite service period. Compensation cost is recognized as expense or 
capitalized as a component of property, plant and equipment. See Note 20 for 
further information. 

Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income 
tax return and other state and foreign jurisdictional returns. The Subsidiary 
Registrants entered into a tax-sharing agreement with Duke Energy. Income 
taxes recorded represent amounts the Subsidiary Registrants would incur 
as separate C-Corporations. Deferred income taxes have been provided for 
temporary differences between GAAP and tax bases of assets and liabilities 
because the differences create taxable or tax-deductible amounts for future 
periods. Investment tax credits (ITCs) associated with regulated operations are 
deferred and amortized as a reduction of income tax expense over the estimated 
useful lives of the related properties. 
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Positions taken or expected to be taken on tax returns, including the 
decision to exclude certain income or transactions from a return, are recognized 
in the financial statements when it is more likely than not the tax position can 
be sustained based solely on the technical merits of the position. The largest 
amount of tax benefit that is greater than 50 percent likely of being effectively 
settled is recorded. Management considers a tax position effectively settled 
when: (i) the taxing authority has completed its examination procedures, 
including all appeals and administrative reviews; (ii) the Duke Energy 
Registrants do not intend to appeal or litigate the tax position included in the 
completed examination; and (iii) it is remote that the taxing authority would 
examine or re-examine the tax position. The amount of a tax return position that 
is not recognized in the financial statements is disclosed as an unrecognized 
tax benefit. If these unrecognized tax benefits are later recognized, then 
there will be a decrease in income tax expense or a reclassification between 
deferred and current taxes payable. If the portion of tax benefits that has been 
recognized changes and those tax benefits are subsequently unrecognized, then 
the previously recognized tax benefits may impact the financial statements 
through increasing income tax expense or a reclassification between deferred 
and current taxes payable. Changes in assumptions on tax benefits may also 
impact interest expense or interest income and may result in the recognition of 
tax penalties. 

Tax-related interest and penalties are recorded in Interest Expense and 
Other Income and Expenses, net in the Consolidated Statements of Operations. 

See Note 22 for further information. 

Accounting for Renewable Energy Tax Credits and Cash Grants 

When Duke Energy receives ITCs or cash grants on wind or solar facilities, 
it 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 ultimately recognized in the statement of operations through reduced 
depreciation expense. Additionally, certain tax credits and government grants 
result in an initial tax depreciable base in excess of the book carrying value 
by an amount equal to one half of the ITC or government grant. Deferred tax 
benefits are recorded as a reduction to income tax expense in the period that the 
basis difference is created. 

Excise Taxes 

Certain excise taxes levied by state or local governments are required to 
be paid even· if not collected from the customer. These taxes are recognized on a 
gross basis. Otherwise, the taxes are accounted for net. Excise taxes accounted 
for on a gross basis as both operating revenues and property and other taxes in 
the Consolidated Statements of Operations were as follows. 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Duke Energy $ 362 $ 396 $ 498 
Duke Energy Carolinas 31 31 94 
Progress Energy 213 229 263 
Duke Energy Progress 18 16 56 
Duke Energy Florida 195 213 207 
Duke Energy Ohio 100 102 103 
Duke Energy Indiana 17 34 38 
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On July 23, 2013, North Carolina House Bill 998, or the North Carolina 
Tax Simplification and Rate Reduction Act (HB 998) was signed into law. HB 
998 repealed the utility franchise tax effective July 1, 2014. The utility franchise 
tax was a 3.22 percent gross receipts tax on sales of electricity. The result 
of this change in law is an annual reduction in excise taxes of approximately 
$160 million for Duke Energy Carolinas and approximately $110 million for Duke 
Energy Progress. HB 998 also increases sales tax on electricity from 3 percent 
to 7 percent effective July 1, 2014. HB 998 requires the NCUC to adjust retail 
electric rates for the elimination of the utility franchise tax, changes due to the 
increase in sales tax on electricity and the resulting change in liability of utility 
companies under the general franchise tax. 

Dividend Restrictions and Unappropriated Retained Earnings 

Duke Energy does not have any legal, regulatory or other restrictions on 
paying common stock dividends to shareholders. However, as further described 
in Note 4, due to conditions established by regulators in conjunction with merger 
transaction approvals, Duke Energy Carolinas, Duke Energy Progress, Duke 
Energy Ohio, Duke Energy Indiana and Piedmont have restrictions on paying 
dividends or otherwise advancing funds to Duke Energy. At December 31, 
2016 and 2015, an insignificant amount of Duke Energy's consolidated 
Retained earnings balance represents undistributed earnings of equity method 
investments. 

NEW ACCOUNTING STANDARDS 

The following new accounting standards have been issued, but have not 
yet been adopted by the Duke Energy Registrants, as of December 31, 2016. 

Goodwill Impairment. In January 2017, the Financial Accounting 
Standards Board (FASB) issued revised guidance for subsequent measurement 
of goodwill. Under the updated guidance, a company will recognize an 
impairment to goodwill for the amount by which a reporting unit's carrying value 
exceeds the reporting unit's fair value, not to exceed the amount of goodwill 
allocated to that reporting unit. Duke Energy is unable to determine the future 
impact of adopting this guidance. 

For Duke Energy, this guidance is effective for interim and annual periods 
beginning January 1, 2020, but may be early adopted for interim or annual 
goodwill tests pertormed on testing dates after January 1, 2017. The guidance 
will be applied on a prospective basis. 

Revenue from Contracts with Customers. In May 2014, the FASB 
issued revised accounting guidance for revenue recognition from contracts with 
customers. The core principle of this guidance is that an entity should recognize 
revenue to depict the transfer of promised goods or services to customers in an 
amount that reflects the consideration to which the entity expects to be entitled 
in exchange for those goods or services. The amendments in this update also 
require disclosure of sufficient information to allow users to understand the 
nature, amount, timing and uncertainty of revenue and cash flows arising from 
contracts with customers. 

Most of Duke Energy's revenue is expected to be in scope of the new 
guidance. The majority of our sales, including energy provided to residential 
customers, are from tariff offerings that provide natural gas or electricity without 
a defined contractual term ("at-will"). For such arrangements, Duke Energy 
expects that the revenue from contracts with customers will be equivalent to the 
electricity or natural gas supplied and billed in that period (including estimated 
billings). As such, Duke Energy does not expect that there will be a significant 
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shift in the timing or pattern of revenue recognition for such sales. The 
evaluation of other revenue streams is ongoing, including long-term contracts 
with industrial customers and long-term purchase power agreements (PPA). 

Duke Energy continues to evaluate what information would be most useful 
for users of the financial statements, including information already provided 
in disclosures outside of the financial statement footnotes. These additional 
disclosures could include the disaggregation of revenues by geographic 
location, type of service, customer class or by duration of contract ("at-will" 
versus contracted revenue). Revenues from contracts with customers, revenue 
recognized under regulated operations accounting and revenue from lease 
accounting will also be disclosed. 

Duke Energy intends to use the modified retrospective method of adoption 
effective January!, 2018. This method results in a cumulative change effect 
that will be recorded as an adjustment to retained earnings as of January !, 
2018, as if the standard had always been in effect. Disclosures for 2018 will 
include a comparison to what would have been reported for 2018 under the 
current revenue recognition rules in order to assist financial statement users in 
understanding how revenue recognition has changed as a result of this standard 
and to facilitate comparability with prior year reported results, which are not 
restated under the modified retrospective approach. 

Leases. In February 2016, the FASB issued revised accounting guidance 
for leases. The core principle of this guidance is that a lessee should recognize 
the assets and liabilities that arise from leases on the balance sheet. 

For Duke Energy, this guidance is effective for interim and annual periods 
beginning January I, 2019, although it can be early adopted. The guidance 
is applied using a modified retrospective approach. Duke Energy is currently 
evaluating the financial statement impact of adopting this standard. Other than 
an expected increase in assets and liabilities, the ultimate impact of the new 
standard has not yet been determined. Significant system enhancements may 
be required to facilitate the identification, tracking and reporting of potential 
leases based upon requirements of the new lease standard. 

Stock-Based Compensation and Income Taxes. In March 2016, the 
FASB issued revised accounting guidance for stock-based compensation 
and the associated income taxes. This standard changes certain aspects 
of accounting for stock-based payment awards to employees including the 
accounting for income taxes, statutory tax withholding requirements, as 
well as classification on the Consolidated Statements of Cash Flows. The 
primary future impact to the Duke Energy Registrants is expected to be a 
small increase in the volatility of income tax expense. This guidance will 

2. ACQUISITIONS AND DISPOSITIONS 

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. 

Acquisition of Piedmont Natural Gas 

On October 3, 2016, Duke Energy acquired all outstanding common 
stock of Piedmont for a total cash purchase price of $5.0 billion and 
assumed Piedmont's existing long-term debt, which had an estimated fair 
value of approximately $2.0 billion at the time of the acquisition. Piedmont 

Ill 

be adopted prospectively, retrospectively, or using a modified retrospective 
approach depending on the item changed for the period beginning 
January I, 2017. 

Statement of Cash Flows. In November 2016, the FASB issued revised 
accounting guidance to reduce diversity in practice for the presentation 
and classification of restricted cash on the statement of cash flows. Under 
the updated guidance, restricted cash and restricted cash equivalents will 
be included within beginning-of-period and end-of-period cash and cash 
equivalents on the statement of cash flows. 

For Duke Energy, this guidance is effective for the interim and annual 
periods beginning January I, 2018, although it can be early adopted. The 
guidance will be applied using a retrospective transition method to each period 
presented. Upon adoption by Duke Energy, the revised guidance will result in 
a change in total cash, cash equivalents and amounts generally described as 
restricted cash or restricted cash equivalents explained when reconciling the 
beginning-of-period and end-of-period total amounts shown on the statement 
of cash flows. Prior to adoption, the Duke Energy Registrants reflect changes in 
restricted cash within Cash Flows from Investing Activities on the Consolidated 
Statement of Cash Flows. 

Financial Instruments Classification and Measurement. In January 
2016, the FASB issued revised accounting guidance for the classification and 
measurement of financial instruments. Changes in the fair value of all equity 
securities will be required to be recorded in net income. Current GAAP allows 
some changes in fair value for available-for-sale equity securities to be 
recorded in AOCI. Additional disclosures will be required to present separately 
the financial assets and financial liabilities by measurement category and 
form of financial asset. An entity's equity investments that are accounted for 
under the equity method of accounting are not included within the scope of 
the new guidance. 

For Duke Energy, the revised accounting guidance is effective for interim 
and annual periods beginning January I, 2018, by recording a cumulative 
change effect that will be recorded as an adjustment to retained earnings 
as of January I, 2018. This guidance is expected to have minimal impact 
on the Duke Energy Registrant's Consolidated Statements of Operations 
and Comprehensive Income as changes in the fair value of most of the 
Duke Energy Registrants' available-for-sale equity securities are deferred 
as regulatory assets or liabilities pursuant to accounting guidance for 
regulated operations. 

is a North Carolina corporation primarily engaged in regulated natural gas 
distribution to residential, commercial, industrial and power generation 
customers in portions of North Carolina, South Carolina and Tennessee. 
Piedmont is also invested in joint-venture, energy-related businesses, 
including regulated interstate natural gas transportation and storage and 
regulated intrastate natural gas transportation. The acquisition provides 
a foundation for Duke Energy to establish a broader, long-term strategic 
natural gas infrastructure platform to complement its existing natural gas 
pipeline investments and regulated natural gas business in the Midwest. In 
connection with the closing of the acquisition, Piedmont became a wholly 
owned subsidiary of Duke Energy. 
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Preliminary Purchase Price Allocation 

The preliminary purchase price allocation of the Piedmont acquisition is 
estimated as follows: 

(in millions) 

Current assets $ 497 
Property, plant and equipment, net 4,714 
Goodwill 3,353 
Other long-term assets 804 
Total assets 9,368 

Current liabilities, including current maturities of long-term debt 576 
Long-term liabilities 1,790 
Long-term debt 2,002 

Total liabilities 4,368 

Total purchase price $ 5,000 

The fair value of Piedmont's assets and liabilities were determined 
based on significant estimates and assumptions that are judgmental in nature, 
including projected future cash flows (including timing); discount rates reflecting 
risk inherent in the future cash flows and market prices of long-term debt. 
The preliminary amounts are subject to revision to the extent that additional 
information is obtained about the facts and circumstances that existed as of the 
acquisition date. 

The majority of Piedmont's operations are subject to the rate-setting 
authority of the NCUC, the PSCSC and the TRA and are accounted for pursuant 
to accounting guidance for regulated operations. The rate-setting and cost 
recovery provisions currently in place for Piedmont's regulated operations 
provide revenues derived from costs, including a return on investment of assets 
and liabilities included in rate base. Thus, the fair value of Piedmont's assets 
and liabilities subject to these rate-setting provisions approximates the pre
acq uisition carrying values and does not reflect any net valuation adjustments. 

The significant assets and liabilities for which valuation adjustments 
were reflected within the purchase price allocation include the acquired equity 
method investments and long-term debt. The difference between the preliminary 
fair value and the pre-merger carrying values of long-term debt for regulated 
operations was recorded as a regulatory asset. 

The excess of the purchase price over the estimated fair value of 
Piedmont's assets and liabilities on the acquisition date was recorded as 
goodwill. The goodwill reflects the value paid by Duke Energy primarily for 
establishing a broader, long-term strategic natural gas infrastructure plattorm, 
an improved risk profile and expected synergies resulting from the combined 
entities. See Note 11 for information related to the allocation of goodwill to Duke 
Energy's reporting units. 

Accounting Charges Related to the Acquisition 

Duke Energy incurred pretax non-recurring transaction and integration 
costs associated with the acquisition of $439 million and $9 million for the 
years ended December 31, 2016 and 2015, respectively. Amounts recorded on 
the Consolidated Statements of Operations in 2016 include: 

•Interest expense of $234 million related to the acquisition financing, 
including realized losses on forward-starting interest rate swaps of 
$190 million. See Note 14 for additional information on the swaps. 
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•Charges of $104 million related to commitments made in conjunction 
with the transaction, including charitable contributions and a one
time bill credit to Piedmont customers. $10 million was recorded as 
a reduction in Operating Revenues, with the remaining $94 million 
recorded within Operation, maintenance and other. 

•Other transaction and integration costs of $101 million recorded to 
Operation, maintenance and other, including professional fees and 
severance. 

Pro Forma Financial Information 

The following unaudited proforma financial information reflects the 
combined results of operations of Duke Energy and Piedmont as if the merger 
had occurred as of January 1, 2015. The proforma financial information does 
not include potential cost savings, intercompany revenues, Piedmont's earnings 
from a certain equity method investment sold immediately prior to the merger 
or non-recurring transaction and integration costs incurred by Duke Energy and 
Piedmont. The after-tax non-recurring transaction and integration costs incurred 
by Duke Energy and Piedmont were $279 million and $19 million for the years 
ended December 31, 2016 and 2015, respectively. 

This 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 consolidated results of operations of Duke Energy. 

Years Ended December 31, 

{in millions) 2016 2015 

Operating Revenues $ 23,504 $ 23,570 
Net Income Attributable to Duke Energy Coqxiration 2,442 2,877 

Piedmont's Earnings 

Piedmont's revenues and net income included in Duke Energy's 
Consolidated Statements of Operations for the year ended December 31, 2016, 
were $367 million and $20 million, respectively. Piedmont's revenues and net 
income for the year ended December 31, 2016 include the impact of non
recurring transaction costs of $10 million and $46 million, respectively. 

Acquisition Related Financings and Other Matters 

Duke Energy financed the Piedmont acquisition with a combination of debt 
and equity issuances and other cash sources, including: 

• $3.75 billion of long-term debt issued in August 2016. 

• $750 million borrowed under the $1.5 billion short-term loan facility in 
September 2016, which was repaid in December 2016. 

• 10.6 million shares of common stock issued in October 2016 for net 
cash proceeds of approximately $723 million. 

The $4.9 billion senior unsecured bridge financing facility (Bridge Facility) 
with Barclays Capital, Inc. (Barclays) was terminated following the issuance 
of the long-term debt. For additional information related to the debt and 
equity issuances, see Notes 6 and 18, respectively. For additional information 
regarding Duke Energy's and Piedmont's joint investment in Atlantic Coast 
Pipeline, LLC (ACP), see Note 4. 
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Purchase of NCEMPA's Generation 

On July 31, 2015, Duke Energy Progress completed the purchase of 
North Carolina Eastern Municipal Power Agency's (NCEMPA) ownership 
interests in certain generating assets, fuel and spare parts inventory 
jointly owned with and operated by Duke Energy Progress for approximately 
$1.25 billion. This purchase was accounted for as an asset acquisition. 
The purchase resulted in the acquisition of a total of approximately 700 
megawatts (MW) of generating capacity at Brunswick Nuclear Plant 
(Brunswick), Shearon Harris Nuclear Plant (Harris), Mayo Steam Plant 
and Roxboro Steam Plant. In connection with this transaction, Duke Energy 
Progress and NCEMPA entered into a 30-year wholesale power agreement, 
whereby Duke Energy Progress will sell power to NCEMPA to continue to meet 
the needs of NCEMPA customers. 

The purchase price exceeded the historical carrying value of the 
acquired assets by $350 million, which was recognized as an acquisition 
adjustment and recorded in property, plant and equipment. Duke Energy 
Progress established a rider in North Carolina to recover the costs to acquire, 
operate and maintain interests in the assets purchased as allocated to 
its North Carolina retail operations, including the purchase acquisition 
adjustment, and included the purchase acquisition adjustment in wholesale 
power formula rates. 

Duke Energy Progress received an order from the PSCSC to defer recovery 
of the South Carolina retail allocated costs of the asset purchased until Duke 
Energy Progress' next general rate case, which was filed in July 2016. In 
October 2016, Duke Energy Progress, the Office of Regulatory Staff (ORS) and 
intervenors entered into a settlement agreement that provides for recovery of 
the historical carrying value of the South Carolina allocated purchased costs 
of the transaction. The settlement agreement was approved by the PSCSC in 
December 2Dl6. See Note 4 for additional information on the South Carolina 
rate case. 

The ownership interests in generating assets acquired are subject to 
rate-setting authority of the FERG, NCUC and PSCSC and accordingly, the 
assets are recorded at historical cost. The assets acquired are presented in 
the following table. 

(in millions) 

Inventory $ 56 
Net property, plant and equipment 845 

Total assets 901 

Acquisition adjustment. recorded within property, plant and equipment 350 

Total purchase price $ 1,251 

In connection with the acquisition, Duke Energy Progress acquired 
NCEMPA's NDTF assets of $287 million and assumed AROs of $204 million 
associated with NCEMPA's interest in the generation assets. The NDTF and the 
AROs are subject to regulatory accounting treatment. 

!13 

DISPOSITIONS 

The following table summarizes the (loss) Income from Discontinued 
Operations, net of tax recorded on Duke Energy's Consolidated Statements of 
Operations: 

Years Ended De<ember 31, 

(in millions) 2016 2015 2014 

International Energy Disposal Group $ (534) $ 157 $ (73) 
Midwest Generation Disposal Group 36 33 (524) 
Othel'' 90 (13) (52) 
(Loss) Income from Discontinued Operations, net of tax $ (408) $ 177 $ (649) 

(al Relates to previously sold businesses not related to the Disposal Groups. The amount for 2016 represents 
an income tax benefit resulting from immaterial out of period deferred tax liahility adjustments. The 
amounts for 2015 and 2014 includa indemnifications provided for certain legal, tax and environmental 
matters and foreign currency translation adjustments. 

Sale of International Energy 

In February 2016, Duke Energy announced it had initiated a process 
to divest its International Energy businesses, excluding the equity method 
investment in NMC (the International Disposal Group), and in October 2016, 
announced it had entered into two separate purchase and sale agreements to 
execute the divestiture. Both sales closed in December of 2016, resulting in 
available cash proceeds of $1.9 billion, excluding transaction costs. Proceeds 
were primarily used to reduce Duke Energy holding company debt. Existing 
favorable tax attributes result in no immediate U.S. federal-level cash tax 
impacts. Details of each transaction are as follows: 

•On December 2D, 2016, Duke Energy closed on the sale of its ownership 
interests in businesses in Argentina, Chile, Ecuador, El Salvador, 
Guatemala and Peru to I Squared Capital. The assets sold included 
approximately 2,230 MW of hydroelectric and natural gas generation 
capacity, transmission infrastructure and natural gas processing 
facilities. I Squared Capital purchased the businesses for an enterprise 
value of $1.2 billion. 

•On December 29, 2016, Duke Energy closed on the sale of its Brazilian 
business, which included approximately 2,090 MW of hydroelectric 
generation capacity, to CTG for an enterprise value of $1.2 billion. With 
the closing of the CTG deal, Duke Energy finalized its exit from the Latin 
American market. 

Assets Held For Sale and Discontinued Operations 

As a result of the transactions, the International Disposal Group was 
classified as held for sale and as discontinued operations in the fourth quarter 
of 2016. Interest expense directly associated with the International Disposal 
Group was allocated to discontinued operations. No interest from corporate level 
debt was allocated to discontinued operations. 
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The following table presents the carrying values of the major classes of 
Assets held for sale and Liabilities associated with assets held for sale included 
in the Consolidated Balance Sheets. As a result of Duke Energy closing both 
transactions in December 2016, there are no Assets held for sale or liabilities 
associated with assets held for sale as of December 31, 2016. 

(in millions) December 31, 2015 

Current assets held for sale 
Cash and cash equivalents $ 474 
Receivables, net 188 
Inventory 65 
other 19 

Total current assets held for sale 746 

Noncurrent assets held for sale 

Property, Plant and Equipment 
Cost 2,859 
Accumulated deRreciation and amortization (930) 

Net property, plant and equipment 1,929 
Goodwill 271 
Other 213 
Total noncurrent assets held for sale 2,413 

Total assets held for sale $ 3,159 

Current liabilities associated with assets held for sale 
Accounts payable $ 51 
Taxes accrued 60 
Current maturities of long-term debt 48 
Other 120 

Total current liabilities associated with assets held for sale 279 

Noncurrent liabilities associated with assets held for sale 
long~Term Debt 653 
Deferred income taxes 157 
other 90 

Total noncurrent liabilities associated with assets held for sale 900 

Total liabilities associated with assets held for sale $ 1,179 

The value of goodwill increased by $7 million from December 31, 2015 
through the date of sale as a result of changes in foreign currency exchanges 
rates. At the time of the disposition, the International Disposal Group included 
goodwill of $278 million. 

The following table presents the results of the International Disposal 
Group, which are included in (loss) Income from Discontinued Operations, net 
of tax in Duke Energy's Consolidated Statements of Operations. 
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Years Ended December 31, 

(in millions) 2016 2015 2014 

Operating Revenues $ 988 $ 1,088 $ 1,417 
Fuel used in electric generation and purchased power 227 306 486 
Cost of natural gas 43 53 63 
Operation, maintenance and other 341 334 352 
Depreciation and amortization(ai 62 92 97 
Property and other taxes 15 7 9 
Impairment charges!bl 194 13 
(loss) Gains on Sales of other Assets and Other, net (3) 6 6 
other Income and Expenses, net 58 23 47 
Interest Expense 82 85 93 
Pretax loss on dis~osal 1cl (514) 
(Loss) Income before income taxes(dl (435) 227 370 
Income tax ex~ense(elm 99 70 443 
(loss) Income from discontinued operations of the 

International Disposal Group $ (534) $ 157 $ 173) 

{a) Upon meeting the criteria for assets held for sale, beginning in the fourth quarter of 2016 depreciation 
expense was ceased. 

{bl In conjunction with the advancements of marketing efforts during2016, Duke Energy performed recoverability 
tests of the long-lived asset groups of International Energy. As a result Duke Energy determined the carrying 
value of certain assets in Central America was not fully recoverable and recorded a pretax impairment 
charge of $194 mlllion. The charge represerrts the excess of carrying value over the estimated falr value ot 
the a:»ets, which was based on a Level 3 Fair Value measurement that was primarily determined from the 
income approach using discounted cash flows bl.II: also considered mark& information obtained in 2016. 

(c) The pretax loss on disiXJsal includes the recognition of cumulative foreign currency translation losses of 
$620 million as of the disposal date. See the Consolidated Statements of Changes in Equity for additional 
information. 

(dl Pretax (Loss) Income attributable to Duke Energy Corporation was $(4451 million, $221 million and $360 
million for the years ended December 31, 2016, 2015 and 2014, respectively. 

(e) 2016 amoufll: includes $126 million of income tax exiXJnse on the disposal, which primarily reflects in
country taxes incurred as a result of the sale. The after-tax loss on disiXJsal was $640 million. 

(fl 2016 amount includes an income tax benef~ of $95 million and 2014 amount includes an income tax 
charge of $373 million related to historical undistributed foreign earnings. See Note 22, "Income Taxes," 
for additional information. 

Duke Energy has elected not to separately disclose discontinued 
operations on the Consolidated Statements of Cash Flows. The following table 
summarizes Duke Energy's cash flows from discontinued operations related to 
the International Disposal Group. 

(in millions) 

Cash flows provided by (used in), 
Operating activities 

Investing activities 

Other Sale Related Matters 

Years Ended December 31, 

2016 2015 2014 

$ 204 $ 248 $ 339 
(434) 177 lll 

Duke Energy will provide transition seivices to CTG and I Squared for a period 
not to extend beyond March 2017 and September 2017, respectively. In addition, 
Duke Energy will reimburse CTG and I Squared for all tax obligations arising from 
the period preceding consummation on the transactions, totaling approximately 
$78 million. Duke Energy has not recorded any other liabilities, contingent liabilities 
or indemnifications related to the International Disposal Group. 
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Midwest Generation Exit 

Duke Energy, through indirect subsidiaries, completed the sale of the Midwest Generation Disposal Group to a subsidiary of Dynegy on April 2, 2015, for 
approximately $2.8 billion in cash. The nonregulated Midwest generation business included generation facilities with approximately 5,900 MW of owned capacity located 
in Ohio, Pennsylvania and Illinois. On April 1, 2015, prior to the sale, Duke Energy Ohio distributed its indirect ownership interest in the nonregulated Midwest generation 
business to a subsidiary of Duke Energy Corporation. 

Duke Energy utilized a revolving credit agreement (RCA) to support the operations of the nonregulated Midwest generation business. Duke Energy Ohio had a 
power purchase agreement with the Midwest Generation Disposal Group for a portion of its standard seivice offer (SSO) supply requirement. The agreement and the 
SSO expired in May 2015. 

The results of operations of the Midwest Generation Disposal Group prior to the date of sale are classified as discontinued operations in the accompanying 
Consolidated Statements of Operations. Interest expense associated with the RCA was allocated to discontinued operations. No other interest expense related to 
corporate level debt was allocated to discontinued operations. Certain immaterial costs that were eliminated as a result of the sale remained in continuing operations. 
The following table summarizes the Midwest Generation Disposal Group activity recorded within discontinued operations. 

Duke Energy Duke Energy Ohio 

Years Ended December 31, Years Ended December 31, 

(in millions) 2016 2015 2014 2016 2015 2014 

Operating Revenues $ $ 543 $ 1,748 $ $ 412 $ 1,299 
Pretax Loss on disposal(.!! (45) 1929) 152) 1959) 

Income (loss) before income taxes(bJ $ $ 59 $ 18181 $ $ 44 $ 1863) 
Income tax (benefit) expenserei 136) 26 (294) 136) 21 1300) 

Income (loss) from discontinued operations $ 36 $ 33 $ (524) $ 36 $ 23 $ 1563) 

{al The Loss on disposal includes impairments recorded to adjust the carrying amount of the assets to the estimated fair value of the business, based on the selling price to Dynegy less cost to sell. 
{b) 2015 amounts include the impact of an $81 million charge for the settlement agreement reached in a lawsuit related to the MidweS'I Generation Disposal Group. Refer to Note 5 for further information about the lawsuit. 
(c) 2016 amounts result from immaterial out of period deferred lax liability adjustments. 

3. BUSINESS SEGMENTS 

Duke Energy evaluates segment pertormance 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. Certain governance costs are allocated 
to each segment. In addition, direct interest expense and income taxes are 
included in segment income. 

Operating segments are determined based on information used by the 
chief operating decision-maker in deciding how to allocate resources and 
evaluate the pertormance of the business. 

Products and seivices are sold between affiliate companies and 
reportable segments of Duke Energy at cost. Segment assets as presented in the 
tables that follow exclude all intercompany assets. 

DUKE ENERGY 

Due to the Piedmont acquisition and the sale of International Energy in the 
fourth quarter of 2016, Duke Energy's segment structure has been realigned to 
include the following segments: Electric Utilities and Infrastructure, Gas Utilities 
and Infrastructure and Commercial Renewables. Prior period information has 
been recast to conform to the current segment structure. See Note 2 for further 
information on the Piedmont and International Energy transactions. 
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Electric Utilities and Infrastructure includes Duke Energy's regulated 
electric utilities in the Carolinas, Florida and the Midwest. The regulated 
electric utilities conduct operations through the Subsidiary Registrants that are 
substantially all regulated and, accordingly, qualify for regulatory accounting 
treatment. Electric Utilities and Infrastructure also includes Duke Energy's 
commercial electric transmission infrastructure investments. 

Gas Utilities and Infrastructure contains Piedmont, Duke Energy's natural 
gas local distribution companies in Ohio and Kentucky, and Duke Energy's 
natural gas storage and pipeline investments. Gas Utilities and Infrastructure's 
operations are substantially all regulated and, accordingly, qualify for regulatory 
accounting treatment. 

Commercial Renewables is primarily comprised of nonregulated utility 
scale wind and solar generation assets located throughout the U.S. 

In December 2016, Duke Energy closed on the sale of the International 
Disposal Group, which includes the former International Energy business 
segment, excluding the equity method investment in NMC. Results of the 
International Disposal Group are presented within Discontinued Operations 
for all periods and results of NMC are presented within Other for all periods, 
as described below. See Note 2, "Acquisitions and Dispositions" for additional 
information related to the sale. 
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The remainder of Duke Energy's operations is presented as Other, which is primarily comprised of unallocated corporate interest expense, unallocated corporate 
costs, contributions to the Duke Energy Foundation and the operations of Duke Energy's wholly owned captive insurance subsidiary, Bison Insurance Company limited 
(Bison). As discussed above, Other also includes Duke Energy's 25 percent interest in NMC, a large regional producer of methyl tertiary butyl ether (MTBE) located in 
Saudi Arabia. The investment in NMC is accounted for under the equity method of accounting. 

Year Ended December 31, 2016 

Electric Gas 
utilities and Utilities and Commercial 

(in millions) Infrastructure I nfraslructure Renewables 

Unaffiliated Revenues $ 21,336 $ 875 $ 484 
lntersegment Revenues 3D 26 

Total Revenues $ 21,366 $ 9Dl $ 484 

Interest Expense $ 1,136 $ 46 $ 53 
Depreciation and amortization 2,897 115 130 
Equity in earnings {losses) of unconsolidated affiliateslal 5 19 (82) 
Income tax expense (benefit) 1,672 90 (160) 
Segment income (loss)!Clttl 3,040 152 23 
Add back noncontrolling interest component 
Loss from discontinued operations, net of tax!~J 
Net income 
Capital investments expenditures and acquisitions'e1 $ 6,649 $ 5,519 $ 857 
Segment assets 114,993 10,760 4,377 

(a) Commercial Renewables includes a pretax impairment charge of $71 million. See Note 12 for additional information. 
{b) other Includes $329 million of alter-tax costs to achieve mergers. Refer to Note 2 for additional information on costs related to the Piedmont merger. 
(c) other includes alter-tax charges of $57 million related to cost savings initiatives. Refer to Note 19 for further Information. 
(d) Includes a loss on sale of the International Disposal Group. Refer to Note 2 for further information. 

Total 
Reportable 
Segments 

$ 22,695 
56 

$ 22,751 

$ 1,235 
3,142 

(58) 
l,602 
3,215 

$ 13,025 
130,130 

Other Eliminations Total 

$ 48 $ $ 22,743 
69 (125) 

$ 117 $ (125) $ 22,743 

$ 693 $ (12) $ 1,916 
152 3,294 

43 (15) 
(446) 1,156 
(645) 2,571 

7 
(408) 

$ 2,170 
$ 190 $ $ 13,215 

2,443 188 132,761 

(e) Other inciudes $26 million of capital investments expenditures related to the International Disposal Group. Gas Utilities and Infrastructure includes the Piedmont acquisition of $5 billion. Refer to Note 2 for more information on 
the Piedmont acquisition. 

(in millions) 

Unaffiliated Revenues 
lntersegment Revenues 

Total Revenues 

Interest Expense 
Depreciation and amortization 
Equity in earnings (losses) of unconsolidated affiliates 
Income tax expense (benefit) 
Segment income (loss)!al!bl!tl 
Add back noncontrolling interest component 
Income from discontinued operations, net of tax!tfl 
Net income 
Capital investments expenditures and acquisitions'el 
Segment assetsm 

Electric 
Utilities and 

Infrastructure 

$ 21,489 
32 

$ 21,521 

$ 1,074 
2,735 

(2) 
1,602 
2,819 

$ 6,852 
109,097 

Gas 
Utilities and 

Infrastructure 

$ 536 

$ 541 

$ 25 
79 

44 
73 

$ 234 
2,637 

Year Ended December 31, 2015 

Commercial 
Renewables 

$ 286 

$ 286 

$ 44 
104 

(6) 
1128) 

52 

$ 1,019 
3,861 

Total 
Reportable 
Segments 

$ 22,311 
37 

$ 22,348 

$ 1,143 
2,918 

(7) 

1,518 
2,944 

$ 8,105 
115,595 

(a) Electric Utilities and Infrastructure includes an after-tax charge of $58 million related to the Edwardsport settlement. Refer to Noto 4 tor further information. 
(b) Other includes $60 million of after·lax costs to achieve mergers. 
(cl Other includes after-tax charges of $77 million related to cost savings initiatives. Refer to Note 19 for further information. 

Other 

$ 60 
75 

$ 135 

$ 393 
135 
76 

(262) 
(299) 

$ 258 
5,373 

Eliminations Total 

$ $ 22,371 
1112) 

$ 1112) $ 22,371 

$ (9) $ 1,527 
3,053 

69 
1,256 
2,645 

9 
177 

$ 2,831 
$ $ 8,363 

188 121,156 

{dl Includes the impact of a setuement agreement reached in a lawsuit related to the Midwest Generation Disposal Group. Refer to Note 5 for further information related to the lawsuit and Note z for further information on 
discontinued operations. 

(e) Other includes capital investment expenditures of $45 million related to the !nternational Disposal Group. 
(f) Other includes Assets Held for Sale balances related to the International Disposal Group. Refer to Note 2 for further information. 
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Year Ended December 31, 2014 

Electric Gas Total 
Utilities and Utilities and Commercial Reportable 

{in millions) Infrastructure Infrastructure Renewables Segments Other Eliminations Total 

Unaffiliated Revenues $ 21,655 $ 573 $ 235 $ 22,463 $ 46 $- $ 22,509 
lntersegment Revenues 36 5 1 42 70 (1121 

Total Revenues $ 21,691 $ 578 $ 236 $ 22,505 $ 116 $(1121 $ 22,509 

Interest Expense $ 1,057 $ 37 $ 50 $ 1,144 $ 409 $ (241 $ 1,529 
Depreciation and amortization 2,686 73 90 2,849 120 2,969 
Equity in earnings (losses) of unconsolidated affiliates (1) 8 7 123 130 
Income tax expense (benefit) 1,582 45 (881 1,539 (3141 1,225 
Segment income (!oss)(aHbl 2,714 80 53 2,847 (3321 18 2,533 
Add back noncontrolling interest component 5 
Loss from discontinued operations, net of taxrci (6491 
Net income $ 1,889 
Capital investments expenditures and acquisitionstdl $ 4,642 $ 121 $ 514 $ 5,277 $ 251 $ - $ 5,528 
Segment assets(e) 104,119 2,512 2,981 109,612 10,755 190 120,557 

(•I Other includes a $94 million pretax impairment charge related to Ohio Valley Electric Corporation (OVECJ and costs to achieve mergers. 
(bl Electric Utilities and Infrastructure includes pretax charges of $102 million related to the criminal investigation of the Oan River coal ash spill. See Note 5 for additional information. 
(cl Includes an impairment of the Midwest Generation Disposal Group. Refer to Note 2 for further information. 
(di other includes $67 million of capital investments expenditures and acQuisitions of lhe International Disposal Group. 
(el Other includes Assets Held for Sale balances related to the International Disposal Group and Midwest Generation Disposal Group. Refer to Note 2 for further information. 

Geographical Information 

fo( the yea(S ended December 31, 2016, 2015 and 2014, all assets and revenues are within the U.S. 

Products and Services 

The following table summarizes rnvenues of the rnportable segments by type. 

Retail Wholesale Retail Total 
(in millions) Electric Electric Natural Gas Other Revenues 

2016 
Electric Utilities and Infrastructure $18,338 $ 2,095 $ $ 933 $ 21,366 
Gas Utilities and Infrastructure 871 30 901 
Commercial Renewables 303 181 484 
Total Reportable Segments $18,338 $ 2,398 $ 871 $ 1,144 $ 22,751 

2015 
Electric Utilities and Infrastructure $ 18,695 $ 2,014 $ $ 812 $ 21,521 
Gas Utilities and Infrastructure 546 (51 541 
Commercial Renewables 245 41 286 
Total Reportable Segments $ 18,695 $ 2,259 $ 546 $ 848 $ 22,348 

2014 
Electric Utilities and Infrastructure $ 19,007 $ 1,879 $ $ 805 $ 21,691 
Gas Utilities and Infrastructure 571 7 578 
Commercial Renewables 236 236 
Total Reportable Segments $ 19,007 $ 2,115 $ 571 $ 812 $ 22,505 
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DUKE ENERGY OHIO 

Duke Energy Ohio has two reportable operating segments, Electric Utilities and Infrastructure and Gas Utilities and Infrastructure. 
Electric Utilities and Infrastructure transmits and distributes electricity in portions of Ohio and generates, distributes and sells electricity in portions of Kentucky. 

Gas Utilities and Infrastructure transports and sells natural gas in portions of Ohio and northern Kentucky. It conducts operations primarily through Duke Energy Ohio 
and its wholly owned subsidiary, Duke Energy Kentucky. 

Other is primarily comprised of governance costs allocated by its parent, Duke Energy, and revenues and expenses related to Duke Energy Ohio's contractual 
arrangement to buy power from OVEC's power plants. For additional information on related party transactions refer to Note 13. All of Duke Energy Ohio's revenues are 
generated domestically and its long-lived assets are all in the U.S. 

(in millions) 

Total revenues 

Interest expense 
Depreciation and amortization 
Income tax expense (benefit) 
Segment income (loss) 
Income from discontinued operations, net of tax 
Net income 
Capital expenditures 
Segment assets 

(in millions) 

Total revenues 

Interest expense 
Depreciation and amortization 
Income tax expense (benefit) 
Segment income (loss) 
Income from discontinued operations, net of tax 
Net income 
Capital expenditures 
Segment assets 

(in millions) 

Total revenues 

Interest expense 
Depreciation and amortization 
Income tax expense (benefit) 
Segment income (loss)!~l 
Loss from discontinued operations, net of tax!bl 

Net loss 
Capital expenditures 
Segment assets!cl 

(a) Other includes a $94 million pretax impairment charge related to OVEC. 

Electric 
ummes and 

Infrastructure 

$ 1,410 

$ 58 
151 

55 
154 

$ 322 
4.782 

Electric 
Utilities and 

Infrastructure 

$ 1,331 

$ 53 
147 

59 
118 

$ 264 
4,534 

Electric 
Utilities and 

Infrastructure 

$ 1,317 

$ 43 
138 

71 
122 

$ 193 
4,428 

{b) Includes an impairment of the Midwest Generation Disposal Group. Refer to Note 2 for further information. 

Year Ended December 31, 2016 

Gas Total 
Utilities and Reportable 

Infrastructure Segments Other 

$ 503 $ 1,913 $ 31 

$ 27 $ 85 $ 1 
80 231 2 
44 99 (21) 

77 231 (39) 

$ 154 $ 476 $ 
2,696 7.478 62 

Year Ended December 31, 2015 

Gas Tola! 
Ulilities and Reportable 

Infrastructure Segments Other 

$ 541 $ 1,872 $ 33 

$ 25 $ 78 $ 1 
79 226 I 
45 104 (23) 
73 191 (411 

$ 135 $ 399 $ 
2,516 7,050 56 

Year Ended December 31, 2014 

Gas Total 
Utilities and Reportable 

Infrastructure Segments Other 

$ 578 $ 1,895 $ 19 

$ 37 $ 80 $ 5 
73 211 3 
45 116 (73) 
80 202 (133) 

$ 107 $ 300 $ 22 
2,487 6,915 3,321 

(c) other includes Assets Held for Sale balances related to the Midwest Generation Disposal Group. Refer to Note 2 for further information. 
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Eliminations Total 

$ $ 1,944 

$ $ 86 
233 

78 
192 

36 
$ 228 

$ $ 476 
(12) 7,528 

Eliminations Total 

$ $ 1,905 

$ $ 79 
227 

81 
(!) 149 

__ 2_3 

$ 172 
$ $ 399 

(9) 7,097 

Eliminations Total 

$ (!) $ 1,913 

$ $ 86 
214 
43 

(!) 68 

~ 
$ (495) 

$ - $ 322 
(243) 9,993 
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DUKE ENERGY CAROLINAS, PROGRESS ENERGY, DUKE ENERGY PROGRESS, DUKE ENERGY FLORIDA AND DUKE ENERGY INDIANA 

The remaining Subsidiary Registrants each have one reportable operating segment, Electric Utilities and Infrastructure, which generates, transmits, distributes 
and sells electricity. The remainder of each company's operations is classified as Other. While not considered a reportable segment for any of these companies, Other 
consists of certain unallocated corporate costs. Other for Progress Energy also includes interest expense on corporate debt instruments of $221 million, $240 million 
and $241 million for the years ended December 31, 2016, 2015 and 2014. The following table summarizes the net loss for Other for each of these entities. 

(in millions) 

Duke Energy Carolinas 
Progress Energy 
Duke Energy Progress 
Duke Energy Florida 
Duke Energy Indiana 

Years Ended December 31, 

2016 2015 2014 

$ (1041 $ (951 $ (791 
(200) (159) (1901 
(56) (32) (31) 
(231 (16) (19) 
(13) (10) (11) 

The assets of Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida and Duke Energy Indiana are substantially all included within 
the Electric Utilities and Infrastructure segment at December 31, 2016, 2015 and 2014. 

4. REGULATORY MATTERS 

REGULATORY ASSETS AND LIABILITIES 

The Duke Energy Registrants record regulatory assets and liabilities that result from the ratemaking process. See Note l for further information. 
The following tables present the regulatory assets and liabilities recorded on the Consolidated Balance Sheets. 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Regulatory Assets 
AROs - coal ash $ 3,761 $1,536 $1,830 $1,822 $ 8 $ 12 $ 276 
AROs - nuclear and other 684 9 569 275 294 
Accrued pension and OPEB 2,387 481 882 423 458 135 222 
Retired generation facilities 534 39 422 165 257 73 
Debt fair value adjustment 1,313 
Net regulatory asset related to income taxes 894 484 231 224 63 119 
Storm cost deferrals 153 148 148 5 
Nuclear asset securitized balance, net 1,193 1,193 1,193 
Hedge costs and other deferrals 217 93 91 66 25 26 
Derivatives -gas supply contracts 187 
Demand side management (OSMJ/Energy efficiency (EEi 407 122 278 263 15 6 
Grid modernization 65 65 
Vacation accrual 196 76 38 38 4 10 
Deferred fuel and purchased power 156 l!1 24 87 5 40 
Nuclear deferral 226 92 134 38 96 
Post-in-service canying costs and deferred operating expenses 413 70 42 42 20 281 
Gasification services agreement buyout 8 8 
Transmission expansion obligation 71 71 
Manufactured gas plant (MGPJ 99 99 
Advanced metering infrastructure 218 172 46 
NCEMPA deferrals 51 51 51 
East Bend deferrals 32 32 
Other 636 223 103 69 36 33 121 
Total regulatory assets 13,901 3,397 6,123 3,431 2,693 557 1,222 

Less: current portion 1,023 238 401 188 213 37 149 

Total noncurrent regulatory assets $12,878 $3,159 $5,722 $3,243 $2,480 $520 $1,073 
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December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Regulatory Liabilities 
Costs of removal $ 6,074 $2,476 $ 2,198 $1,840 $ 358 $ 212 $660 
Amounts to be refunded to customers 45 45 
Storm reserve 83 22 60 60 1 
Accrued pension and OPES 174 46 19 72 
Deferred fuel and purchased power 192 105 81 64 17 6 
Dther 722 352 245 200 44 19 11 

Total regulator)' liabilities 7,290 3,001 2,584 2,104 479 257 788 

Less: current portion 409 161 189 158 31 21 40 

Total noncurrent regulator)' liabilities $ 6,881 $2,840 $2,395 $1,946 $448 $ 236 $748 

December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Regulatory Assets 
AROs - coal ash $ 2,555 $1,120 $1,394 $1,386 $ 8 $ 4 $ 37 
AROs - nuclear and other 838 104 487 195 292 
Accrued pension and OPES 2,151 479 807 366 441 139 220 
Retired generation facilities 509 49 409 179 230 51 
Debt fair value adjustment 1,191 
Net regulator)' asset related to income taxes 1,075 564 318 106 212 55 120 
Nuclear asset securitizable balance, net 1,237 1,237 1,237 
Hedge costs and other deferrals 571 127 410 171 239 27 
DSM/EE 340 80 250 237 13 10 
Grid modernization 68 68 
Vacation accrual 192 79 38 38 5 10 
Deferred fuel and purchased power 151 21 129 93 36 
Nuclear deferral 245 107 138 62 76 
Post-in-service carl)'ing costs and deferred operating expenses 383 97 38 38 21 227 
Gasification services agreement buyout 32 32 
Transmission expansion obligation 72 72 
MGP 104 104 
NCEMPA deferrals 21 21 21 
East Bend deferrals 16 16 
Other 499 244 121 82 39 31 94 
Total regulator)' assets 12,250 3,071 5,797 2,974 2,823 533 818 

Less: current portion 877 305 362 264 98 36 102 

Total noncurrent regulator)' assets $11,373 $2,766 $5,435 $2,710 $2,725 $497 $716 
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(in millions) 

Regulatory Liabilities 
Costs of removal 
Amounts to be refunded to customers 
Storm reserve 
Accrued pension and OPEB 
Deferred fuel and purchased power 
other 
Total regulatory liabilities 

Less: current portion 

Total noncurrent regulatory liabilities 

Descriptions of regulatory assets and liabilities, summarized in the tables 
above, as well as their recovery and amortization periods follow. Items are 
excluded from rate base unless otherwise noted. 

AROs - coal ash. Represents regulatory assets including deferred 
depreciation and accretion related to the legal obligation to close ash basins. 
The costs are deferred until recovery treatment has been determined. The 
recovery period for these costs has yet to be established. Duke Energy 
Carolinas, Duke Energy Progress and Duke Energy Ohio earn a debt return on 
their expenditures. See Notes 1 and 9 for additional information. 

AROs - nuclear and other. Represents regulatory assets, including 
deferred depreciation and accretion, related to legal obligations associated 
with the future retirement of property, plant and equipment, excluding amounts 
related to coal ash. The AROs relate primarily to decommissioning nuclear power 
facilities. The amounts also include certain deferred gains on NDTF investments. 
The recovery period for costs related to nuclear facilities runs through the 
decommissioning period of each nuclear unit, the latest of which is currently 
estimated to be 2086. See Notes 1 and 9 for additional information. 

Accrued pension and OPEB. Accrued pension and other post-retirement 
benefit obligations (OPEB) represent regulatory assets and liabilities related to 
each of the Duke Energy Registrants' respective shares of unrecognized actuarial 
gains and losses and unrecognized prior service cost and credit attributable to 
Duke Energy's pension plans and OPEB plans. The regulatory asset or liability is 
amortized with the recognition of actuarial gains and losses and prior service cost 
and credit to net periodic benefit costs for pension and OPEB plans. The accrued 
pension and OPEB regulatory asset is expected to be recovered primarily over 
average remaining service periods of active employees covered by the benefit 
plans, which is approximately nine years. See Note 21 for additional detail. 

Retired generation facilities. Duke Energy Carolinas earns a return 
on the outstanding retail balance with recovery periods ranging from one to six 
years. Duke Energy Progress earns a return on the outstanding balance with 
recovery over a period of 10 years beginning in 2013 for retail purposes and 
over the longer of 10 years or the previously estimated planned retirement date 
for wholesale purposes. Duke Energy Indiana earns a return on the outstanding 
balances and the costs are included in rate base. Duke Energy Indiana's 
recovery period will be determined in the next general rate case. Duke Energy 
Florida earns a full return on a portion of the regulatory asset related to the 
retired nuclear plant currently recovered in the nuclear cost recovery clause 
(NCRC), with the remaining portion earning a reduced return. Ouke Energy 
Florida's recovery period varies. 

Debt fair value adjustment. Purchase accounting adjustments recorded 
to state the carrying value of Progress Energy and Piedmont at fair value in 
connection with the 2012 and 2016 mergers, respectively. Amount is amortized 
over the life of the related debt. 
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December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

Energy Carolinas Energy Progress Florida Ohio Indiana 

$ 5,329 $2,413 $2,078 $1,725 $ 353 $ 222 $ 616 
71 71 

150 24 125 125 
288 68 51 25 26 21 83 
311 55 255 58 197 1 
506 281 164 155 8 12 46 

6,655 2,841 2,673 1,963 709 257 816 

400 39 286 85 200 12 62 

$ 6,255 $2,802 $2,387 $1,878 $ 509 $ 245 $754 

Net regulatory asset related to income taxes. Regulatory assets 
principally associated with the depreciation and recovery of AFUDC equity. 
Amounts have no impact on rate base as regulatory assets are offset by 
deferred tax liabilities. The recovery period is over the life of the associated 
assets. Amounts for all registrants include regulatory liabilities related to the 
gross up of federal ITCs. Amounts for Duke Energy, Duke Energy Carolinas, 
Progress Energy and Duke Energy Progress include regulatory liabilities related 
to the change in the North Carolina corporate tax rate discussed in Note 22. 

Storm cost deferrals. Represents deferred incremental costs incurred 
related to extraordinary weather-related events, primarily damage resulting from 
Hurricane Matthew in the fourth quarter of 2016. The recovery period is unknown. 

Nuclear asset securitizable balance, net. Represents the balance 
associated with Crystal River Unit 3 retirement approved for recovery by the 
FPSC on September 15, 2015, and the upfront financing costs securitized in 
2016 with issuance of the associated bonds. The regulatory asset balance is net 
of the AFUDC equity portion. The recovery period is through 2036. 

Hedge costs and other deferrals. Amounts relate to unrealized gains 
and losses on derivatives recorded as a regulatory asset or liability, respectively, 
until the contracts are settled. The recovery period varies for these costs and 
currently extends to 2048. 

Derivatives - gas supply contracts held for utility operations. 
Represents costs for certain long-dated, fixed quantity forward gas supply 
contracts which are recoverable through Piedmont's PGA clauses. 

DSM/EE. The recovery period varies for these costs, with some currently 
unknown. Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida 
are required to pay interest on the outstanding liability balance. Duke Energy 
Carolinas, Duke Energy Progress and Duke Energy Florida collect a return on 
DSM/EE investments. 

Grid modernization. Duke Energy Ohio amounts represent deferred 
depreciation and operating expenses as well as carrying costs on the portion 
of capital expenditures placed in service but not yet reflected in retail rates 
as plant in service. Recovery period is generally one year for depreciation and 
operating expenses. Recovery for post-in-service carrying costs is over the life 
of the assets. Duke Energy Ohio is earning a return on these costs. 

Vacation accrual. Generally recovered within one year. Duke Energy 
Carolinas earns a return on the North Carolina balance. 

Deferred fuel and purchased power. Represents certain energy
related costs that are recoverable or refundable as approved by the applicable 
regulatory body. Duke Energy Florida amount includes capacity costs. Duke 
Energy Florida earns a return on the retail portion of under-recovered costs. 
Duke Energy Ohio earns a return on under-recovered costs. Duke Energy Florida 
and Duke Energy Ohio pay interest on over-recovered costs. Duke Energy 
Carolinas and Duke Energy Progress amounts include certain purchased power 
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costs in both North Carolina and South Carolina and costs of distributed energy 
resource programs in South Carolina. Duke Energy Carolinas and Duke Energy 
Progress pay interest on over-recovered costs in North Carolina. Recovery period 
is generally over one year. Duke Energy Indiana recovery period is quarterly. 

Nuclear deferral. Includes (i) amounts related to levelizing nuclear 
plant outage costs at Duke Energy Carolinas and Duke Energy Progress in North 
Carolina and South Carolina, which allows for the recognition of nuclear outage 
expenses over the refueling cycle rather than when the outage occurs, resulting 
in the deferral of operations and maintenance costs associated with refueling 
and (ii) certain deferred preconstruction and carrying costs at Duke Energy 
Florida as approved by the FPSC, primarily associated with the Levy nuclear 
project (Levy), with a final true-up to be filed by May 2017. 

Post-in-service carrying costs and deferred operating expenses. 
Represents deferred depreciation and operating expenses as well as carrying 
costs on the portion of capital expenditures placed in service but not yet 
reflected in retail rates as plant in service. Duke Energy Carolinas, Duke Energy 
Progress, Duke Energy Ohio and Duke Energy Indiana earn a return on the 
outstanding balance. For Duke Energy Ohio and Duke Energy Indiana, some 
amounts are included in rate base. Recovery is over various lives and the latest 
recovery period is 2083. 

Gasification services agreement buyout. The IURC authorized Duke 
Energy Indiana to recover costs incurred to buy out a gasification services 
agreement, including carrying costs through 2017. Duke Energy Indiana earns a 
return on this balance. 

Transmission expansion obligation. Represents transmission 
expansion obligations related to Duke Energy Ohio's withdrawal from 
Midcontinent Independent System Operator, Inc. (MISO). 

MGP. Represents remediation costs incurred atformer MGP sites and the 
deferral of costs to be incurred at the East End and West End sites through 2019. 
Costs incurred between 2008 and 2012 are recovered through an approved MGP 
rider. Recovery of costs incurred after 2012 has been requested but is pending 
approval from the PUCO. Duke Energy Ohio does not earn a return on these costs. 

Advanced metering infrastructure (AMI). Duke Energy Carolinas 
amount represents deferred costs related to the installation of AMI meters 
and remaining net book value of non-AMI meters to be replaced. Duke Energy 
Carolinas earns a return on a portion of the costs and the recovery period varies. 
Duke Energy Indiana amount represents expected future recovery of net book 
value of electromechanical meters that have been replaced with AMI meters. 
Duke Energy Indiana expects to recover this asset over a six-year period and the 
meters will remain in rate base until the next general rate case. 

NCEMPA deferrals. Represents retail allocated cost deferrals and 
returns associated with the additional ownership interest in assets acquired 
from NCEMPA discussed in Note 2. The North Carolina retail allocated costs are 
generally being recovered over a period of time between three years and the 
remaining life of the assets purchased through a rider that became effective on 
December 1, 2015. The South Carolina retail allocated costs will be amortized 
over an average of 24 years beginning January 2017 are earning a return. 

East Bend deferrals. Represents both deferred operating expenses and 
deferred depreciation as well as carrying costs on the portion of East Bend 
Generating Station (East Bend) that was acquired from Dayton Power and Light 
and that had been previously operated as a jointly owned facility. Recovery will 
not commence until resolution of the next electric rate case in Kentucky. Duke 
Energy Ohio is earning a return on these deferred costs. 

Costs of removal. Represents funds received from customers to cover the 
future removal of property, plant and equipment from retired or abandoned sites as 
property is retired. Also includes certain deferred gains on NDTF investments. 

Amounts to be refunded to customers. Represents required rate 
reductions to retail customers by the applicable regulatory body. The period of 
refund for Duke Energy Indiana is through 2018. 
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Storm reserve. Duke Energy Carolinas and Duke Energy Florida are 
allowed to petition the PSCSC and FPSC, respectively, to seek recovery of 
incremental or allowable costs incurred for named storms. Funds are used to 
offsetfuture incurred costs. 

RESTRICTIONS ON THE ABILITY OF CERTAIN SUBSIDIARIES TO MAKE 
DIVIDENDS, ADVANCES AND LOANS TO DUKE ENERGY 

As a condition to the approval of merger transactions, the NCUC, 
PSCSC, PUCO, KPSC and IURC imposed conditions on the ability of Duke 
Energy Carolinas, Duke Energy Progress, Duke Energy Ohio, Duke Energy 
Kentucky, Duke Energy Indiana and Piedmont to transfer funds to Duke Energy 
through loans or advances, as well as restricted amounts available to pay 
dividends to Duke Energy. Certain subsidiaries may transfer funds to Duke 
Energy Corporation Holding Company (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. 

Duke Energy Progress and Duke Energy Florida also have restrictions 
imposed by their first mortgage bond indentures and Articles of Incorporation 
which, in certain circumstances, limit their ability to make cash dividends 
or distributions on common stock. Amounts restricted as a result of these 
provisions were not material at December 31, 2016. 

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. 

The restrictions discussed below were less than 25 percent of Duke 
Energy's net assets at December 31, 2016. 

Duke Energy Carolinas 

Duke Energy Carolinas must limit cumulative distributions subsequent to 
mergers to (i) the amount of retained earnings on the day prior to the closing of 
the mergers, plus (ii) any future earnings recorded. 

Duke Energy Progress 

Duke Energy Progress must limit cumulative distributions subsequent to 
the mergers between Duke Energy and Progress Energy and Duke Energy and 
Piedmont to (i) the amount of retained earnings on the day prior to the closing of 
the respective mergers, plus (ii) any future earnings recorded. 

Duke Energy Ohio 

Duke Energy Ohio will not declare and pay dividends out of capital or 
unearned surplus without the prior authorization of the PUCO. Duke Energy Ohio 
received FERG and PUCO approval 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 Corp. (Cinergy) merger not 
been applied to Duke Energy Ohio's balance sheet. The conditions include a 
commitment from Duke Energy Ohio that equity, adjusted to remove the impacts 
of push-down accounting, will not fall below 30 percent of total capital. 

Duke Energy Kentucky is required to pay dividends solely out of retained 
earnings and to maintain a minimum of 35 percent equity in its capital structure. 

Duke Energy Indiana 

Duke Energy Indiana must limit cumulative distributions subsequent to the 
merger between Duke Energy and Cinergy to (i) the amount of retained earnings on 
the day prior to the closing of the merger, plus (ii) any future earnings recorded. In 
addition, Duke Energy Indiana will not declare and pay dividends out of capital or 
unearned surplus without prior authorization of the IURC. 
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Piedmont 

Piedmont must limit cumulative distributions subsequent to the acquisition 
of Piedmont by Duke Energy to (i) the amount of retained earnings on the day prior 
to the closing of the merger, plus (ii) any future earnings recorded. 

RATE RELATED INFORMATION 

The NCUC, PSCSC, FPSC, IURC, PUCO, TRA and KPSC approve rates for retail 
electric and natural gas services within their states. The FERC approves rates for 
electric sales to wholesale customers served under cost-based rates (excluding 
Ohio and Indiana), as well as sales of transmission service. The FERC also regulates 
certffication and siting of new interstate natural gas pipeline projects. 

Duke Energy Carolinas and Duke Energy Progress 

Ash Basin Closure Costs Deferral 

On July 13, 2016, in response to a joint petition of Duke Energy Carolinas 
and Duke Energy Progress, the PSCSC issued an accounting order for the 
deferment into a regulatory account of certain costs incurred in connection 
with federal and state environmental remediation requirements related to the 
permanent closure of ash basins and other ash storage units at coal-fired 
generating facilities that have provided or are providing generation to customers 
located in South Carolina. The decision allows tor ash basin closure expenses to be 
partially offset with excess regulatory liability amounts from the deferral of nuclear 
decommissioning costs that are collected from South Carolina retail customers 
and for Duke Energy Progress to partially offset incurred ash basin closure costs 
with costs of removal amounts collected from customers. The PSCSC's ruling 
does not change retail rates or the tariff amounts and does not limit the ability of 
interested parties to challenge the reasonableness of expenditures in subsequent 
proceedings. In connection with Duke Energy Progress' base rate case filed in July 
2D16, in December 2016, the PSCSC approved recovery of coal ash costs incurred 
from January 1, 2015, through June 30, 2016, over a 15-year period and ongoing 
deferral of future ash basin closure costs incurred from July I, 2016, until its next 
base rate case in South Carolina. 

On December 30, 2016, Duke Energy Carolinas and Duke Energy 
Progress filed a joint petition with the NCUC seeking an accounting order 
authorizing deferral of certain costs incurred in connection with federal and 
state environmental remediation requirements related to the permanent closure 
of ash basins and other ash storage units at coal-fired generating facilities 
that have provided or are providing generation to customers located in North 
Carolina. Initial comments are due by March 1, 2017, and reply comments 
are due by March 29, 2017. Duke Energy Carolinas and Duke Energy Progress 
cannot predict the outcome of this matter. 

FERC Transmission Return on Equity Complaints 

On January 7, 2016, a group of transmission service customers filed a 
complaint with FERG that the rate of return on equity of 10.2 percent in Duke 
Energy Carolinas' transmission formula rates is excessive and should be reduced 
to no higher than 8.49 percent, effective upon the complaint date. On the same 
date, a similar complaint was filed with FERC claiming that the rate of return on 
equity of 10.8 percent in Duke Energy Progress' transmission formula rates is 
excessive and should be reduced to no higher than 8.49 percent, effective upon 
the complaint date. On April 21, 2016, FERG issued an order which consolidated 
the cases, set a refund effective date of January 7, 2D16, and set the consolidated 
case for settlement and hearing. On June 14, 2016, Duke Energy Carolinas and 
Duke Energy Progress reached a settlement agreement in principle to reduce the 
return on equity for both companies to 10 percent. On November 21, 2016, the 
FERC approved the settlement agreement resolving the complaints. The Impact 
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on results of operations, cash flows and the financial position of Duke Energy 
Carolinas and Duke Energy Progress will not be material. 

Duke Energy Carolinas 

Advanced Metering Infrastructure Deferral 

On July 12, 2016, the PSCSC issued an accounting order for Duke Energy 
Carolinas to defer the financial effects of depreciation expense incurred for 
the installation of AMI meters, the carrying costs on the investment at its 
weighted average cost of capital (WACC) and the carrying costs on the deferred 
costs at its WACC not to exceed $45 million. The decision also allows Duke 
Energy Carolinas to continue to depreciate the non-AMI meters to be replaced. 
Current retail rates will not change as a result of the decision and the ability 
of interested parties to challenge the reasonableness of expenditures in 
subsequent proceedings is not limited. 

William States Lee Combined Cycle Facility 

On April 9, 2014, the PSCSC granted Duke Energy Carolinas and 
North Carolina Electric Membership Corporation (NCEMC) a Certificate of 
Environmental Compatibility and Public Convenience and Necessity (CECPCN) 
for the construction and operation of a 750-MW combined-cycle natural gas
fired generating plant at Duke Energy Carolinas' existing William States Lee 
Generating Station in Anderson, South Carolina. Duke Energy Carolinas began 
construction in July 2015 and estimates a cost to build of $600 million for its 
share of the facility, including AFUDC. The project is expected to be commercially 
available in late 2017. NCEMC will own approximately 13 percent of the project. 
On July 3, 2014, the South Carolina Coastal Conservation League (SCCL) and 
Southern Alliance for Clean Energy (SACE) jointly filed a Notice of Appeal with 
the Court of Appeals of South Carolina (S.C. Court of Appeals) seeking the 
court's review of the PSCSC's decision, claiming the PSCSC did not properly 
consider a request related to a proposed solar facility prior to granting approval 
of the CECPCN. The S.C. Court of Appeals affirmed the PSCSC's decision on 
February 10, 2016, and on March 24, 2016, denied a request for rehearing filed 
by SCCL and SACE. On April 21, 2016, SCCL and SACE petitioned the South 
Carolina Supreme Court for review of the S.C. Court of Appeals decision. Duke 
Energy Carolinas filed its response on June 13, 2016, and SCCL and SACE 
filed a reply on June 23, 2016. On September 6, 2016, the Small Business 
Chamber of Commerce filed a motion for permission to file a brief supporting the 
environmental intervenors' position. On September 22, 2016, the South Carolina 
Supreme Court granted permission for the brief and allowed Duke Energy 
Carolinas an opportunity to file a response, which was filed on October 3, 2016. 
Duke Energy Carolinas cannot predict the outcome of this matter. 

William States Lee Ill Nuclear Station 

In December 2007, Duke Energy Carolinas applied to the NRC for combined 
operating licenses (COLs) for two Westinghouse APlOOO reactors for the proposed 
William States Lee Ill Nuclear Station to be located at a site in Cherokee County, 
South Carolina. The NCUC and PSCSC have concurred with the prudency of Duke 
Energy Carolinas incurring certain project development and preconstruction 
costs through several separately issued orders, although full cost recovery is 
not guaranteed. In December 2016, the NRC issued a COL for each reactor. As 
of December 31, 2016, Duke Energy Carolinas has incurred approximately $520 
million of costs, including AFUDC, related to the project. These project costs 
are included in Net property, plant and equipment on Duke Energy Carolinas' 
Consolidated Balance Sheets. Duke Energy Carolinas is not required to build the 
nuclear reactors as result of the COLs being issued. 
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Duke Energy Progress 

Storm Cost Deferral Filings 

On December 16, 2016, Duke Energy Progress filed a petition with 
the NCUC requesting an accounting order to defer certain costs incurred in 
connection with response to Hurricane Matthew and other significant storms in 
2016. Current estimated incremental operation and maintenance and capital 
costs total approximately $140 million. Additional costs could be incurred in 
2017 related to storms in the fourth quarter of 2016. Duke Energy Progress 
proposes to true-up the total costs quarterly through August 2017. Duke Energy 
Progress cannot predict the outcome of this matter. 

On December 16, 2016, Duke Energy Progress filed a petition with the 
PSCSC requesting an accounting order to defer certain costs incurred related 
to repairs and restoration of service following Hurricane Matthew. Estimated 
total restoration costs are approximately $60 million. Actual total costs would 
be trued-up quarterly through 2017. In January 2017, the PSCSC approved the 
deferral request and issued an accounting order. 

South Carolina Rate Case 

On July 1, 2016, Duke Energy Progress filed an application with the PSCSC 
requesting an average 14.5 percent increase in retail revenues. The requested 
rate change would increase annual revenues by approximately $79 million, 
with a rate of return on equity of 10.75 percent. The increase is designed to 
recover the cost of investment in new generation infrastructure, environmental 
expenditures including allocated historical ash basin closure costs and 
increased nuclear operating costs. Duke Energy Progress has requested new 
rates to be effective January 1, 2017. On October 19, 2016, Duke Energy 
Progress, the ORS and intervenors entered into a settlement agreement that 
was filed with the PSCSC on the same day. Terms of the settlement agreement 
include an approximate $56 million increase in revenues over a two-year period. 
An increase of approximately $38 million in revenues was effective January 1, 
2017, and an additional increase of approximately $18.5 million in revenues will 
be effective January 1, 2018. Duke Energy Progress will amortize approximately 
$18.5 million from the cost of removal reserve in 2017. other settlement terms 
include a rate of return on equity of 10.1 percent, recovery of coal ash costs 
incurred from January 1, 2015, through June 30, 2016, over a 15-year period 
and ongoing deferral of allocated ash basin closure costs from July 1, 2016, 
until the next base rate case. The settlement also provides that Duke Energy 
Progress will not seek an increase in rates in South Carolina to occur prior to 
2019, with limited exceptions. In December 2016, the PSCSC approved the 
settlement and issued an approval order. 

Western Carolinas Modernization Plan 

On November 4, 2015, in response to community feedback, Duke Energy 
Progress announced a revised Western Carolinas Modernization Plan with 
an estimated cost of $1.1 billion. The revised plan includes retirement of the 
existing Asheville coal-fired plant, the construction of two 280-MW combined
cycle natural gas plants having dual fuel capability, with the option to build a 
third natural gas simple cycle unit in 2023 based upon the outcome of initiatives 
to reduce the region's power demand. The revised plan includes upgrades to 
existing transmission lines and substations, but eliminates the need for a new 
transmission line and a new substation associated with the project in South 
Carolina. The revised plan has the same overall project cost as the original 
plan and the plans to install solar generation remain unchanged. Duke Energy 
Progress has also proposed to add a pilot battery storage project. These 
investments will be made within the next seven years. Duke Energy Progress 
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is also working with the local natural gas distribution company to upgrade an 
existing natural gas pipeline to serve the natural gas plant. The plan requires 
various approvals including regulatory approvals in North Carolina. 

Duke Energy Progress filed for a Certificate of Public Convenience and 
Necessity (CPCN) with the NCUC forthe new natural gas units on January 15, 
2016. On March 28, 2016, the NCUC issued an order approving the CPCN for the 
new combined-cycle natural gas plants, but denying the CPCN for the contingent 
simple cycle unit without prejudice to Duke Energy Progress to refile for approval 
in the future. Site preparation activities are underway and construction of these 
plants is scheduled to begin in early 2017. The plants are expected to be in service 
by late 2019. Duke Energy Progress plans to file for future approvals related to the 
proposed solar generation and pilot battery storage project. 

On May 27, 2016, N.C. Waste Awareness and Reduction Network (NC 
WARN) and The Climate Times filed a notice of appeal from the CPCN order 
to the N.C. Court of Appeals. On May 31, 2016, Duke Energy Progress filed a 
motion to dismiss the notice of appeal with the NCUC due to NC WARN's and 
The Climate Times' failure to post a required appeal bond. After a series of 
filings, an NCUC order, petitions to the N.C. Court of Appeals and an evidentiary 
hearing, on July 8, 2016, the NCUC issued an order setting NC WARN's and The 
Climate Times' appeal bond at $98 million. On July 28, 2016, NC WARN and 
The Climate Times filed a notice of appeal and exceptions from the NCUC's 
July 8, 2016, appeal bond order. On August 2, 2016, the NCUC granted Duke 
Energy Progress' motion to dismiss NC WARN's and The Climate Times' notice 
of appeal from the CPCN order due to failure to post the requisite bond. On 
August 18, 2016, NC WARN and The Climate Times filed a petition with the 
N.C. Court of Appeals seeking appellate review of the NCUC's CPCN order, the 
July 8, 2016, appeal bond order and the August 2, 2016, order dismissing their 
notice of appeal, which the N.C. Court of Appeals denied on September 6, 2016. 
On September 19, 2016, the NCUC granted Duke Energy Progress' motion to 
dismiss NC WAR N's and The Climate Times' subsequent appeal of the second 
bond order dated July 28, 2016, and NC WARN's and The Climate Times' 
subsequent appeal of the CPCN order and dismissal order dated August 18, 
2016. On October 17, 2016, NC WARN and The Climate Times filed another 
petition for review with the N.C. Court of Appeals asking the court to reverse the 
CPCN order, the second bond order and the dismissal of their first and second 
notices of appeal as to the CPCN order. On November 3, 2016, the N.C. Court 
of Appeals denied NC WARN's and The Climate Times' petition for review. All 
appeals have been concluded. 

The carrying value of the 376-MW Asheville coal-fired plant, including 
associated ash basin closure costs, of $492 million and $548 million are 
included in Generation facilities to be retired, net on Duke Energy Progress' 
Consolidated Balance Sheets as of December 31, 2016 and 2015, respectively. 

Shearon Harris Nuclear Plant Expansion 

In 2006, Duke Energy Progress selected a site at Harris to evaluate for 
possible future nuclear expansion. On February 19, 2008, Duke Energy Progress 
filed its COL application with the NRC for two Westinghouse APIOOO reactors 
at Harris, which the NRC docketed for review. On May 2, 2013, Duke Energy 
Progress filed a letter with the NRC requesting the NRC to suspend its review 
activities associated with the COL at the Harris site. The NCUC and PSCSC 
have approved deferral for $48 million of retail costs which are recorded in 
Regulatory assets on Duke Energy Progress' Consolidated Balance Sheets. On 
November 17, 2016, the FERC approved Duke Energy Progress' rate recovery 
request filing for the wholesale ratepayers' share of the abandonment costs, 
including a debt only return to be recovered through revised formula rates and 
amortized over a 15-year period beginning May 1, 2014. 
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Duke Energy Florida 

Hines Chiller Uprate Project 

On May 20, 2016, Duke Energy Florida filed a petition seeking approval 
to include in base rates the revenue requirement for a Chiller Uprate Project 
(Uprate Project) at the Hines Energy Complex (Hines). Duke Energy Florida 
proposed to complete the Uprate Project in two phaseS: Phase one to include 
work on Hines units 1-3 and common equipment, to be placed in service during 
October 2016; and Phase two work on Hines Unit 4 to be placed in service 
during January 2017. The final combined construction cost estimate for both 
phases of approximately $150 million is below the cost estimate provided during 
the need determination proceeding. Duke Energy Florida estimated an annual 
retail revenue requirement for Phase one and Phase two of approximately 
$17 million and $3 million, respectively. On August 29, 2016, the FPSC 
approved the Phase one revenue requirement to be effective in customer rates 
in November 2016. However, Duke Energy Florida made filings with the FPSC 
in October 2016 to remove the Uprate Project from customer rates because a 
portion of the common equipment required for either phase to be considered in 
service was not completed as expected. Duke Energy Florida filed for recovery 
of the costs associated with the Uprate Project in February 2017. Duke Energy 
Florida cannot predict the outcome of this matter. 

Citrus County Combined Cycle Facility 

On October 2, 2014, the FPSC granted Duke Energy Florida a Determination 
of Need for the construction of a 1,640-MW combined-cycle natural gas plant in 
Citrus County, Florida. On May 5, 2015, the Florida Department of Environmental 
Protection approved Duke Energy Florida's Site Certffication Application. The 
project has received all required permits and approvals and construction began in 
October 2015. The facility is expected to be commercially available in 2018 at an 
estimated cost of $1.5 billion, including AFUDC. 

Purchase of Osprey Energy Center 

In December 2014, Duke Energy Florida and Osprey Energy Center, LLC, 
a wholly owned subsidiary of Calpine Corporation (Calpine), entered into an 
Asset Purchase and Sale Agreement for the purchase of a 599-MW combined
cycle natural gas plant in Auburndale, Florida (Osprey Plant acquisition) for 
approximately $166 million. On August 2, 2016, Duke Energy Florida filed a 
petition seeking approval to include in base rates the revenue requirements 
for the Osprey Plant acquisition to be included in customer bills beginning in 
February 2017. Duke Energy Florida estimated the retail revenue requirements 
for the Osprey acquisition to be approximately $48 million. On November 1, 
2016, the FPSC approved the petition to include the revenue requirements in 
base rates. Closing of the acquisition occurred on January 3, 2017. 

Duke Energy Florida received a Civil Investigative Demand from the 
Department of Justice (DOJ) related to alleged violation of the waiting period 
for the Hart-Scott-Rodino Antitrust Improvements Act of 1976. The DOJ alleged 
Duke Energy Florida assumed operational control of the Osprey Plant before 
the waiting period expiration on February 27, 2015. On January 17, 2017, Duke 
Energy Florida entered into a stipulation agreement to settle with the DOJ for 
$600,000 without admission of liability. On January 18, 2017, the DOJ filed 
a complaint and the stipulation in the U.S. District Court for the District of 
Columbia. The stipulation is subject to court approval. Duke Energy recorded a 
reserve in the fourth quarter of 2016. 

FPSC Settlement Agreements 

On February 22, 2012, the f PSC approved a settlement agreement 
(the 2012 Settlement) among Duke Energy Florida, the Florida OPC and other 
customer advocates. The 2012 Settlement was to continue through the last 
billing cycle of December 2016. On October 17, 2013, the FPSC approved a 
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settlement agreement (the 2013 Settlement) between Duke Energy Florida, 
Florida OPC and other customer advocates. The 2013 Settlement replaces and 
supplants the 2012 Settlement and substantially resolves issues related to (i) 
Crystal River Unit 3, (ii) Levy, (iii) Crystal River 1 and 2 coal units and (iv) future 
generation needs in Florida. Refer to the remaining sections below for further 
discussion of these settlement agreements. 

Crystal River Unit 3 

In December 2014, the FPSC approved Duke Energy Florida's decision to 
construct an independent spent fuel storage installation (ISFSI) for the retired 
Crystal River Unit 3 nuclear plant and approved Duke Energy Florida's request to 
defer amortization of the ISFSI pending resolution of litigation against the federal 
government as a result of the Department of Energy's breach of its obligation 
to accept spent nuclear fuel. The return rate is based on the currently approved 
AFUDC rate with a return on equity of 7.35 percent, or 70 percent of the currently 
approved 10.5 percent. The return rate is subject to change if the return on equity 
changes in the future. In September 2016, the FPSC approved an amendment to 
the 2013 Settlement authorizing recovery of the ISFSI through the Capacity Cost 
Recovery Clause. Through December 31, 2016, Duke Energy Florida has deferred 
approximately $93 million for recovery associated with building the ISFSI. 

The regulatory asset associated with the original Crystal River Unit 3 
power uprate project will continue to be recovered through the NCRC over an 
estimated seven-year period that began in 2013 with a remaining uncollected 
balance of $128 million at December 31, 2016. 

Crystal River Unit 3 Regulatory Asset 

On May 22, 2015, Duke Energy Florida petitioned the FPSC for approval 
to include in base rates the revenue requirement for the projected $1.298 
billion Crystal River Unit 3 regulatory asset as authorized by the 2013 Revised 
and Restated Stipulation and Settlement Agreement (2013 Agreement). On 
September 15, 2015, the FPSC approved Duke Energy Florida's motion for 
approval of a settlement agreement with intervenors to reduce the value of the 
projected Crystal River Unit 3 regulatory asset to be recovered to $1.283 billion 
as of December 31, 2015. An impairment charge of $15 million was recognized 
in the third quarter of 2015 to adjust the regulatory asset balance. 

In June 2015, the governor of Florida signed legislation to allow utilities 
to issue nuclear asset-recovery bonds to finance the recovery of certain retired 
nuclear generation assets, with approval of the FPSC. In November 2015, the 
FPSC issued a financing order approving Duke Energy Florida's request to issue 
nuclear asset-recovery bonds to finance its unrecovered regulatory asset related 
to Crystal River Unit 3 through a wholly owned special purpose entity. Nuclear 
asset-recovery bonds replace the base rate recovery methodology authorized 
by the 2013 Agreement and result in a lower rate impact to customers with a 
recovery period of approximately 20 years. 

Pursuant to provisions in Florida Statutes and the FPSC financing order, 
in 2016, Duke Energy Florida formed Duke Energy Florida Project finance, LLC 
(DEFPF), a wholly owned, bankruptcy remote special purpose subsidiary for the 
purpose of issuing nuclear asset-recovery bonds. In June 2016, DEFPF issued 
$1,294 million aggregate principal amount of senior secured bonds (nuclear 
asset-recovery bonds) to finance the recovery of Duke Energy Florida's Crystal 
River 3 regulatory asset. 

In connection with this financin~ net proceeds to DEFPF of approximately 
$1,287 million, after underwriting costs, were used to acquire nuclear asset
recovery property from Duke Energy Florida and to pay transaction related 
expenses. The nuclear asset-recovery property includes the rightto impose, bill, 
collect and adjust a non-bypassable nuclear asset-recovery charge, to be collected 
on a per kilowatt-hour basis, from all Duke Energy Florida retail customers until 
the bonds are paid in full. Duke Energy Florida began collecting the nuclear asset
recovery charge on behalf of DEFPF in customer rates in July 2016. 

See Notes 6 and 17 for additional information. 
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Customer Rate Matters 

Pursuant to the 2013 Settlement, Duke Energy Florida will maintain base 
rates at the current level through the last billing period of 2018, subject to the 
return on equity range of 9.5 percent to 11.5 percent, with exceptions for base 
rate increases for new generation through 2018, per the provisions of the 2013 
Settlement. Duke Energy Florida is not required to file a depreciation study, fossil 
dismantlement study or nuclear decommissioning study until the earlier of the 
next rate case filing or March 31, 2019. The 2013 Settlement also provided for 
a $150 million increase in base revenue effective with the first billing cycle of 
January 2013. If Duke Energy Florida's retail base rate earnings fall below the 
return on equity range, as reported on a FPSC-adjusted or proforma basis on a 
monthly earnings sUJveillance report, it may petition the F PSC to amend its base 
rates during the term of the 2013 Settlement. 

Levy Nuclear Project 

On July 28, 2008, Duke Energy Florida applied to the NRG for a COL 
for two Westinghouse AP I ODO reactors at levy. In 2008, the FPSC granted 
Duke Energy Florida's petition for an affirmative Determination of Need and 
related orders requesting cost recovery under Florida's nuclear cost-recovery 
rule, together with the associated facilities, including transmission lines and 
substation facilities. In October 2016, the NRG issued COLs for the proposed 
levy Nuclear Plant Units 1 and 2. 

On January 28, 2014, Duke Energy Florida terminated the Levy 
engineering, procurement and construction agreement (EPC). Duke Energy 
Florida may be required to pay for work pertormed under the EPC and to bring 
existing work to an orderly conclusion, including but not limited to costs to 
demobilize and cancel certain equipment and material orders placed. Duke 
Energy Florida recorded an exit obligation in 2014 for the termination of the EPC. 
This liability was recorded within Other in Deferred Credits and other liabilities 
with an offset primarily to Regulatory assets on the Consolidated Balance 
Sheets. Duke Energy Florida is allowed to recover reasonable and prudent EPC 
cancellation costs from its retail customers. 

The 2012 Settlement provided that Duke Energy Florida include the 
allocated wholesale cost of Levy as a retail regulatory asset and include this 
asset as a component of rate base and amortization expense for regulatory 
reporting. In accordance with the 2013 Settlement, Duke Energy Florida ceased 
amortization of the wholesale allocation of Levy investments against retail rates. 

On October 27, 2014, the F PSC approved Duke Energy Florida rates 
for 2015 for Levy as filed and consistent with those established in the 2013 
Revised and Restated Settlement Agreement. Recovery of the remaining retail 
portion of the project costs may occur over five years from 2013 through 2017. 
Duke Energy Florida has an ongoing responsibility to demonstrate prudency 
related to the wind down of the Levy investment and the potential for salvage 
of levy assets. As of December 31, 2016, Duke Energy Florida has a net 
uncollected investment in Levy of approximately $219 million, including AFUDC. 
Of this amount, $119 million related to land and the COL is included in Net, 
property, plant and equipment and will be recovered through base rates and 
$10D million is included in Regulatory assets within Regulatory Assets and 
Deferred Debits on the Consolidated Balance Sheets and will be recovered 
through the NCRC. 

On April 16, 2015, the F PSC approved Duke Energy Florida's petition to 
cease collection of the levy Nuclear Project fixed charge beginning with the first 
billing cycle in May 2015. On August 18, 2015, the F PSC approved leaving the 
levy Nuclear Project portion of the NCRC charge at zero dollars for 2016 and 
2017, consistent with the 2013 Settlement. Duke Energy Florida will submit by 
May 2017 a true-up of levy Nuclear Project costs or credits to be recovered no 
earlier than January 2018. To the extent costs become known after May 2017, 
Duke Energy Florida will petition for recovery at that time. 
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Crystal River 1 and 2 Coal Units 

Duke Energy Florida has evaluated Crystal River I and 2 coal units for 
retirement in order to comply with certain environmental regulations. Based on 
this evaluation, those units will likely be retired by 2018. Once those units are 
retired Duke Energy Florida will continue recovery of existing annual depreciation 
expense through the end of 2020. Beginning in 2021, Duke Energy Florida will 
be allowed to recover any remaining net book value of the assets from retail 
customers through the Capacity Cost Recovery Clause. In April 2014, the FPSC 
approved Duke Energy Florida's petition to allow for the recovery of prudently 
incurred costs to comply with the Mercury and Air Toxics Standard through the 
Environmental Cost Recovery Clause. 

Duke Energy Ohio 

East Bend Coal Ash Basin Filing 

On December 2, 2016, Duke Energy Kentucky filed with the KPSC a request 
for a CPCN for construction projects necessary to close and repurpose an ash 
basin atthe East Bend necessitated by current and proposed EPA regulations. 
Duke Energy Kentucky is targeting a completion date in fourth quarter 2018 for 
these projects and estimates a total cost of approximate~ $93 million. Duke 
Energy Kentucky has requested an order to be issued by April 30, 2017. 

Base Rate Case 

In connection with Duke Energy Ohio's deployment of SmartGrid network, 
consisting of investments in AMI and distribution automation, a rider was 
established to recover these investments and return expected savings to 
customers. A stipulation updating this rider was approved by the PUCO in 2012, 
whereby Duke Energy Ohio committed to filing a base electric distribution case 
within one year of full deployment of SmartGrid. On October 22, 2015, PUCO 
staff concluded that full deployment had occurred thereby, absent relief by the 
PUCO, Duke Energy Ohio would be required to file a base eleclric rate case. 
Pursuant to an order (PUCO order) authorizing a modification in the filing date, 
Duke Energy Ohio notified the PUCO of its intent to file an electric distribution 
rate case in Ohio. The base rate case application and supporting testimony will 
be filed March 2, 2017, and March 16, 2017, respectively. Duke Energy Ohio 
cannot predict the outcome of this matter. 

Natural Gas Pipeline Extension 

Duke Energy Ohio is proposing to install a new natural gas pipeline in its 
Ohio seivice territory to increase system reliability and enable the retirement 
of older infrastructure. The proposed project involves the installation of a 
natural gas line and is estimated to cost between $86 million and $110 million, 
excluding AFUOC. On September 13, 2016, Duke Energy Ohio filed with the Ohio 
Power Siting Board for approval of one of two proposed routes. If approved, 
construction of the pipeline extension is expected to be completed by 2019. 

Advanced Metering Infrastructure 

On April 25, 2016, Duke Energy Kentucky filed with the KPSC an 
application for approval of a CPCN for the construction of AMI. Duke Energy 
Kentucky anticipates that the estimated $49 million project, if approved, 
will take about two years to complete. Duke Energy Kentucky also requested 
approval to establish a regulatory asset of approximately $10 million forthe 
remaining book value of existing meter equipment and inventory that will be 
replaced. On July 20, 2016, the Kentucky Attorney General, the only inteivenor 
in the proceeding, moved to dismiss the application. Duke Energy Kentucky filed 
its opposition to the Kentucky Attorney General's motion to dismiss on July 27, 
2016. On September 28, 2016, the KPSC denied the Kentucky Attorney General's 
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motion to dismiss and granted Duke Energy Kentucky's motion to file rebuttal 
testimony. Duke Energy Kentucky and the Kentucky Attorney General entered 
into a stipulation resolving the matters raised in the application. An evidentiary 
hearing was held on December 8, 2016. Duke Energy Kentucky cannot predict 
the outcome of this matter. 

Accelerated Natural Gas Se1Yice Line Replacement Rider 

On January 20, 2015, Duke Energy Ohio filed an application for approval 
of an accelerated natural gas service line replacement program (ASRP). Under 
the ASRP, Duke Energy Ohio proposed to replace certain natural gas service lines 
on an accelerated basis over a 10-year period. Duke Energy Ohio also proposed 
to complete preliminary survey and investigation work related to natural gas 
service lines that are customer owned and for which it does not have valid 
records and, further, to relocate interior natural gas meters to suitable exterior 
locations where such relocation can be accomplished. Duke Energy Ohio's 
current projected total capital and operations and maintenance expenditures 
under the ASRP are approximately $240 million. The filing also sought approval 
of Rider ASRP to recover related expenditures. Duke Energy Ohio proposed to 
update Rider ASRP on an annual basis. lntervenors opposed the ASRP, primarily 
because they believe the program is neither required nor necessary under 
federal pipeline regulation. On October 26, 2016, the PUCO issued an order 
denying the proposed ASRP. The PUCO did, however, encourage Duke Energy 
Ohio to work with the PUCO Staff and intervenors to identify a reasonable 
solution for the risks attributed to service line leaks caused by corrosion. Duke 
Energy Ohio filed an application for rehearing of the PUCO decision. In December 
2Dl6, the PUCO granted the request for the purpose of further review. Duke 
Energy Ohio cannot predict the outcome of this matter. 

Energy Efficiency Cost Recore/}' 

On March 28, 2014, Duke Energy Ohio filed an application for recovery 
of program costs, lost distribution revenue and pertormance incentives related 
to its energy efficiency and peak demand reduction programs. These programs 
are undertaken to comply with environmental mandates set forth in Ohio law. 
After a comment period, the PUCO approved Duke Energy Ohio's application, but 
found that Duke Energy Ohio was not permitted to use banked energy savings 
from previous years in order to calculate the amount of allowed incentive. This 
conclusion represented a change to the cost recovery mechanism that had been 
agreed to by intervenors and approved by the PUCO in previous cases. The PUCO 
granted the applications for rehearing filed by Duke Energy Ohio and an intervenor 
on July 8, 2015. On January 6, 2016, Duke Energy Ohio and PUCO Staff entered 
into a stipulation pending PUCO approval, resolving the issues related to, among 
other things, pertormance incentives and the PUCO Staff audit of 2013 costs. 
Based on the stipulation, in December 2015, Duke Energy Ohio re-established 
approximately $20 million of the revenues that had been reversed in the second 
quartet On October 26, 2016, the PUCO issued an order approving the stipulation 
without modification. lntervenors requested rehearing of the PUCO decision and, 
in December 2016, the PUCO granted rehearing for the purpose of further review. 
Duke Energy Ohio cannot predict the outcome of this matter. 

2014 Electric Security Plan 

In April 2015, the PUCO modified and approved Duke Energy Ohio's 
proposed electric security plan (ESP), with a three-year term and an effective 
date of June 1, 2015. The PUCO approved a competitive procurement process 
for SSO load, a distribution capital investment rider and a tracking mechanism 
for incremental distribution expenses caused by major storms. The PUCO also 
approved a placeholder tariff for a price stabilization nder, but denied Duke Energy 
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Ohio's specific request to include Duke Energy Ohio's entitlement to generation 
from OVEC in the rider at this time; however, the order allows Duke Energy Ohio to 
submit additional information to request recovery in the future. On May 4, 2015, 
Duke Energy Ohio filed an application for rehearing requesting the PUCO to modify 
or amend certain aspects of the order. On May 28, 2015, the PUCO granted all 
applications for rehearing filed in the case for future consideration. Duke Energy 
Ohio cannot predict the outcome of the appeals in this matter. 

During May and November 2016, Duke Energy Ohio completed two 
competitive bidding processes with results approved by the PUCO to procure 
a portion of the supply for its SSO load for the term of the ESP. In 2016, Duke 
Energy Ohio also issued requests for proposal (RFP) to serve a portion of the 
load attributed to its customers on the state's percentage el income payment 
plan. This RFP was issued consistent with state law enacted in 2016. 

2012 Natural Gas Rate Case/Manufactured Gas Plant Cost Recore/}' 

On November 13, 2013, the PUCO issued an order approving a settlement 
of Duke Energy Ohio's natural gas base rate case and authorizing the recovery 
of costs incurred between 2008 and 2012 for environmental investigation 
and remediation of two former MGP sites. The PUCO order also authorized 
Duke Energy Ohio to continue deferring MGP environmental investigation and 
remediation costs incurred subsequent to 2012 and to submit annual filings to 
adjust the MGP rider for future costs. Intervening parties appealed this decision 
to the Ohio Supreme Court and that appeal remains pending. Oral argument 
is scheduled for February 28, 2017. Incurred and projected investigation and 
remediation expenses at these MGP sites that have not been collected through 
the MGP rider are approximately $99 million and are recorded as Regulatory 
assets on Duke Energy Ohio's Consolidated Balance Sheet as of December 31, 
2016. Duke Energy Ohio cannot predict the outcome of this matter. 

The PUCO order also contained deadlines for completing the MGP 
environmental investigation and remediation costs at the MGP sites. For the 
property known as the East End site, the PUCO order established a deadline 
of December 31, 2016. The PUCO order authorized Duke Energy Ohio to seek 
to extend these deadlines due to certain circumstances. On May 16, 2016, 
Duke Energy Ohio filed an application to extend the deadline for cost recovery 
applicable to the East End site. In December 2016, the PUCO approved 
the request, extending the deadline to complete the remediation work until 
December 31, 2019. In January 2017, intervening parties filed for rehearing 
of the PUCO's decision. On February 8, 2017, the PUCO denied the rehearing 
request. As of December 31, 2016, $46 million of the regulatory asset 
represents future remediation cost expected to be incurred at the East End site. 
Duke Energy Ohio cannot predict the outcome of this matter. 

Regional Transmission Organization Realignment 

Duke Energy Ohio, including Duke Energy Kentucky, transferred control of 
its transmission assets from MISO to PJM Interconnection, LLC (PJM), effective 
December 31, 2011. The PUCO approved a settlement related to Duke Energy 
Ohio's recovery of certain costs of the Regional Transmission Organization 
(RTO) realignment via a non-bypassable rider. Duke Energy Ohio is allowed to 
recover all MISO Transmission Expansion Planning (MTEP) costs, including but 
not limited to Multi Value Project (MVP) costs, directly or indirectly charged to 
Ohio customers. Duke Energy Ohio also agreed to vigorously defend against any 
charges for MVP projects from MISO. The KPSC also approved a request to effect 
the RTO realignment, subject to a commitment not to seek double recovery in 
a future rate case of the transmission expansion fees that may be charged by 
MISO and PJM in the same period or overlapping periods. 
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The following table provides a reconciliation of the beginning and ending 
balance of Duke Energy Ohio's recorded liability for its exit obligation and share 
of MTEP costs, excluding MVP, recorded within Other in Current liabilities and 
other in Deferred credits and other liabilities on the Consolidated Balance 
Sheets. The retail portions of MTEP costs billed by MISO are recovered by Duke 
Energy Ohio through a non-bypassable rider. As of December 31, 2Dl6 and 
2Dl5 $71 million and $72 million are recorded in Regulatory assets on Duke 
Energy Ohio's Consolidated Balance Sheets, respectively. 

(in millions) 

Duke Energy Ohio 

December 31, 
2015 

$ 92 

Provisions/ 
Adjustments 

$ 3 

Cash 
Reductions 

$ (5) 

December 31, 
2016 

$ 90 

MVP. MISO approved 17 MVP proposals prior to Duke Energy Ohio's exit 
from MISO on December 31, 2Dll. Construction of these projects is expected 
to continue through 2020. Costs of these projects, including operating and 
maintenance costs, property and income taxes, depreciation and an allowed 
return are allocated and billed to MISO transmission owners. 

On December 29, 2Dll, MISO filed a tariff with the FERC providing for 
the allocation of MVP costs to a withdrawing owner based on monthly energy 
usage. The FERC set for hearing (i) whether.MISO's proposed cost allocation 
methodology to transmission owners who withdrew from MISO prior to 
January !, 2Dl2, is consistent with the tariff at the time of their withdrawal. 
from MISO and, (ii) if not, what the amount of and methodology for calculating 
any MVP cost responsibility should be. In 2Dl2, MISO estimated Duke Energy 
Ohio's MVP obligation over the period from 2Dl2 to 2D71 at $2.7 b1ll1on, on an 
undiscounted basis. On July 16, 2013, a FERC Administrative Law Judge (AU) 
issued an initial decision. Under this initial decision, Duke Energy Ohio would 
be liable for MVP costs. Duke Energy Ohio filed exceptions to the initial decision, 
requesting FERC to overturn the All's decision. . , .. 

On October 29, 2015, the FERG issued an order reversing the AU s dec1s1on. 
The FERC ruled the cost allocation methodology is not consistent with the MISO 
tariff and that Duke Energy Ohio has no liability for MVP costs after its withdrawal 
from MISO. On May 19, 2016, the FERG denied the request for rehearing filed 
by MISO and the MISO Transmission Owners. On July 15, 2Dl6, the MISO 
Transmission Owners filed a petition for review with the U.S. Court of Appeals for 
the Sixth Circuit. Duke Energy Ohio cannot predict the outcome of this matter. 

Duke Energy Indiana 

Coal Combustion Residual Plan 

On March 17 2Dl6, Duke Energy Indiana filed with the IURC a request 
for approval of its flrst group of federally mandated Coal Combustion Residual 
(CCR) rule compliance projects (Phase I CCR Compliance Projects) to comply 
with the EPA's CCR rule. The projects in this Phase I filing are CCR compliance 
projects including the conversion of Cayuga and Gibson Stations to dry bottom 
ash handling and related water treatment. Duke Energy Indiana has requested 
timely recovery of approximately $380 million in retail capital costs and 
incremental operating and maintenance costs, including AFUDC, under a federal 
mandate tracker which provides for timely recovery of 80 percent of such costs 
and deferral with carrying costs of 20 percent of such costs for recovery .in a 
subsequent retail base rate case. On January 24, 2017, Duke Energy Indiana 
and various lntervenors filed a settlement agreement with the IURC. Terms of 
the settlement include recovery of GD percent of the estimated CCR compliance 
construction project capital costs through existing rider mechanisms and .deferral 
of 40 percent of these costs until Duke Energy Indiana's next general .reta~I rate 
case. The deferred costs will earn a return based on Duke Energy Indiana s 
long-term debt rate of 4.73 percent until costs are included in retail rates, at 
which time the deferred costs will earn a full return. Costs are to be capped at 
$365 million, plus actual AFUDC. Costs above the cap may be recoverable in 
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the next rate case. Terms of the settlement agreement also require Duke Energy 
Indiana to pertorm certain reporting and groundwater monitoring. The settlement 
is subject to approval by the IURC. An evidentiary hearing was held on February 
23, 2Dl7. Duke Energy Indiana cannot predict the outcome of this matter. 

Edwardsport Integrated Gasification Combined Cycle Plant 

Costs for the Edwardsport Integrated Gasification Combined Cycle (IGCC) 
Plant are recovered from retail electric customers via a tracking mechanism 
(IGCC rider) with updates filed by Duke Energy Indiana. The IGCC Plant was 
placed into commercial operation in June 2013. 

Duke Energy Indiana and several intervenors agreed upon a settlement 
(IGCC settlemenU in 2Dl5 to resolve disputes related to five IGCC riders (the 
11th through 15th) and a subdocketto Duke Energy Indiana's fuel adjustment. 
clause. The settlement agreement resolved disputes related to the determination 
on whether the IGCC plant was properly declared in-service for ratemaking 
purposes in June 2013, as well as the operational pertormance of the plant. The 
IGCC settlement resulted in customers not being billed for previously incurred 
plant operating costs of $87.5 million and payments and commitments from D~ke 
Energy Indiana of $5.5 million for attorneys' fees and consumer programs funding. 
Duke Energy Indiana recognized pretax impairment and related charges of $93. 
million in 2015. Additionally, under the IGCC settlement, the recovery of operating 
and maintenance expenses and ongoing maintenance capital atthe plant are 
subject to certain caps during the years of 2016 and 2017. The IGCC settlement 
also includes a commitment to either retire or stop burning coal by December 31, 
2022, at the Gallagher Station. Pursuant to the IGCC settlement, the in-service 
date used for accounting and ratemaking will remain as June 2013. Remaining 
deferred costs will be recovered over eight years and not earn a carrying cost. 
On August 24, 2016, the IURC approved the settlement in foll with no changes 
or conditions. The order was not appealed and the proceeding 1s concluded. 
As of December 31, 2016, deferred costs related to the project are approximately 
$161 million. Under the IGCC settlement, future IGCC riders will be filed annually, 
rather than every six months, with the next filing scheduled for first quarter 2017. 

The ninth semi-annual IGCC rider order was appealed by various 
intervenors and the matter was remanded to the IURC for further proceedings 
and additional findings on a tax in-service issue. On February 2, 2017, the 
IURC issued an order upholding the original decision, finding that an estimate of 
impact on customer rates due to the federal income tax in-service determination 
was reasonable. The intervenors could appeal this order. 

FERC Transmission Return on Equity Complaint 

Customer groups have filed with the FERG complaints against MISO and 
its transmission-owning members, including Duke Energy Indiana, alleging, 
among other things, that the current base rate of return on equity earned by 
MISO transmission owners of 12.38 percent is unjust and unreasonable. The 
latest complaint, filed on February 12, 2015, claims the base rate of return 
on equity should be reduced to 8.67 percent and requests a consohdat1on of 
complaints. The motion to consolidate complaints was denied"On January 5, 
2015 the FERC issued an order accepting the MISO transm1ss1on owners 0.50 
perc~nt adder to the base rate of return on equity based on participation in an 
RTO subject to it being applied to a return on equity that is shown to be just and 
reasonable in the pending return on equity complaints. A hearing in the base 
return on equity proceeding was held in August 2015. On December 22, 
2015, the presiding FERC AU in the first complaint issued an Initial Decision 
in which the base rate of return on equity was set at 10.32 percent. On 
September 28, 2016, the Initial Decision in the first complaint was affirmed by 
FERC. On June 30, 2016, the presiding FERC AU in the second complaint issued 
an Initial Decision setting the base rate of return on equity at 9.70 percent. The 
Initial Decision in the second complaint is pending FERC review. Duke Energy 
Indiana currently believes these matters will not have a material impact on its 
results of operations, cash flows and financial position. 
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Grid Infrastructure Improvement Plan 

On August 29, 2014, pursuant to a new statute, Duke Energy Indiana filed a 
seven-year grid infrastructure improvement plan with the IURC with an estimated 
cost of $1.9 billion, focusing on the reliability, integrity and modernization of the 
transmission and distribution system. The plan also provided for cost recovery 
through a transmission and distribution nder (T&D Rider). In May 2015, the IURC 
denied the original proposal due to an insufficient level of detailed projects and 
cost estimates in the plan. On December 7, 2015, Duke Energy Indiana filed a 
revised infrastructure improvement plan with an estimated cost of $1.8 billion 
in response to guidance from IURC orders and the Indiana Court of Appeals 
decisions related to this new statute. The revised plan uses a combination 
of advanced technology and infrastructure upgrades to improve service to 
customers and provide them with better information about their energy use. It 
also provides for cost recovery through a T&D Rider. In March 2016, Duke Energy 
Indiana entered into a settlement with all parties to the proceeding except the 
Citizens Action Coalition of Indiana, Inc. The settlement agreement decreased the 
capital expenditures eligible for timely recovery of costs in the seven-year plan 
to approximately $1.4 billion, including the removal of an AMI project. Under the 
settlement, the return on equity to be used in the T&D Rider is 10 percent. The 
IURC approved the settlement and issued a final order on June 29, 2016. The order 
was not appealed and the proceeding is concluded. 

The settlement also provided for deferral accounting for depreciation and 
post-in-service carrying costs for AMI projects outside the seven-year plan. 
Duke Energy Indiana withdrew its request for a regulatory asset for current 
meters and will retain any savings associated with future AMI installation until 
the next retail base rate case, which is required to be filed prior to the end of the 
seven-year plan. In 2016, Duke Energy Indiana decided to implement the AMI 
project. This decision resulted in a pretax impairment charge related to existing 
or non-AMI meters of approximately $8 million, based in part on Duke Energy 
Indiana's intent to file a base rate case in 2D22 under the approved T&D Rider 
plan. At December 31, 2016, Duke Energy Indiana's remaining net book value of 
non-AMI meters is approximately $46 million which will be depreciated through 
2022. In the event that Duke Energy Indiana was to file a base rate case earlier 
than 2022, it may incur additional impairment charges. 

Other Regulatory Matters 

Atlantic Coast Pipeline 

On September 2, 2014, Duke Energy, Dominion Resources (Dominion), 
Piedmont and Southern Company Gas, formerly AGL Resources Inc., announced 
the formation of ACP to build and own the proposed Atlantic Coast Pipeline (ACP 
pipeline), an approximately 600-mile interstate natural gas pipeline running 
from West Virginia to North Carolina. The ACP pipeline is designed to meet 
the needs identified in RFPs by Duke Energy Carolinas, Duke Energy Progress 
and Piedmont. The ACP pipeline development costs are estimated between 
$5.0 billion to $5.5 billion. Dominion will build and operate the ACP pipeline. 
Originally, Dominion held a 45 percent membership interest in ACP, Duke Energy 
held a 40 percent interest, Piedmont held a 10 percent interest and Southern 
Company Gas held a 5 percent interest. On October 3, 2016, Duke Energy and 
Piedmont completed a merger transaction that resulted in Piedmont becoming 
a wholly owned subsidiary of Duke Energy. In connection with this transaction, 
and pursuant to terms of the ACP partnership agreement, Piedmont transferred 
3 percent of its membership interest in ACP to Dominion in exchange for 
approximately $14 million. As a result of this transfer, Dominion maintains 
a leading ownership percentage in ACP of 48 percent and Duke Energy owns 
a 47 percent interest through its Gas Utilities and Infrastructure segment. 
Southern Company Gas maintains a 5 percent interest. See Note 2 for additional 
information related to Duke Energy's acquisition of Piedmont. 

Duke Energy Carolinas, Duke Energy Progress and Piedmont, among 
others, will be customers of the pipeline. Purchases will be made under several 
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20-year supply contracts, subject to state regulatory approval. In October 2014, 
the NCUC and PSCSC approved the Duke Energy Carolinas and Duke Energy 
Progress requests to enter into certain affiliate agreements, pay compensation 
to ACP and to grant a waiver of certain Code of Conduct provisions relating 
to contractual and jurisdictional matters. On September 18, 2015, ACP filed 
an application with the FERG requesting a CPCN authorizing ACP to construct 
the pipeline. In December 2016, FERC issued a preliminary Environmental 
Impact Statement (EIS) indicating that the proposed pipeline would not cause 
significant harm to the environment or protected populations. The final EIS is 
expected by June 30, 2017. FERC approval of the application is expected within 
90 days of the issuance of the final EIS. Construction is projected to begin 
once FERG approval is received with a targeted in-service date in the second 
half of 2019. ACP executed a construction agreement in September 2016 and 
is working with various agencies to develop the final pipeline route. ACP also 
requested approval of an open access tariff and the precedent agreements it 
entered into with future pipeline customers, including Duke Energy Carolinas 
and Duke Energy Progress. See Notes 12 and 17 for additional information. 

Sabal Trail Transmission Pipeline 

On May 4, 2015, Duke Energy acquired a 7.5 percent ownership interest 
in Sabal Trail Transmission, LLC (Sabal Trail) from Spectra Energy Partners, LP, 
a master limited partnership, formed by Spectra Energy Corp. Spectra Energy 
Partners, LP holds a 50 percent ownership interest in Sabal Trail and NextEra 
Energy has a 42.5 percent ownership interest. Sabal Trail is a joint venture that 
is constructing a 515-mile natural gas pipeline (Sabal Trail pipeline) to transport 
natural gas to Florida. Total estimated project costs are approximately $3.2 
billion. The Sabal Trail pipeline will traverse Alabama, Georgia and Florida. The 
primary customers of the Sabal Trail pipeline, Duke Energy Florida and Florida 
Power & Light Company (FP&L), have each contracted to buy pipeline capacity 
for 25-year initial terms. On February 3, 2016, the FERC issued an order 
granting the request for a CPCN to construct and operate the pipeline. The Sabal 
Trail pipeline has received regulatory approvals and initiated construction of the 
pipeline with an expected in-service date in mid-2017. See Notes 12 and 17 for 
additional information. 

Constitution Pipeline 

Duke Energy owns a 24 percent ownership interest in Constitution Pipeline 
Company, LLC (Constitution) through a wholly owned subsidiary of Piedmont. 
Constitution is a natural gas pipeline project slated to transport natural gas 
supplies from the Marcellus supply region in northern Pennsylvania to major 
northeastern markets. The pipeline will be constructed and operated by Williams 
Partners LP. which has a 41 percent ownership share. The remaining interest is 
held by Cabot Oil and Gas Corporation and WGL Holdings, Inc. 

On Apnl 22, 2016, the New York State Department of Environmental 
Conservation (NYSDEC) denied Constitution's application for a necessary water 
quality certification for the New York portion of the Constitution pipeline. Constitution 
filed legal actions in the U.S. District Court for the Northern District of New York 
and in the U.S. Court of Appeals for the Second Circuit (U.S. Court of Appeals) 
challenging the legality and appropriateness of the NYSDEC's decision. Both courts 
granted Constitution's motions to expedite the schedules for the legal actions. On 
November 16, 2016, oral arguments were heard in the U.S. Court of Appeals. 

Constitution remains steadfastly committed to pursuing the project and 
intends to pursue all available options to challenge the NYSDEC's decision. In 
light of the denial of the certification, Constitution revised its target in-service 
date of the project to be as early as the second half of 2018, assuming that the 
challenge process is satisfactorily and promptly concluded. 

In July 2016, Constitution requested and the FERG approved an extension 
of the construction period and in-service deadline of the project to December 
2018. Also in July, the FERC denied the New York Attorney General's (NYAG) 
complaint and request for a stay of the certificate order authorizing the project 
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on the grounds that Constitution had improperly cut trees along the proposed 
route. The FERC found the complaint procedurally deficient and that there was 
no justification for a stay; it did find the filing constituted a valid request for 
investigation and thus referred the matter to FERC staff for further examination 
as may be appropriate. On November 22, 2016, the FERC denied the NYAG's 
request for reconsideration of this order. 

Since April 2016, with the actions of the NYSDEC, Constitution stopped 
construction and discontinued capitalization of future development costs until 
the project's uncertainty is resolved. As a result, Duke Energy evaluated the 
investment in the Constitution project for OTTls. At this time, no OTTI has been 
determined and therefore no impairment charge to reduce the carrying value 
of the investment has been recorded. However, to the extent that the legal and 
regulatory proceedings have unfavorable outcomes, or if Constitution concludes 
that the project is not viable or does not go forward as legal and regulatory actions 
progress, the conclusions with respect to OTTls could change and may require 
that an impairment charge of up to the recorded investment in the project, net of 
any cash and working capital returned, be recorded. Duke Energy will continue to 
monitor and update the OTTI analysis as required. Different assumptions could 
affect the timing and amount of any charge recorded in a period. 

Pending the outcome of the matters described above, and when 
construction proceeds, Duke Energy remains committed to fund an amount in 
proportion to its ownership interest for the development and construction of the 
new pipeline. Duke Energy's total anticipated contributions are approximately 
$229 million. See Notes 12 and 17 for additional information. 

Progress Energy Merger FERC Mitigation 

In June 2012, the FERC approved the merger with Progress Energy, 
including Duke Energy and Progress Energy's revised market power mitigation 
plan, the Joint Dispatch Agreement ODA) and the joint Open Access 
Transmission Tariff. The revised market power mitigation plan provided for the 
acceleration of one transmission project and the completion of seven other 
transmission projects (long-Term FERC Mitigation) and interim firm power sale 
agreements during the completion of the transmission projects (Interim FERC 
Mitigation). The Long-Term FERC Mitigation was expected to increase power 
imported into the Duke Energy Carolinas and Duke Energy Progress service 
areas and enhance competitive power supply options in the service areas. 
All of these projects were completed in or before 2014. On May 30, 2014, the 
Independent Monitor filed with FERC a final report stating that the long-Term 
FERC Mitigation is complete. In 2014, Duke Energy Progress recorded an 
$18 million partial reversal of an impairment recorded in 2012. This reversal 
adjusts the initial disallowance from the long-Term FERC mitigation and reflects 
updated information on the construction costs and in-service dates of the 
transmission projects. 

Following the closing of the merger, outside counsel reviewed Duke 
Energy's mitigation plan and discovered a technical error in the calculations. 
On December 6, 2013, Duke Energy submitted a filing to the FERC disclosing 
the error and arguing that no additional mitigation is necessary. The city of 
New Bern filed a protest and requested that FERC order additional mitigation. 
On October 29, 2014, the FERC ordered that the amount of the stub mitigation 
be increased from 25 MW to 129 MW. The stub mitigation is Duke Energy's 
commitment to set aside for third parties a certain quantity of firm transmission 
capacity from Duke Energy Carolinas to Duke Energy Progress during summer 
off-peak hours. The FERC also ordered that Duke Energy operate certain 
phase shifters to create additional import capability and that such operation 
be monitored by an independent monitor. The costs to comply with this order 
are not material. The FERC also referred Duke Energy's failure to expressly 
designate the phase shifter reactivation as a mitigation project in the original 
mitigation plan filing in March 2012 to the FERC Office of Enforcement for 
further inquiry. In response, and since December 2014, the FERC Office of 
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Enforcement has been conducting a nonpublic investigation of Duke Energy's 
market power analyses included in the Progress merger filings submitted to 
FERC. Duke Energy cannot predict the outcome of this investigation. 

Potential Coal Plant Retirements 

The Subsidiary Registrants periodically file Integrated Resource Plans 
(IRP) with their state regulatory commissions. The IRPs provide a view of 
forecasted energy needs over a long term (JO to 20 years) and options being 
considered to meet those needs. Recent IRPs filed by the Subsidiary Registrants 
included planning assumptions to potentially retire certain coal-fired generating 
facilities in Florida and Indiana earlier than their current estimated useful 
lives primarily because facilities do not have the requisite emission control 
equipment to meet EPA regulations recently approved or proposed. 

The table below contains the net carrying value of generating facilities 
planned for retirement or included in recent IRPs as evaluated for potential 
retirement due to a lack of requisite environmental control equipment. Dollar 
amounts in the table below are included in Net property, plant and equipment 
on the Consolidated Balance Sheets as of December 31, 2016 and exclude 
capitalized asset retirement costs. 

Remaining: Net 
Capacity Book Yalue 
(in MW) Jin millions) 

Duke Energy Carolinas 
Allen Steam Station Units 1~3(.il 585 $ 168 

Progress Energy and Duke Energy Florida 
Crystal River Units 1and2 873 120 

Duke Energy lndianalbl 
Gallagher Units 2 and 4!c) 280 136 

Total Duke Eners:z'. 1,738 $ 424 

(a) Duke Energy Carolinas will retire Allen Steam Station Units I through 3 by December 31, 2024, as part of 
the resolution of a lawsuit involving alleged New Source Review violations. 

(b) Duke Energy Indiana retirsd Wabash River Units 2 through 6 in 2016. 
(c) Duke Energy Indiana committed to either retire or stop burning coal at Gallagher Units 2 and 4 by 

December 31, 2022, as part of the settlement of Edwardsport IGCC matters. 

On October 23, 2015, the EPA published in the Federal Register the final 
Clean Power Plan (CPP) rule regulating carbon dioxide (C02) emissions from 
existing fossil fuel-fired electric generating units (EGUs). The CPP establishes 
CO, emission rates and mass cap goals that apply to existing fossil fuel-fired 
EGUs. Petitions challenging the final CPP have been filed by several groups 
and on February 9, 2016, the U.S. Supreme Court issued a stay of the final CPP 
rule, halting implementation until legal challenges are resolved. States in which 
the Duke Energy Registrants operate have suspended work on CPP compliance 
plans as a result of the stay. The court is expected to decide the case in early 
2017. Compliance with CPP could cause the industry to replace coal-fired 
generation with natural gas and renewables, especially in states that have 
significant C02 reduction targets under the rule. Costs to operate coal-fired 
generation plants continue to grow due to increasing environmental compliance 
requirements, including ash management costs unrelated to CPP, which may 
result in the retirement of coal-fired generation plants earlier than the current 
end of useful lives. Duke Energy continues to evaluate the need to retire 
generating facilities and plans to seek regulatory recovery, where appropriate, 
for amounts that have not been recovered upon asset retirements. However, 
recovery is subject to future regulatory approval, including the recovery of 
carrying costs on remaining book values, and therefore cannot be assured. 

Refer to the "Western Carolinas Modernization Plan" discussion above for 
details of Duke Energy Progress' planned retirements. 
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5. COMMITMENTS AND CONTINGENCIES 

INSURANCE 

General Insurance 

The Duke Energy Registrants have insurance and reinsurance coverage 
either directly or through indemnification from Duke Energy's 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 (i) commercial general liability coverage for 
liabilities arising to third parties for bodily injury and property damage; (ii) 
workers' compensation; (iii) automobile liability coverage; and (iv) property 
coverage for all real and personal property damage. Real and personal property 
damage coverage excludes electric transmission and distribution lines, but 
includes damages arising from boiler and machinery breakdowns, earthquakes, 
flood damage and extra expense, but not outage or replacement power 
coverage. All coverage is subject to certain deductibles or retentions, sublimits, 
exclusions, terms and conditions common for companies with similar types of 
operations. The Duke Energy Registrants self-insure their electric transmission 
and distribution lines against loss due to storm damage and other natural 
disasters. As discussed further in Note 4, Duke Energy Florida maintains a 
storm damage reserve and has a regulatory mechanism to recover the cost of 
named storms on an expedited basis. 

The cost of the Duke Energy Registrants' coverage can fluctuate from year 
to year reflecting claims history and conditions of the insurance and reinsurance 
markets. 

In the event of a loss, terms and amounts 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 a material effect on the Duke Energy Registrants' results of 
operations, cash flows or financial position. Each company is responsible to the 
extent losses may be excluded or exceed limits of the coverage available. 

Nuclear Insurance 

Duke Energy Carolinas owns and operates the McGuire Nuclear Station 
(McGuire) and the Oconee Nuclear Station (Oconee) and operates and has a 
partial ownership interest in the Catawba Nuclear Station (Catawba). McGuire 
and Catawba each have two reactors. Oconee has three reactors. The other 
joint owners of Catawba reimburse Duke Energy Carolinas for certain expenses 
associated with nuclear insurance per the Catawba joint owner agreements. 

Duke Energy Progress owns and operates the Robinson Nuclear Plant 
(Robinson), Brunswick and Harris. Robinson and Harris each have one reactor. 
Brunswick has two reactors. 

Duke Energy Florida owns Crystal River Unit 3, which has been retired. 
In the event of a loss, terms and amounts of insurance available might not 

be adequate to cover property damage and other expenses incurred. Uninsured 
losses and other expenses, to the extent not recovered by other sources, could 
have a material effect on Duke Energy Carolinas', Duke Energy Progress' and 
Duke Energy Florida's results of operations, cash flows or financial position. 
Each company is responsible to the extent losses may be excluded or exceed 
limits of the coverage available. 
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Nuclear Liability Coverage 

The Price-Anderson Act requires owners of nuclear reactors to provide for 
public nuclear liability protection per nuclear incident up to a maximum total 
financial protection liability. The maximum total financial protection liability, 
which is approximately $13.4 billion, is subject to change every five years for 
inflation and for the number of licensed reactors. Total nuclear liability coverage 
consists of a combination of private primary nuclear liability insurance coverage 
and a mandatory industry risk-sharing program to provide for excess nuclear 
liability coverage above the maximum reasonably available private primary 
coverage. The United States Congress could impose revenue-raising measures 
on the nuclear industry to pay claims. 

Primary Liability Insurance 

Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida 
have purchased the maximum reasonably available private primary nuclear 
liability insurance as required by law, which was $375 million per station. For 
incidents after January I, 2017, this primary nuclear liability insurance limit 
increased to $450 million per station. 

Excess Liability Program 

This program provides $13 billion of coverage per incident through the 
Price-Anderson Act's mandatory industrywide excess secondary financial 
protection program of risk pooling. This amount is the product of potential 
cumulative retrospective premium assessments of $127 million times the 
current 102 licensed commercial nuclear reactors in the U.S. Under this 
program, licensees could be assessed retrospective premiums to compensate 
for public nuclear liability damages in the event of a nuclear incident at any 
licensed facility in the U.S. Retrospective premiums may be assessed at a rate 
not to exceed $19 million per year per licensed reactor for each incident. The 
assessment may be subject to state premium taxes. 

Nuclear Property and Accidental Outage Coverage 

Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida 
are members of Nuclear Electric Insurance limited (NEIL), an industry 
mutual insurance company, which provides "all risk" property damage, 
decontamination and premature decommissioning insurance for each station 
for losses resulting from damage to its nuclear plants, either due to accidents 
or acts of terrorism. Additionally, NEIL provides some replacement power 
cost insurance for each station for losses in the event of a major accidental 
outage at an insured nuclear station. NEIL requires its members to maintain 
an investment grade credit rating or to ensure collectability of their annual 
retrospective premium obligation by providing a financial guarantee, letter 
of credit, deposit premium or other means of assurance. The companies 
are required each year to report to the NRC the current levels and sources 
of insurance that demonstrate it possesses sufficient financial resources to 
stabilize and decontaminate its reactors and reactor station sites in the event of 
an accident. 

Pursuant to regulations of the NRG, each company's property damage 
insurance policies provide that all proceeds from such insurance be applied, 
first, to place the plant in a safe and stable condition after a qualifying accident 
and second, to decontaminate the plant before any proceeds can be used for 
decommissioning, plant repair or restoration. 
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Losses resulting from acts of terrorism are covered as common 
occurrences, such that if terrorist acts occur against one or more commercial 
nuclear power plants insured by NEIL within a 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 currently $3.2 
billion. NEIL sublimits the total aggregate for all of their policies for non-nuclear 
terrorist events to approximately $1.83 billion. 

Each nuclear facility has accident property damage, decontamination and 
premature decommissioning liability insurance from NEIL with limits of $1.5 
billion, except for Crystal River Unit 3. Crystal River Unit 3's limit is $50 million 
and is on an actual cash value basis. All nuclear facilities except for Catawba 
and Crystal River Unit 3 also share an additional $1.25 billion nuclear accident 
insurance limit above their dedicated underlying limit. This shared additional 
excess limit is not subject to reinstatement in the event of a loss. Catawba has 
a dedicated $1.25 billion of additional nuclear accident insurance limit above its 
dedicated underlying limit. Catawba and Oconee also have an additional $750 
million of non-nuclear accident property damage limit. All coverages are subject 
to sublimits and significant deductibles. 

NEl~s Accidental Outage policy provides some replacement power cost 
insurance for losses in the event of a major accident property damage outage of 
a nuclear unit. Coverage is provided on a weekly limit basis after a significant 
waiting period deductible and at 100 percent of the available weekly limits for 
52 weeks and 80 percent of the available weekly limits for the next 110 weeks. 
Coverage is provided until these available weekly periods are met where the 
accidental outage policy limit will not exceed $490 million for McGuire, Catawba, 
Brunswick and Harris, $464 million for Oconee and $404 million for Robinson. 
NEIL sub limits the accidental outage recovery to the first 104 weeks of coverage 
not to exceed $328 million from non-nuclear accidental property damage. 
Coverage amounts decrease in the event more than one unit at a station is out 
of service due to a common accident. All coverages are subject to sublimits and 
significant deductibles. 

Potential Retroactive Premium Assessments 

In the event of NEIL losses, NEl~s board of directors may assess 
member companies retroactive premiums of amounts up to 10 times their 
annual premiums for up to six years after a loss. NEIL has never exercised 
this assessment. The maximum aggregate annual retrospective premium 

obligations for Duke Energy Carolinas, Duke Energy Progress and Duke Energy 
Florida are $164 million, $104 million and $1 million, respectively. Ouke Energy 
Carolinas' maximum assessment amount includes 100 percent of potential 
obligations to NEIL for jointly owned reactors. Duke Energy Carolinas would 
seek reimbursement from the joint owners for their portion of these assessment 
amounts. 

ENVIRONMENTAL 

The Duke Energy 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 

In addition to the ARO recorded as a result of various environmental 
regulations, discussed in Note 9, the Duke Energy Registrants are responsible 
for environmentafremediation at various sites. These include certain properties 
that are part of ongoing operations and sites formerly owned or used by Duke 
Energy entities. These sites are in various stages of investigation, remediation 
and monitorini> Managed in conjunction with relevant federal, state and 
local agencies, remediation activities vary based upon site conditions and 
location, remediation requirements, complexity and sharing of responsibility. 
If remediation activities involve joint and several liability provisions, strict 
liability, or cost recovery or contribution actions, the Duke Energy Registrants 
could potentially be held responsible for environmental impacts caused by 
other potentially responsible parties and may also benefit from insurance 
policies or contractual indemnities that cover some or all cleanup costs. 
Liabilities are recorded when losses become probable and are reasonably 
estimable. The total costs that may be incurred cannot be estimated because 
the extent of environmental impact, allocation among potentially responsible 
parties, remediation alternatives and/or regulatory decisions have not yet been 
determined at all sites. Additional costs associated with remediation activities 
are likely to be incurred in the future and could be significant. Costs are typically 
expensed as Operation, maintenance and other in the Consolidated Statements 
of Operations unless regulatory recovery of the costs is deemed probable. 

The following tables contain information regarding reserves for probable and estimable costs related to the various environmental sites. These reserves are 
recorded in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Ene'i) Progress Florida Ohio Indiana 

Balance at December 31, 2013 $ 74 $11 $17 $ 8 $ 19 $17 $ 7 
Provisions/adjustments 32 111 1 4 13) 28 4 
Cash reductions (14) 1111 (7) 14) 111 111 
Balance at December 31, 2014 92 10 17 5 12 54 10 
Provisions/adjustments 11 1 4 4 1 5 
Cash reductions 19) 111 14) 12) 12) 111 13) 

Balance at December 31, 2015 94 10 17 3 14 54 12 
Provisions/adjustments 19 4 7 2 4 7 1 
Cash reductions 115) 14) 16) (2) 14) 121 (3) 

Balance at December 31, 2016 $ 98 $JO $ 18 $ 3 $14 $ 59 $10 
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Additional losses in excess of recorded reserves that could be incurred for 
the stages of investigation, remediation and monitoring for environmental sites 
that have been evaluated at this time are not material except as presented in 
the table below. 

(in millions) 

Duke Energy $ 69 
Duke Energy Carolinas 22 
Duke Energy Ohio 36 
Duke Energy Indiana 7 

North Carolina and South Carolina Ash Basins 

In February 2014, a break in a stormwater pipe beneath an ash basin 
at Duke Energy Carolinas' retired Dan River Steam Station caused a release of 
ash basin water and ash into the Dan River. Duke Energy Carolinas estimates 
30,000 to 39,000 tons of ash and 24 million to 27 million gallons of basin 
water were released into the river. In July 2014, Duke Energy completed 
remediation work identified by the EPA and continues to cooperate with the 
EPA's civil enforcement process. Future costs related to the Dan River release, 
including future state or federal civil enforcement proceedings, future regulatory 
directives, natural resources damages, future claims or litigation and long-term 
environmental impact costs, cannot be reasonably estimated at this time. 

The North Carolina Department of Environmental Quality (NCDEQ) has 
historically assessed Duke Energy Carolinas and Duke Energy Progress with 
Notice of Violations (NOV) for violations that were most often resolved through 
satisfactory corrective actions and minor, if any, fines or penalties. Subsequent 
to the Dan River ash release, Duke Energy Carolinas and Duke Energy Progress 
have been served with a higher level of NOVs, including assessed penalties for 
violations at l.V. Sutton Combined Cycle Plant (Sutton) and Dan River Steam 
Station. Duke Energy Carolinas and Duke Energy Progress cannot predict 
whether the NCDEQ will assess future penalties related to existing unresolved 
NOVs and if such penalties would be material. See "NCDEQ Notices of Violation" 
section below for additional discussion. 

LITIGATION 

Duke Energy 

Duke Energy no longer has exposure to litigation matters related to the 
International Energy Disposal Group as a result of the divestiture of the business 
in December 2016. See Note 2 for additional information related to the sale of 
International Energy. 

Ash Basin Shareholder Derivative Litigation 

Five shareholder derivative lawsuits were filed in Delaware Chancery 
Court relating to the release at Dan River and to the management of Duke 
Energy's ash basins. On October 31, 2014, the five lawsuits were consolidated 
in a single proceeding titled In Re Duke Ener/I'f Corporation Coal Ash 
Derivative Litigation. On December 2, 2014, plaintiffs filed a Corrected Verified 
Consolidated Shareholder Derivative Complaint (Consolidated Complaint). The 
Consolidated Complaint names as defendants several current and former Duke 
Energy officers and directors (collectively, the "Duke Energy Defendants"). Duke 
Energy is named as a nominal defendant. 

The Consolidated Complaint alleges the Duke Energy Defendants 
breached their fiduciary duties by failing to adequately oversee Duke Energy's 
ash basins and that these breaches offiduciary duty may have contributed to 
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the incident at Dan River and continued thereafter. The lawsuit also asserts 
claims against the Duke Energy Defendants for corporate waste (relating to the 
money Duke Energy has spent and will spend as a result of the fines, penalties 
and coal ash removal) and unjust enrichment (relating to the compensation 
and director remuneration that was received despite these alleged breaches 
of fiduciary duty). The lawsuit seeks both injunctive relief against Duke Energy 
and restitution from the Duke Energy Defendants. On January 21, 2015, the 
Duke Energy Defendants filed a Motion to Stay and an alternative Motion to 
Dismiss. On August 31, 2015, the court issued an order staying the case which 
was lifted on March 24, 2016. On April 22, 2016, plaintiffs filed an Amended 
Verified Consolidated Shareholder Derivative Complaint (Amended Complaint) 
making the same allegations as in the Consolidated Complaint. The Duke Energy 
Defendants filed a motion to dismiss the Amended Complaint on June 21, 
2016. On December 14, 2016, the Delaware Chancery Court entered an order 
dismissing the Amended Complaint. Plaintiffs filed an appeal to the Delaware 
Supreme Court on January 9, 2017. Opening briefs were due by February 24, 
2017, and a date for oral argument has not been set. 

On March 5, 2015, shareholder Judy Mesirov filed a shareholder derivative 
complaint (Mesirov Complaint) in North Carolina state court. The lawsuit, styled 
Mesirov v. Good, was similar to the consolidated derivative action pending in 
Delaware Chancery Court and was filed against the same current directors 
and former directors and officers as the Delaware litigation. Duke Energy 
Corporation, Duke Energy Progress and Duke Energy Carolinas were named 
as nominal defendants. The Mesirov Complaint alleged that the Duke Energy 
Board of Directors was aware of Clean Water Act (CWA) compliance issues and 
failures to maintain structures in ash basins, but that the Board of Directors 
did not require Duke Energy Carolinas and Duke Energy Progress to take action 
to remedy deficiencies. The Mesirov Complaint further alleged that the Board 
of Directors sanctioned activities to avoid compliance with the law by allowing 
improper influence of the NCDEQ to minimize regulation and by opposing 
previously anticipated citizen suit litigation. The Mesirov Complaint sought 
corporate governance reforms and damages relating to costs associated with 
the Dan River release, remediation of ash basins that are out of compliance with 
the CWA and defending and payment of fines, penalties and settlements relating 
to criminal and civil investigations and lawsuits. On July 5, 2016, the plaintiff 
filed a Notice of Voluntary Dismissal Without Prejudice, closing this matter. 

In addition to the above derivative complaints, in 2014, Duke Energy 
received two shareholder litigation demand letters. The letters alleged that 
the members of the Board of Directors and certain officers breached their 
fiduciary duties by allowing the company to illegally dispose of and store coal 
ash pollutants. One of the letters also alleged a breach offiduciary duty in the 
decision-making relating to the leadership changes following the close of the 
Progress Energy merger in July 2012. 

By letter dated September 4, 2015, attorneys for the shareholders were 
informed that, on the recommendation of the Demand Review Committee 
formed to consider such matters, the Board of Directors concluded not to 
pursue potential claims against individuals. One of the shareholders, Mitchell 
Pinsly, sent a formal demand for records and Duke Energy has responded to this 
request. 

On October 30, 2015, shareholder Saul Bresalier filed a shareholder 
derivative complaint (Bresalier Complaint) in the U.S. District Court for the 
District of Delaware. The lawsuit alleges that several current and former Duke 
Energy officers and directors (Bresalier Defendants) breached their fiduciary 
duties in connection with coal ash environmental issues, the post-merger 
change in Chief Executive Officer (CEO) and oversight of political contributions. 
Duke Energy is named as a nominal defendant. The Bresalier Complaint 
contends that the Demand Review Committee failed to appropriately consider 
the shareholder's earlier demand for litigation and improperly decided not to 
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pursue claims against the Bresalier Defendants. The Bresalier Defen_dants filed 
a Motion to Dismiss the Bresalier litigation on January 15, 2Dl6. In l10u of a 
response to the Moflon to Dismiss, the plaintiff filed a Motion to Convert the 
Bresalier Defendants' Motion to Dismiss into a Motion for Summary Judgment 
and also for limited discovery. Following a hearing on June 15, 2Dl6, the court 
denied the plaintiff's Motion to Convert and is requiring the parties to complete 
briefing on the Bresalier Defendants' Motion to Dismiss. On July 29, 2Dl6, the 
Bresalier Defendants filed an Amended Motion to Dismiss. Oral argument on the 
Amended Motion to Dismiss was heard on December 2D, 2Dl6. As discussed 
below, an agreement-in-principle has been reached to settle the merger related 
claims in the Bresalier Complaint. 

It is not possible to predict whether Duke Energy will incur any liability or 
to estimate the damages, if any, it might incur in connection with these matters. 

Progress Energy Merger Shareholder Litigation 

Duke Energy, the 11 members of the Board of Directors who were also 
members of the pre-merger Board of Directors (Legacy Duke Energy Directors) 
and certain Duke Energy officers were defendants in a purported securities 
class-action lawsuit (Nieman v. Duke Energy Corporation, et al). This 
lawsuit consolidated three lawsuits originally filed in July 2012. The plaintiffs 
alleged federal Securities Act of 1933 and Securities _Exchange Act ot.1934. 
(Exchange Act) claims based on allegations of materially false and misleading 
representations and om·1ssions in the Reg·1stration Statement filed on July 7, . 
2Dll and purportedly incorporated into other documents, all m connect10n with 
the p;st-merger change in CEO. On August 15, 2D14, the parties reached an 
agreement in principle to settle the litigation. On March lD, 2015, the parties 
filed a Stipulation of Settlement and a Motion for Preliminary Approval of the 
Settlement. Under the terms of the agreement, Duke Energy agreed to pay $146 
million to settle the claim. On April 22, 2D15, Duke Energy made a payment 
of $25 million into the settlement escrow account. The remainder of $121 
million was paid by insurers into the settlement escrow account. The final order 
approving the settlement was issued on November 2, 2Dl5, thus closing the 
matter. 

On May 31, 2Dl3, the Delaware Chancery Court consolidated four 
shareholder derivative lawsuits filed in 2Dl2. The Court also appointed a lead 
plaintiff and counsel for plaintiffs and designated the case as In Re Duke Energy 
Corporation Derivative litigation (Merger Chancery Litigation). The lawsuit 
names as defendants the Legacy Duke Energy Directors. Duke Energy is named 
as a nominal defendant. The case alleges claims for breach of fiduciary duties 
of loyalty and care in connection with the post-merger change in CEO. 

Two shareholder Derivative Complaints, filed in 2Dl2 in federal district 
court in Delaware were consolidated as Tansey v. Rogers, et al. The case 
alleges claims ag~inst the Legacy Duke Energy Directors for breach of fiduciary 
duty and waste of corporate assets, as well as claims under Section 14(a) and 
2D(a) of the Exchange Act. Duke Energy is named as a nominal defendant. On 
December 21, 2Dl5, Plaintiff filed a Consolidated Amended Complaint asserting 
the same claims contained in the original complaints. 

The Legacy Duke Energy Directors have reached an agreement-in
principle to settle the Merger Chancery Litigation, conditioned on dismissal 
as well, of the Tansey v. Rogers, et al case and the merger related claims in 
the Bresalier Complaint discussed above, for a total of $27 million. The entire 
settlement amount is to be funded by insurance. The settlement amount, less 
court-approved attorney fees, will be payable to Duke Energy. The settlement is 
subject to the execution of definitive settlement documents and court approval. 

Price Reporting Cases 

Duke Energy Trading and Marketing, LLC (DETM), a non-operating Duke 
Energy affiliate, was a defendant, along with numerous other energy companies, 
in four class-action lawsuits and a fifth single-plaintiff lawsuit in a consolidated 
federal court proceeding in Nevada. Each of these lawsuits contained similar 
claims that defendants allegedly manipulated natural gas markets by various 
means, including providing false information to natural gas trade publications 
and entering into unlawful arrangements and agreements in violation of the 
antitrust laws of the respective states. Plaintiffs sought damages in unspecified 
amounts. In February 2Dl6, DETM reached agreements in principle to settle all of 
the pending lawsuits. Settlement of the single-plaintiff settlement was finalized 
and paid in March 2Dl6. The proposed settlement of the class-action lawsuits 
was submitted to the Court and preliminarily approved on January 26, 2Dl 7. The 
Court will consider final approval of the class settlement following notice to the 
class members. The settlement amounts are not material to Duke Energy. 

Duke Energy Carolinas and Duke Energy Progress 

NCOEQ Notice of Violation 

In August 2Dl4, NCDEQ issued an NOV for alleged groundwater violations 
at Duke Energy Progress' Sutton Plant. On March lD, 2Dl5, NCDEQ issued a civil 
penalty of approximately $25 million to Duke Energy Progress for environmental 
damages related to alleged groundwater contamination at the Sutton Plant. On 
April 9, 2Dl5, Duke Energy Progress filed a Petition for Contested Case hearing 
in the Office of Administrative Hearings. In February 2D15, NCDEQ issued an 
NOV for alleged groundwater violations at Duke Energy Progress' Asheville Plant. 
Duke Energy Progress responded to NCDEQ regarding this NOV. 
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On September 29, 2Dl5, Duke Energy Progress and Duke Energy Carolinas 
entered into a settlement agreement with NCDEQ resolving all former, current 
and future groundwater penalties at all Duke Energy Carolinas and Duke 
Energy Progress coal facilities in North Carolina. Under the agreement, Duke 
Energy Progress paid approximately $6 million and Duke Energy Carolinas paid 
approximately $1 million. In addition to these payments, Duke Energy Progress and 
Duke Energy Carolinas will accelerate remediation actions at the Sutton, Asheville, 
Belews Creek and H.F. Lee plants. The court entered a consent order resolving the 
contested case relafingto the Sutton Plant and NCDEQ rescinded the NOVs relating 
to alleged groundwater violations at both the Sutton and Asheville plants. 

On October 13, 2D15, the Southern Environmental Law Center (SELC), 
representing multiple conservation groups, filed a lawsuit in North Carolina 
Superior Court seeking judicial review of the order approving the settlement 
agreement with NCDEQ. The conservation groups contend that the AU exceeded 
his statutory authority in approving a settlement that provided for past, present 
and future resolution of groundwater issues at facilities which were not at ·issue 
in the penalty appeal. On December 18, 2D15, Duke Energy Carolinas and Duke 
Energy Progress filed a Motion to Dismiss the complaint. On February 12, 2D16, 
the AU entered a new order clarifying that the dismissal of the contested case 
only applied to the specific issues before the AU in the Petition for Contested 
Case. On March lD, 2016, the court dismissed the SELC lawsuit based on the 
AU's entry of the new order. 

On February 8, 2Dl6, the NCDEQ assessed a penalty of approximately 
$6.8 million, including enforcement costs, against Duke Energy Carolinas 
related to stormwater pipes and associated discharges at the Dan River Steam 
Station. Duke Energy Carolinas recorded a charge in December 2D15 for this 
penalty. In March 2016, Duke Energy Carolinas filed an appeal of this penalty. 
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On September 23, 2016, Duke Energy Carolinas entered into a settlement 
agreement with the NCDEQ, without admission of liability, under which Duke 
Energy Carolinas agreed to a payment of $6 million to resolve allegations 
underlying the asserted civil penalty related to the Dan River coal ash release 
and a March 4, 2016, NOV alleging unpermitted discharges at the facility. 

NCOEQ State Enforcement Actions 

In the first quarter of 2013, SELC sent notices of intent to sue Duke Energy 
Carolinas and Duke Energy Progress related to alleged CWA violations from coal 
ash basins at two of their coal-fired power plants in North Carolina. The NCDEQ 
filed enforcement actions against Duke Energy Carolinas and Duke Energy 
Progress alleging violations of water discharge permits and North Carolina 
groundwater standards. The cases have been consolidated and are being heard 
before a single judge. 

On August 16, 2013, the NCDEQ filed an enforcement action against Duke 
Energy Carolinas and Duke Energy Progress related to their remaining plants 
in North Carolina, alleging violations of the CWA and violations of the North 
Carolina groundwater standards. Both of these cases have been assigned to the 
judge handling the enforcement actions discussed above. SELC is representing 
several environmental groups who have been permitted to intervene in these 
cases. 

On July 10, 2015, Duke Energy Carolinas and Duke Energy Progress 
filed two Motions for Partial Summary Judgment in the case on the basis that 
there is no longer either a genuine controversy or disputed material facts 
about the relief for seven of the 14 North Carolina plants with coal ash basins. 
On September 14, 2015, the court granted the Motions for Partial Summary 
Judgment pending court approval of the terms through an order. On April 4, 
2016, the court issued an order granting Duke Energy Progress' Motion for 
Partial Summary Judgment for cases involving the H.F. Lee, Cape Fear and 
Weatherspoon plants. On June 1, 2016, the court issued an order granting 
Duke Energy Carolinas' and Duke Energy Progress' Motion for Partial Summary 
Judgment for cases involving the Asheville, Dan River, Riverbend and Sutton 
plants. The litigation is concluded for these seven plants. litigation continues 
for the remaining seven plants. In response to a motion for partial summary 
judgment on the groundwater claims filed by the environmental groups, on 
October 17, 2016, Duke Energy Carolinas and Duke Energy Progress filed a 
cross-motion for partial summary judgment on the groundwater claims. On 
February 13, 2Dl7, the court issued an order denying both the environmental 
groups' motion for partial summary judgment and Duke Energy Carolinas and 
Duke Energy Progress' cross-motion for partial summary judgment. 

It is not possible to predict any liability or estimate any damages Duke 
Energy Carolinas or Duke Energy Progress might incur in connection with these 
matters. 

Federal Citizens Suits 

On June 13, 2Dl6, the Roanoke River Basin Association filed a federal 
citizen suit in the Middle District of North Carolina alleging unpermitted 
discharges to surtace water and groundwater violations at the Mayo Plant. On 
August 19. 2Dl6, Duke Energy Progress filed a Motion to Dismiss the complaint 
and a decision is pending. It is not possible to predict whether Duke Energy 
Progress will incur any liability or to estimate the damages, if any, they might 
incur in connection with this matter. 

Five previously filed cases involving the Riverbend, Cape Fear, H.F. Lee, 
Sutton and Buck plants have been dismissed or settled during 2Dl6. 
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North Carolina Ash Basin Grand Jury Investigation 

As a result of the Dan River ash basin water release discussed 
above, NCDEQ issued a NOV and Recommendation of Assessment of Civil 
Penalties with respect to this matter on February 28, 2014, which the 
company responded to on March 13, 2Dl4. Duke Energy and certain Duke 
Energy employees received subpoenas issued by the United States Attorney 
for the Eastern District of North Carolina in connection with a criminal 
investigation related to all 14 of the North Carolina facilities with ash basins 
and the nature of Duke Energy's contacts with NCDEQ with respect to those 
facilities. This was a multidistrict investigation that also involves state law 
enforcement authorities. 

On February 20, 2015, Duke Energy Carolinas, Duke Energy Progress 
and Duke Energy Business Services, LLC (DEBS), a wholly owned subsidiary 
of Duke Energy, each entered into Plea Agreements in connection with 
the investigation initiated by the United States Department of Justice 
Environmental Crimes Section and the United States Attorneys for the Eastern 
District of North Carolina, the Middle District of North Carolina and the Western 
District of North Carolina (collectively, USDOJ). On May 14, 2015, the United 
States District Court for the Eastern District of North Carolina approved the 
Plea Agreements. 

Under the Plea Agreements, DEBS and Duke Energy Progress pleaded 
guilty to four misdemeanor CWA violations related to violations at Duke Energy 
Progress' H.F. Lee Steam Electric Plant, Cape Fear Steam Electric Plant and 
Asheville Steam Electric Generating Plant. Duke Energy Carolinas and DEBS 
pleaded guilty to five misdemeanor CWA violations related to violations at 
Duke Energy Carolinas' Dan River Steam Station and Riverbend Steam Station. 
DEBS, Duke Energy Carolinas and Duke Energy Progress also agreed (i) to a 
five-year probation period, (ii) to pay a total of approximately $68 million in 
fines and restitution and $34 million for community service and mitigation 
(the Payments), (iii) to fund and establish environmental compliance plans 
subject to the oversight of a court-appointed monitor in addition to certain other 
conditions set out in the Plea Agreements. Duke Energy Carolinas and Duke 
Energy Progress also agree to each maintain $25D million under their Master 
Credit Facility as security to meet their obligations under the Plea Agreements. 
Payments under the Plea Agreements will be borne by shareholders and are not 
tax deductible. Duke Energy Corporation has agreed to issue a guarantee of all 
payments and pertormance due from DEBS, Duke Energy Carolinas and Duke 
Energy Progress, including but not limited to payments for fines, restitution, 
community service, mitigation and the funding of, and obligations under, the 
environmental compliance plans. As a result of the Plea Agreements, Duke 
Energy Carolinas and Duke Energy Progress recognized charges of $72 million 
and $3D million, respectively, in Operation. maintenance and other on the 
Consolidated Statements of Operations and Comprehensive Income during 
2014. Payment of the amounts relating to fines and restitution were made 
between May and July 2015. The Plea Agreements do not cover pending civil 
claims related to the Dan River coal ash release and operations at other North 
Carolina coal plants. 

On May 14, 2Dl5, Duke Energy reached an Interim Administrative 
Agreement with the U.S. Environmental Protection Agency Office of Suspension 
and Debarment that avoids debarment of DEBS, Duke Energy Carolinas or 
Duke Energy Progress with respect to all active generating facilities. The 
Interim Administrative Agreement imposes a number of requirements relating 
to environmental and ethical compliance, subject to the oversight of an 
independent monitor. 
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Potential Groundwater Contamination Claims 

Beginning in May 2015, a number of residents living in the vicinity of 
the North Carolina facilities with ash basins received letters from the NCOEQ 
advising them not to drink water from the private wells on their land tested by 
the NCDEQ as the samples were found to have certain substances at levels 
higher than the criteria set by the North Carolina Department of Health and 
Human Services (DHHS). The criteria, in some cases, are considerably more 
stringent than federal drinking water standards established to protect human 
health and welfare. The North Carolina Coal Ash Management Act of 2014, 
as amended, (Coal Ash Act) requires additional groundwater monitoring and 
assessments for each of the 14 coal-fired plants in North Carolina, including 
sampling of private water supply wells. The data gathered through these 
Comprehensive Site Assessments (CSAs) will be used by NCDEQ to determine 
whether the water quality of these private water supply wells has been adversely 
impacted by the ash basins. Duke Energy has submitted CSAs documenting 
the results of extensive groundwater monitoring around coal ash basins at all 
14 of the plants with coal ash basins. Generally, the data gathered through the 
installation of new monitoring wells and soil and water samples across the 
state have been consistent with historical data provided to state regulators over 
many years. The DHHS and NCDEQ sent follow-up letters on October 15, 2015, 
to residents near coal ash basins who have had their wells tested, stating that 
private well samplings at a considerable distance from coal ash basins, as 
well as some municipal water supplies, contain similar levels of vanadium and 
hexavalent chromium which leads investigators to believe these constituents are 
naturally occurring. In March 2016, DHHS rescinded the advisories. 

Duke Energy Carolinas and Duke Energy Progress have received formal 
demand letters from residents near Duke Energy Carolinas' and Duke Energy 
Progress' coal ash basins. The residents claim damages for nuisance and 
diminution in property value, among other things. The parties held three days 
of mediation discussions which ended at impasse. On January 6, 2017, Duke 
Energy Carolinas and Duke Energy Progress received the plaintiffs' notice of 
their intent to file suits should the matter not settle. The NCDEQ preliminarily 
approved Duke Energy's permanent water solution plans on January 13, 2017, 
and as a result shortly thereafter, Duke Energy issued a press release, providing 
additional details regarding the homeowner compensation package. This 
package consists of three components: (i) a $5,000 goodwill payment to each 
eligible well owner to support the transition to a new water supply, (ii) where 
a public water supply is available and selected by the eligible well owner, a 
stipend to cover 25 years of water bills and (iii) the Property Value Protection 
Plan. The Property Value Protection Plan is a program offered by Duke Energy 
designed to guarantee eligible plant neighbors the fair market value of their 
residential property should they decide to sell their property during the time 
which the plan is offered. Duke Energy Carolinas and Duke Energy Progress 
recognized charges of $18 million and $4 million, respectively, in Operation, 
maintenance and other on the Consolidated Statements of Operations and 
Comprehensive Income in December 2016. 

It is not possible to estimate the maximum exposure of loss, if any, that 
may occur in connection with claims which might be made by these residents. 

Duke Energy Carolinas 

Asbestos-related Injuries and Damages Claims 

Duke Energy Carolinas has experienced numerous claims for 
indemnification and medical cost reimbursement related to asbestos exposure. 
These claims relate to damages for bodily injuries alleged to have arisen from 
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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, 2016, there were 121 asserted claims for non-malignant cases 
with the cumulative relief sought of up to $32 million and 58 asserted claims for 
malignant cases with the cumulative relief sought of up to $16 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. 

Duke Energy Carolinas has recognized asbestos-related reserves of $512 
million and $536 million at December 31, 2016 and 2015, respectively. These 
reserves are classified in Other within Deferred Credits and other Liabilities 
and Other within Current Liabilities on the Consolidated Balance Sheets. These 
reserves are based upon the minimum amount of the range of loss for current 
and future asbestos claims through 2036, are recorded on an undiscounted 
basis and incorporate anticipated inflation. In light of the uncertainties inherent 
in a longer-term forecast, management does not believe they can reasonably 
estimate the indemnity and medical costs that might be incurred after 2036 
related to such potential claims. It is possible Duke Energy Carolinas may incur 
asbestos liabilities in excess of the recorded reserves. 

Duke Energy Carolinas has third-party insurance to cover certain losses 
related to asbestos-related injuries and damages above an aggregate self
insured retention. Duke Energy Carolinas' cumulative payments began to exceed 
the self-insurance retention in 2008. Future payments up to the policy limit will 
be reimbursed by the third-party insurance carrier. The insurance policy limit 
for potential future insurance recoveries indemnification and medical cost claim 
payments is $814 million in excess of the self-insured retention. Receivables 
tor insurance recoveries were $587 million and $599 million at December 31, 
2016 and 2015, respectively. These amounts are classified in Other within 
Investments and other Assets and Receivables on the Consolidated Balance 
Sheets. Duke Energy Carolinas is not aware of any uncertainties regarding 
the legal sufficiency of insurance claims. Duke Energy Carolinas believes the 
insurance recovery asset is probable of recovery as the insurance carrier 
continues to have a strong financial strength rating. 

Duke Energy Progress and Duke Energy Florida 

Spent Nuclear Fuel Matters 

On October 16, 2014, Duke Energy Progress and Duke Energy Florida sued 
the U.S. in the U.S. Court of Federal Claims. The lawsuit claimed the Department 
of Energy breached a contract in failing to accept spent nuclear fuel under the 
Nuclear Waste Policy Act ol 1982 and asserted damages for the cost of on-site 
storage. Duke Energy Progress and Duke Energy Florida asserted damages for 
the period January 1, 2011 through December 31, 2013, of $48 million and $25 
million, respectively. Claims for all periods prior to 2011 have been resolved. 
Additional claims are likely to be filed after the current litigation is resolved. 
Trial has been setfor June 2017. Duke Energy Progress and Duke Energy Florida 
cannot predict the outcome of this matter. 

Duke Energy Florida 

Class-Action Lawsuit 

On February 22, 2016, a lawsuit was filed in the U.S. District Court for the 
Southern District of Florida on behalf of a putative class of Duke Energy Florida 
and FP&~s customers in Florida. The suit alleges the State of Florida's nuclear 
power plant cost recovery statutes (NCRS) are unconstitutional and pre-empted 
by federal law. Plaintiffs claim they are entitled to repayment of all money 
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paid by customers of Duke Energy Florida and FP&l as a result of the NCRS, 
as well as an injunction against any future charges under those statutes. The 
constitutionality of the NCRS has been challenged unsuccessfully in a number of 
prior cases on alternative grounds. Duke Energy Florida and FP&L filed motions 
to dismiss the complaint on May 5, 2016. On September 21, 2016, the Court 
granted the motions to dismiss with prejudice. Plaintiffs filed a motion for 
reconsideration, which was denied. On Janual)' 4, 2017, plaintiffs filed a notice 
of appeal. Duke Energy Florida cannot predict the outcome of this appeal. 

Westinghouse Contract Litigation 

On March 28, 2014, Duke Energy Florida filed a lawsuit against 
Westinghouse in the U.S. District Court for the Western District of North Carolina. 
The lawsuit seeks recovel)' of $54 million in milestone payments in excess of 
work performed under the terminated EPC for Levy as well as a determination 
by the court of the amounts due to Westinghouse as a result of the termination 
of the EPC. Duke Energy Florida recognized an exit obligation as a result of the 
termination of the EPC contract. 

On March 31, 2D14, Westinghouse filed a lawsuit against Duke Energy 
Florida in U.S. District Court for the Western District of Pennsylvania. The 
Pennsylvania lawsuit alleged damages under the EPC in excess of $51D million 
for engineering and design work, costs to end supplier contracts and an alleged 
termination fee. 

On June 9, 2014, the judge in the North Carolina case ruled that the 
litigation will proceed in the Western District of North Carolina. On July 11, 2016, 
Duke Energy Florida and Westinghouse filed separate Motions for Summa!)' 
Judgment. On September 29, 2016, the court issued its ruling on the parties' 
respective Motions for Summa!)' Judgment, ruling in favor of Westinghouse 
on a $3D million termination fee claim and dismissing Duke Energy Florida's 
$54 million refund claim, but stating that Duke Energy Florida could use the 
refund claim to offset any damages for termination costs. Westinghouse's claim 
for termination costs was unaffected by this ruling and continued to trial. At 
trial, Westinghouse reduced its claim for termination costs from $482 million to 
$424 million. 

Following a trial on the matter, the court issued its final order in December 
2016 denying Westinghouse's claim for termination costs and re-affirming 
its earlier ruling in favor of Westinghouse on the $30 million termination fee 
and Duke Energy Florida's refund claim. Judgment was entered against Duke 
Energy Florida in the amount of approximately $34 million, which includes pre
judgment interest. Westinghouse has appealed the trial court's order and Duke 
Energy Florida has cross-appealed. 

It is not possible to predict the ultimate outcome of the appeal of the trial 
court's order. Ultimate resolution of these matters could have a material effect 
on the results of operations, financial position or cash flows of Duke Energy 
Florida. However, appropriate regulatol)' recovel)' will be pursued for the retail 
portion of any costs incurred in connection with such resolution. 

MGP Cost Recovery Action 

On December 30, 2011, Duke Energy Florida filed a lawsuit against 
FirstEnergy Corp. (FirstEnergy) to recover investigation and remediation costs 
incurred by Duke Energy Florida in connection with the restoration of two former 
MGP sites in Florida. Duke Energy Florida alleged that FirstEnergy, as the 
successor to Associated Gas & Electric Co., owes past and future contribution 
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and response costs of up to $43 million for the investigation and remediation 
of MGP sites. On December 6, 2016, the trial court entered judgment against 
Duke Energy Florida in the case. In Janual)' 2Dl 7, Duke Energy Florida appealed 
the decision to the U.S. Court of Appeals for the 6th Circuit. Duke Energy Florida 
cannot predict the outcome of this appeal. 

Duke Energy Ohio 

Antitrust Lawsuit 

In Janual)' 2DD8, four plaintiffs, including individual, industrial and 
nonprofit customers, filed a lawsuit against Duke Energy Ohio in federal court 
in the Southern District of Ohio. Plaintiffs alleged Duke Energy Ohio conspired 
to provide inequitable and unfair price advantages for certain large business 
consumers by entering into nonpublic option agreements in exchange for 
their withdrawal of challenges to Duke Energy Ohio's Rate Stabilization Plan 
implemented in early 2005. In March 2014, a federal judge certified this matter 
as a class action. Plaintiffs alleged claims of antitrust violations under the 
federal Robinson Patman Act as well as fraud and conspiracy allegations under 
the federal Racketeer Influenced and Corrupt Organizations statute and the Ohio 
Corrupt Practices Act. 

During 2015, the parties received preliminal)' court approval of a 
settlement agreement. Duke Energy Ohio recorded a litigation settlement reserve 
of $81 million classified in Other within Current liabilities on the Consolidated 
Balance Sheet at December 31, 2015. Duke Energy Ohio also recognized a 
pretax charge of $81 million in (loss) Income From Discontinued Operations, net 
of tax in the Consolidated Statements of Operations and Comprehensive Income 
for the yearended December 31, 2015. Thesettlement agreement was approved 
at a federal court hearing on April 19, 2016. Distribution of the settlement 
checks was approved by the court in Janual)' 2017. See Note 2 for further 
discussion on the Midwest Generation Exit. 

W.C. Beckjord Fuel Release 

On August 18, 2Dl4, approximately 9,000 gallons offuel oil were 
inadvertently discharged into the Ohio River during a fuel oil transfer at the W.C. 
Beckjord generating station. The Ohio Environmental Protection Agency issued a 
NOV related to the discharge. On November 22, 2016, Duke Energy Ohio entered 
into a plea agreement with the U.S. Attorney for the Southern District of Ohio. 
Terms of the agreement include a misdemeanor violation of the CWA, a fine of 
$1 million and a $!DD thousand contribution to the Foundation for Ohio River 
Education, which were paid in fourth quarter 2016. Duke Energy Ohio has also 
reimbursed government and private entities for approximately $1 million of 
costs incurred as a result of the fuel release. 

Duke Energy Indiana 

Benton County Wind Farm Dispute 

On December 16, 2013, Benton County Wind Farm LLC (BCWF) filed 
a lawsuit against Duke Energy Indiana seeking damages for past generation 
losses totaling approximately $16 million alleging Duke Energy Indiana violated 
its obligations under a 2D06 PPA by refusing to offer electricity to the market at 
negative prices. Damage claims continue to increase during times that BCWF 
is not dispatched. Under 2013 revised MISO market rules, Duke Energy Indiana 
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is required to make a price offer to MISO for the power it proposes to sell into 
MISO markets and MISO determines whether BCWF is dispatched. Because 
market prices would have been negative due to increased market participation, 
Duke Energy Indiana determined it would not bid at negative prices in order to 
balance customer needs against BCWF's need to run. BCWF contends Duke 
Energy Indiana must bid at the lowest negative price to ensure dispatch, 
while Duke Energy Indiana contends it is not obligated to bid at any particular 
price, that it cannot ensure dispatch with any bid and that is has reasonably 
balanced the parties' interests. On July 6, 2015, the U.S. District Court for the 
Southern District of Indiana entered judgment against BCWF on all claims. 
BCWF appealed the decision and on December 9, 2016, the appeals court ruled 
in favor of BCWF. The matter has been remanded to a lower court to determine 
damages. Duke Energy Indiana cannot predict the outcome of this matter. 
Ultimate resolution of this matter could have a material effect on the results of 
operations, financial position or cash flows of Duke Energy Indiana. However, 
appropriate regulatory recovery will be pursued for the retail portion of any costs 
incurred in connection with such resolution. 

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 
significant amounts. The Duke Energy Registrants believe the final disposition of 
these proceedings will not have a material effect on their results of operations, 
cash flows or financial position. 

The table below presents recorded reserves based on management's best 
estimate of probable loss for legal matters, excluding asbestos-related reserves 
and the exit obligation discussed above related to the termination of an EPC 
contract. Reserves are classified on the Consolidated Balance Sheets in Other 
within Deferred Credits and other Liabilities and Accounts payable and Other 
within Current Liabilities. The reasonably possible range of loss in excess of 
recorded reserves is not material, other than as described above. 

Contract 
(in millions) Expiration 
Duke Energy Progress(ai 2019-2031 
Duke Energy Floridatlll 2021-2043 
Duke Energy Ohio(c~lfl 2018 

(a) Contracts represent between 15 percent and 100 percent of net plant output. 
(bl Contracts represent between 81 percent and 100 percent of net plant output. 

Gas Supply and Capacity Contracts 

2017 

$ 66 
341 
203 

Duke Energy and Duke Energy Ohio routinely enter into long-term gas 
supply commodity and capacity commitments and other agreements that 
commit future cash flows to acquire services needed in their businesses. These 
commitments include pipeline and storage capacity contracts and natural gas 
supply contracts to provide service to customers. Costs arising from the natural 
gas supply commodity and capacity commitments, while significant, are pass
through costs to customers and are generally fully recoverable through the fuel 
adjustment or PGA procedures and prudence reviews in North Carolina and South 
Carolina and under the Tennessee Incentive Plan in Tennessee. In the Midwest, 
these costs are recovered via the Gas Cost Recovery Rate in Ohio or the Gas 
Cost Adjustment Clause in Kentucky. The time periods for fixed payments under 

$ 

December 31, 

(in millions) 2016 2015 

Reserves for Legal Matters 
Duke Energy $ 98 $156 
Duke Energy Carolinas 23 11 
Progress Energy 59 54 
Duke Energy Progress 14 6 
Duke Energy Florida 28 31 
Duke Energy Ohio 4 80 

OTHER COMMITMENTS AND CONTINGENCIES 

General 

As part of their normal business, the Duke Energy Registrants are party 
to various financial guarantees, pertormance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various 
subsidiaries, investees and other third parties. These guarantees involve 
elements of pertormance and credit risk, which are not fully recognized on the 
Consolidated Balance Sheets and have unlimited maximum potential payments. 
However, the Duke Energy Registrants do not believe these guarantees will have 
a material effect on their results of operations, cash flows or financial position. 

Purchase Obligations 

Purchased Power 

Duke Energy Progress, Duke Energy Florida and Duke Energy Ohio have 
ongoing purchased power contracts, including renewable energy contracts, with 
other utilities, wholesale marketers, co-generators and qualified facilities. These 
purchased power contracts generally provide for capacity and energy payments. 
In addition, Duke Energy Progress and Duke Energy Florida have various 
contracts to secure transmission rights. 

The following table presents executory purchased power contracts with 
terms exceeding one year, excluding contracts classified as leases. 

Minimum Purchase Amount at December 31, 2016 

2018 2019 2020 2021 Thereafter 

67 $ 67 $ 50 $ 51 $ 
357 377 394 376 
89 

(c) Contracts represent between 1 percent and 11 percent of net plant output. 
(d) Excludes PPA with OVEC. See Note 17 for additional information. 

267 
1,211 

Total 

$ 568 
3,056 

292 

pipeline and storage capacity contracts are up to 19 years. The time periods for 
fixed payments under natural gas supply contracts are up to three years. The 
time period for the natural gas supply purchase commitments is up to 15 years. 
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Certain storage and pipeline capacity contracts require the payment of 
demand charges that are based on rates approved by the FERG in order to 
maintain rights to access the natural gas storage or pipeline capacity on a 
firm basis during the contract term. The demand charges that are incurred in 
each period are recognized in the Consolidated Statements of Operations and 
Comprehensive Income as part of natural gas purchases and are included in 
Cost of natural gas. 



PART II 

KyPSCCase No. 2017-00.321 
FR 16(7)(1) Attachment - Annual Report 2016 

Page 156 of258 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • PROGRESS ENERGY, INC. • 
DUKE ENERGY PROGRESS, LLC • DUKE ENERGY FLORIDA, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, LLC 

Combined Notes to Consolidated Financial Statements- (Continued) 

The following table presents future unconditional purchase obligations 
under natural gas supply and capacity contracts as of December 31, 2016. 

(in millions) Duke Energy Duke Energy Ohio 
2017 $ 371 $ 52 
2018 308 35 
2019 286 26 
2020 269 22 
2021 267 22 
Thereafter 1,595 7 

Total $ 3,096 $ 164 

Operating and Capital Lease Commitments 

The Duke Energy Registrants lease office buildings, railcars, vehicles, 
computer equipment and other property and equipment with various terms 
and expiration dates. Additionally, Duke Energy Progress has a capital lease 
related to firm gas pipeline transportation capacity. Duke Energy Progress and 
Duke Energy Florida have entered into certain purchased power agreements, 

which are classified as leases. Consolidated capitalized lease obligations 
are classified as Long-Term Debt or Other within Current Liabilities on the 
Consolidated Balance Sheets. Amortization of assets recorded under capital 
leases is included in Depreciation and amortization and Fuel used in electric 
generation 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. 

Years Ended December 31, 

(in millions) 2016 2015 2014 
Duke Energy $242 $313 $ 350 
Duke Energy Carolinas 45 41 41 
Progress Energy 140 230 257 
Duke Energy Progress 68 149 161 
Duke Energy Florida 72 81 96 
Duke Energy Ohio 16 13 17 
Duke Energy Indiana 23 2D 21 

The following table presents future minimum lease payments under operating leases, which at inception had a non-cancelable term of more than one year. 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

Un millions} Energy Carolinas Energy Progress Florida Ohio Indiana 

2017 $ 218 $ 41 $ 129 $ 75 $ 54 $12 $20 
2018 205 35 126 73 53 11 17 
2019 181 27 120 68 52 7 11 
2D20 164 23 109 58 51 6 10 
2021 134 17 91 43 48 4 6 
Thereafter 948 52 602 379 223 7 9 

Total $1,850 $195 $ 1,177 $696 $481 $47 $73 

The following table presents future minimum lease payments under capital leases. 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

2017 $ 148 $ 6 $ 46 $ 21 $ 25 $ 4 $ 1 
2018 154 6 46 21 25 3 2 
2019 154 6 45 20 25 1 
2020 159 5 46 22 25 
2021 163 1 45 2D 25 
Thereafter 784 3D 322 25D 71 41 
Minimum annual payments 1,562 54 550 354 196 8 47 
Less: amount representing interest (462) (32) (265) (212) (53) (1) (36) 

Total $ 1.IDD $ 22 $ 285 $ 142 $ 143 $ 7 $11 
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6. DEBT AND CREDIT FACILITIES 

SUMMARY OF DEBT AND RELATED TERMS 

The following tables summarize outstanding debt. 

(in millions) 

Unsecured debt, maturing 2011 - 2073 
Secured debt, maturing 2011- 2031 
First mortgage bonds, maturing 2017 - 2046\31 

Capital leases, maturing 2018 - 2051 !bl 

Tax-exempt bonds, maturing 2017 - 2041(cl 
Notes payable and commercial paper'dl 
Money pool/intercompany borrowingslel 
Fair value hedge carrying value adjustment 
Unamortized debt discount and premium, netm 
Unamortized debt issuance costsW 

Total debt 
Short-term notes payable and commercial paper 
Short-term money pool/intercompany borrowings 
Current maturities of long-term deb~h> 
Total long-term deb~hl 

Weighted 
Average 

Interest Rate 

4.30o/o 
2.60o/o 
4.Slo/o 
4.48o/o 
2.841}'0 
l.Olo/o 

4.07°!o 

Duke 
Energy 

$ 17,812 
3,909 

21,879 
1,100 
1,053 
3,112 

6 
1,753 
1242) 

$ 50,382 

12,487) 

12,319) 
$ 45,576 

{a) Substantially all electric utility property is mortgaged under mortgage bond indentures. 

December 31, 2016 

Duke Duke 
Energy Progress Energy 

Carolinas Energy Progress 

$ 1,150 $ 3,551 $ 
425 1,819 300 

7,410 10,800 6,425 
22 285 142 

355 48 48 

300 1,902 150 
6 

(20) (31) (16) 
145) (104) (38) 

$ 9,603 $18,270 $ 7,011 

1729) 
(116) 1778) 1452) 

$ 9,487 $16,763 $ 6,559 

Duke Duke 
Energy Energy 
Florida Ohio 

$ 150 $ 810 
1,519 
4,375 1,000 

143 7 
77 

297 41 

(10) (28) 
(52) 17) 

$ 6,422 $ 1,900 

1297) (16) 
1326) Ill 

$ 5,799 $ 1,883 

Duke 
Energy 

Indiana 

$ 415 

2,669 
11 

572 

150 

(9) 
(22) 

$ 3,786 

13) 
$ 3,783 

(b) Duke Energy includes $98 million and $670 million of capital lease purchase accounting adjustments related to Duke Energy Progress and Duke Energy Florida, respectively, related to power purchase agreements that are not 
accounted for as capital leases in their respective financial statements because of grandfathering provisions in GAAP. 

(c) Substantially all tax-exempt bonds are secured by first mortgage bonds or letters of credit. 
(dJ Includes $625 million that was classified as Long-Term Debt on the Consolidated Balance Sheets due to the exlstence of long-term credit facilities that backstop tllese commercial paper balances, along with Duke Energy's 

ability and Intent to refinance these balances on a long-term basis. The weighted average days to maturity for Duke Energy and Piedmont's commercial paper programs were 14 days and eight days, respectively. 
(e) Progress Energy amount includes a $1 billion intercompany loan related to the sale of the International Disposal Group. See Note 2 for further discussion of the sale. 
(0 Duke Energy includes $1,653 million and $197 million in purchase accounting adjustments related to Progress Energy and Piedmont, respectively. 
(g) Duke Energy includes $53 million in purchase accounting adjustments primarily related to the merger with Progress Energy. 
(h) Refer to Note 17 for additional information on amounts from consolidated VI Es. 
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(in millions) 

Unsecured debt, maturing 2016 - 2073 
Secured debt, maturing 2016 - 2037 
First mortgage bonds, maturing 2016 - 2045(al 
Capital leases, maturing 2016 - 2051lbl 
Tax-exempt bonds, maturing 2017 - 2041ici 
Notes payable and commercial paper~i 
Money pool/intercompany borrowings 
Fair value hedge carrying value adjustment 
Unamortized debt discount and premium, ne~~l 
Unamortized debt issuance costsm 

Total debt 

Short-term notes payable and commercial paper 
Short-term money pooVintercompany borrowings 
Current maturities of long-term debtw 
Total long-term debt• 

Weighted 
Average 

Interest Rate 

4.68% 
2.37% 
4.74% 
5.39% 
2.59% 
0.88% 

4.15% 

Duke 
Energy 

$ 12,960 
2,361 

18,980 
1,335 
1,053 
4,258 

6 
1.)12 
1164) 

$ 42,501 

13,633) 

12,026) 
$ 36,842 

(al Substantially all electric utility property is mortgaged under mortgage bond indentures. 

Duke 
Energy 

Carolinas 

$ 1,152 
425 

6,161 
24 

355 

300 
6 

(17) 
139) 

$ 8,367 

1356) 
$ 8,011 

December 31, 2015 

Duke 
Progress Energy 

Energy Progress 

$ 3,850 $ 
479 254 

9.)50 5,975 
300 144 

48 48 

1.458 359 

128) (16) 
185) 1371 

$ 15.)72 $ 6.727 

(1,308) 1209) 
1315) 12) 

$ 14.149 $ 6,516 

Duke Duke Duke 
Energy Energy Energy 
Florida Ohio Indiana 

$ 150 $ 765 $ 740 
225 

3.)75 750 2,319 
156 13 14 

77 572 

813 128 150 

18) 128) 18) 
132) 14) (19) 

$ 5,079 $ 1.)01 $ 3.)68 

1813) (103) 
113) (106) 1547) 

$ 4,253 $ 1.492 $ 3,221 

(bl Duke Energy includes $114 million and $731 million of capital lease purchase accounting adjustments related to Duke Energy Progress and Duke Energy Florida, respectively, related to power purchase agreements lhat are not 
accounted for as capital leases in their respective financial statements because of grandfathering provisions in GAAP. 

(c) Substantially all tax-exempt bonds are secured by first mortgaga bonds or letters ofcredil 
(d) Includes $625 million that was classified as Long-Tenn Debt on lhe Consolidated Balance Sheets due to Iha existence of !ong-tenn credit facilities that backstop these commercial paper balances, along wilh Duke Energy's 

ability and intent to refinance lhese balances on a long-term basis. The weighted average days to maturity for commercial paper was 15 days. 
(el Duke Energy includes $1,798 million in purchase accounting adjustments related to the merger with Progress Energy. 
{f) Duke Energy includes $59 million in purchase accounting adjustments primarily related to the merger with Progress Energy. 
{g) Refer to Note 17 for additional information on amounts from consolidated VIEs. 

CURRENT MATURITIES OF LONG-TERM DEBT 

The following table shows the significant components of Current maturities of Long-Term Debt on the Consolidated Balance Sheets. The Duke Energy Registrants 
currently anticipate satisfying these obligations with cash on hand and proceeds from additional borrowings. 

(in millions) Maturity Date Interest Rate December 31, 2016 

Unsecured Debt 
Duke Energy {Parent) April 2017 1.226% $ 400 
Duke Energy (Parent) August2017 1.625% 700 
Piedmont Natural Gas September 2017 8.510% 35 
First Mortgage Bonds 
Duke Energy Progress March 2017 1.146% 250 
Duke Energy Florida September2017 5.800% 250 
Duke Energy Progress November 2017 1.111% 200 
Secured 
Duke Energy June 2017 2.365% 45 
Duke Energy June 2017 2.260% 34 
Tax-exempt Bonds 
Duke Energy Carolinas Februa~ 2017 3.600% 77 
Duke Energy Carolinas Februa~ 2017 0.810% 10 
Duke Energy Carolinas Februa~ 2017 0.790% 25 
Otherai 293 
Current maturities of long-term debt $ 2,319 

(al Includes capital lease obligations, amortizing debt and small bullet maturities. 
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Maturities and Call Options 

The following table shows the annual maturities of long-term debt for the next five years and thereafter. Amounts presented exclude short-term notes payable 
and commercial paper and money pool borrowings for the Subsidiary Registrants. 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) EnergyM Carolinas Energy Progress Florida Ohio Indiana 

2017 $ 2,319 $ 116 $ 778 $ 452 $ 326 $ 1 $ 3 
2018 3,466 1,629 559 561 3 3 
2019 3,316 5 1,992 902 292 551 63 
2020 2,112 755 469 152 319 25 653 
2021 3,699 501 1,473 602 372 49 70 
Thereafter 31,090 6,597 12,270 4,903 4,255 1,255 2,994 
Total long-term debt, including current maturities $ 46,002 $ 9,603 $17,541 $ 7,011 $ 6,125 $ 1,884 $ 3,786 

lal E>:cludes $1,BSJ million in purchase accounting adjustments related to the Progress Ener~ merger and the Piedmont acquisition. 

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. 

Short-Term Obligations Classified as Long-Term Debt 

Tax-exempt bonds that may be put to the Duke Energy Registrants at the option of the holder and certain commercial paper issuances and money pool 
borrowings are classified as Long-Term Debt on the Consolidated Balance Sheets. These tax-exempt bonds, commercial paper issuances and money pool borrowings, 
which are short-term obligations by nature, are classified as long term due to Duke Energy's intent and ability to utilize such borrowings as long-term financing. As 
Duke Energy's Master Credit Facility and other bilateral letter of credit agreements have non-cancelable terms in excess of one year as of the balance sheet date, 
Duke Energy has the ability to refinance these short-term obligations on a long-term basis. The following tables show short-term obligations classified as 
long-term debt 

(in millions) 

Tax-exempt bonds 

Commercial a era) 

Total 

(in millions) 

Tax-exempt bonds 

Commercial paper'1l 
Total 

(a) Progress Energy amounts are equal to Duke Energy Progress amounts. 

SUMMARY OF SIGNIFICANT DEBT ISSUANCES 

Piedmont Acquisition Financing 

Duke 
Energy 

$ 347 
625 

$ 972 

Duke 
Energy 

$ 347 
625 

$ 972 

Duke 
Energy 

Carolinas 

$ 35 
300 

$ 335 

Duke 
Energy 

Carolinas 

$ 35 
300 

$ 335 

December 31, 2016 
Duke Duke Duke 

Energy Energy Energy 
Progress Ohio Indiana 

$ - $ 27 $285 
150 25 150 

$ 150 $ 52 $435 

December 31, 2015 
Duke Duke Duke 

Energy Energy Energy 
Progress Ohio Indiana 

$ $ 27 $285 
150 25 150 

$ 150 $ 52 $435 

In August 2016, Duke Energy issued $3.75 billion of senior unsecured notes in three separate series. The net proceeds were used to finance a portion of the 
Piedmont acquisition. The $4.9 billion Bridge facility was terminated following the issuance of this debt. See Note 2 for additional information on the Piedmont 
acquisition. 
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Nuclear Asset-Recovel)' Bonds 

In June 2016, DEFPF issued $1,294 million of nuclear asset-recovery 
bonds and used the proceeds to acquire nuclear asset-recovery property from its 
parent, Duke Energy Florida. The nuclear asset-recovery bonds are payable only 
from and secured by the nuclear asset-recovery property. DEFPF is consolidated 
for financial reporting purposes; however, the nuclear asset-recovery bonds do 
not constitute a debt, liability or other legal obligation of, or interest in, Duke 
Energy Florida or any of its affiliates other than DEFPF. The assets of DEFPF, 
including the nuclear asset-recovery property, are not available to pay creditors 
of Duke Energy Florida or any of its affiliates. Duke Energy Florida used the 
proceeds from the sale to repay short-term borrowings under the intercompany 
money pool borrowing arrangement and make an equity distribution of $649 
million to the ultimate parent, Duke Energy (Parent), which repaid short-term 
borrowings. See Notes 4 and 17 for additional information. 

Solar Facilities Financing 

In August 2016, Emerald State Solar, LLC, an indirect wholly owned 
subsidiary of Duke Energy, entered into a $333 million portfolio financing of 
approximately 22 North Carolina Solar facilities. Tranche A of $228 million is 
secured by substantially all the assets of the solar facilities and is nonrecourse 

Issuance Date 

Unsecured Debt 
April 2016" 
August 2016 
August 2016 
August 2016 
Secured Debt 
June 20161bl 

June 20161b) 

June 20161bl 

June 20161b) 

June 2016<bl 
August 2016 
August 2016 
first Mortgage Bonds 
March 2016(c) 
March 2016!c! 
May 2016"1 

June 2016!cl 
September 2016M 
September 2016" 
November 2016m 

Total issuances 

Maturity Date 

April 2023 
September 2021 
September 2026 
September 2046 

March 2020 
September 2022 
September 2029 

March 2033 
September 2036 

June 2034 
June 2020 

March 2023 
March 2046 

May 2046 
June 2046 

October 2046 
October 2046 

December 2026 

Interest Rate 

2.875% 
1.800% 
2.650% 
3.750% 

1.196% 
1.731% 
2.538% 
2.858% 
3.112% 
2.747% 
2.747% 

2.500% 
3.875% 
3.750% 
3.700% 
3.400% 
3.700% 
2.950% 

Duke 
Energy 

$ 350 
750 

1,500 
1,500 

183 
150 
436 
250 
275 
228 
105 

500 
500 
500 
250 
600 
450 
600 

$ 9,127 

(a) Proceeds were used to pay down outstanding commercial paper and for general corporate purposes. 

to Duke Energy. Tranche B of $105 million is secured by an Equity Contribution 
Agreement with Duke Energy. Proceeds were used to reimburse Duke Energy 
for a portion of previously funded construction expenditures related to the 
Emerald State Solar, LLC portfolio. The initial interest rate on the loans was 
six months London Interbank Offered Rate (LIBOR) pJus an applicable margin 
of 1.75 percent plus a 0.125 percent increase every three years thereafter. 
In connection with this debt issuance, Emerald State Solar, LLC entered into 
two interest rate swaps to convert the substantial majority of the loan interest 
payments from variable rates to fixed rates of approximately 1.81 percent for 
Tranche A and 1.38 percent for Tranche B, plus the applicable margin. See Note 
14 for further information on the notional amounts of the interest rate swaps. 

Duke Energy Florida Bond Issuance 

In January 2017, Duke Energy Florida issued $900 million of first 
mortgage bonds. The issuance was split between a $250 million, three-year 
series and a $650 million, JO-year series. The net proceeds from the issuance 
were used to repay at maturity $250 million aggregate principal amount of 
bonds due September 2017, as well as to fund capital expenditures for ongoing 
construction and capital maintenance and for general corporate purposes. 

The following tables summarize significant debt issuances (in millions). 

Duke 
Energy 

!Parent) 

$ 350 
750 

1,500 
1,500 

$ 4,100 

Year Ended December 31, 2016 
Duke 

Energy 
Carolinas 

$ 

500 
500 

600 

Duke 
Energy 

Progress 

$ 

450 

$ 

Duke 
Energy 
Florida 

183 
150 
436 
250 
275 

600 

$ 

Duke 
Energy 

Ohio 

250 

$ 

Duke 
Energy 

Indiana 

500 

$ 1,600 $ 450 $ 1,894 $ 250 $ 500 

(b) The nuclear asset-recovery bonds are sequerrtial pay amortizing bonds. The maturity date above represents the scheduled final maturity date for the bonds. 
(cl Proceeds were used to fund capital expenditures for ongoing construction, capital maintenance and for general corporate purposes. 
(d) Proceeds were used ta repay $325 million of uns.ecured debt due June 2016, $150 million of first mortgage bonds due July 2016 and for general corporate purposes. 
(e) Proceeds were used to fund capital expenditures for ongoing construction, capital maintenance, to repay short-term borrowings under the intercompany money pool borrowing arrangement and for general corporate purposes. 
(f) Proceeds were used to repay at maturity $350 million aggregate principal amount of certain bonds due December 2016, as well as to fund capital expenditures for ongoing construction and capital maintenance and for general 

corporate purposes. 
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Year Ended December 31, 2015 

Duke Duke Duke 
Duke Energy Energy Energy 

Issuance Date Maturity Date Interest Rate EneliY (Parent) Carolinas Progress 

Unsecured Debt 
November 2015<al!bl Apnl 2024 3.750% $ 400 $ 400 $ $ 
November 2015taJ!bl Oecember 2045 4.800% 600 600 
First Mortgage Bonds 
March 2015rci June 2045 3.750 % 500 500 
August 2015ral(dl August 2025 3.250 % 500 500 
August 2015eal(dl August 2045 4.200% 700 700 

Total issuances $ 2,700 $ 1,000 $ 500 $ 1,200 

(a) Proceeds were used to repay short-term money pool and commercial paper borrowing issued to fund a portion of the NC EM PA acquisition, sea Note 2 for further infonnation. 
(b) Proceeds were used to refinance at maturtty $300 million of unsecured notes at Progress Energy due January 2016. 
(cl Proceeds were used to redeem at maturity $500 million of first mortgage bonds due October 2015. 
(d) Proceeds were used to refinance at maturity $400 million of first mortgage bonds due December 2015. 

AVAILABLE CREDIT FACILITIES 

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion 
through January 2D2D. The Duke Energy Registrants, excluding Progress Energy 
(ParenU and Piedmont, have borrowing capacity under the Master Credit Facility 
up to specified sublimits for each borrower. Duke Energy has the unilateral ability 
at any time to increase or decrease the borrowing sublimits of each borrower, 
subject to a maximum sublimitfor each borrower. The amount available under 
the Master Credit Facility has been reduced to backstop issuances of commercial 
paper, certain letters of credit and variable-rate demand tax-exempt bonds that 
may be putto the Duke Energy Registrants atthe option of the holder. Duke 

Energy Carolinas and Duke Energy Progress are also required to each maintain 
$25D million of available capacity under the Master Credit Facility as security 
to meet obligations under plea agreements reached with the U.S. Department of 
Justice in 2015 related to violations at North Carolina facilities with ash basins. 

Piedmont has a separate five-year revolving syndicated credit facility, with a 
capacity of $85D million through December 2020 and an expansion option of up to 
an additional $200 million. The facility provides a line of credit for letters of credit 
of $10 million. 

The table below includes the current borrowing sublimits and available 
capacity under these credit facilities. 

December 31, 2016 

Duke Duke Duke Duke Duke Duke 
Duke EneliY EneliY EneliY Energy Energy Energy 

(in millions) Energy<al !Parent) Carolinas Progress Florida Ohio Indiana 
Facili!:t size<bl 
Reduction to backstop issuances 

Commercial paper<cl 
Outstanding letters of credit 
Tax-exempt bonds 
Coal ash set-aside 

Available capacity 

(a) Includes amounts related to Piedmont's $850 million credit facility. 
(bl Represents lhe sublimit of each borrower. 

$ 8,350 

(2,022) 
(78) 

(116) 
(500) 

$ 5,634 

$ 3,400 $ 1,100 

(977) (300) 
(69) (4) 

(35) 
(250) 

$ 2,354 $ 511 

$ 1,000 $ 950 $ 450 $ 600 

(150) (84) (31) (150) 
(2) (I) 

(81) 
(250) 

$ 598 $ 865 $ 419 $ 369 

(c) Duke Energy Issued $625 million of commercial paper and loaned lhe proceeds through the money pool to Duke Energy Carolinas, Duke Energy Progress, Duke Energy Ohio and Duke Energy Indiana. The balances are classified 
as Long-Term Debt Payable to Affiliated Companies in the Consolidated Balance Sheets. 
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Term Loan Facility 

In 2016, Duke Energy (Parent) entered into a $1.5 billion term loan 
facility, as amended (Term Loan) maturing on July 31, 2017. During 2016, Duke 
Energy (Parent) drew the full amount available under the Term Loan and used 
$750 million of proceeds to fund a portion of the Piedmont acquisition and the 
remaining $750 million to manage short-term liquidity and for general corporate 
purposes. The terms and conditions of the Term Loan are generally consistent 
with those governing Duke Energy's Master Credit Facility. In December 2016, 
Duke Energy (Parent) repaid the $1.5 billion term loan which terminated this 
credit facility. 

Other Debt Matters 

In September 2016, Duke Energy filed a Registration statement (Form S-3) 
with the SEC. Under this Form S-3, which is uncapped, the Duke Energy 
Registrants, excluding Progress Energy, 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 was filed to replace a similar prior 
filing upon expiration of its three-year term and also allows for the issuance of 
common stock by Duke Energy. 

Duke Energy has an effective Form S-3 with the SEC to sell up to $3 billion 
of variable denomination floating-rate demand notes, called PremierNotes. 
The Form S-3 states that no more than $1.5 billion of the notes will be 
outstanding at any particular time. The notes are offered on a continuous basis 
and bear interest at a floating rate per annum determined by the Duke Energy 
PremierNotes Committee, or its designee, on a 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, are non-transferable 
and may be redeemed in whole or in part by Duke Energy or at the investor's 
option at any time. The balance as of December 31, 2016 and 2015 was 
$1,09D million and $1,121 million, respectively. The notes are short-term debt 
obligations of Duke Energy and are reflected as Notes payable and commercial 
paper on Duke Energy's Consolidated Balance Sheets. 

In January 2017, Duke Energy amended its Form S-3 to add Piedmont as 
a registrant and included in the amendment a prospectus for Piedmont under 
which it may issue debt securities in the same manner as other Duke Energy 
Registrants. 

Duke Energy guaranteed debt issued by Duke Energy Carolinas of 
$762 million and $767 million, respectively, as of December 31, 2016 and 2015. 

7. GUARANTEES AND INDEMNIFICATIONS 

Duke Energy and Progress Energy have various financial and pertormance 
guarantees and indemnifications, which are issued in the normal course of 
business. As discussed below, these contracts include pertormance guarantees, 
stand-by letters of credit, debt guarantees, surety bonds and indemnifications. 
Duke Energy and Progress Energy 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, 2016, Duke Energy and Progress 
Energy do not believe conditions are likely for significant pertormance under 
these guarantees. To the extent liabilities are incurred as a result of the activities 
covered by the guarantees, such liabilities are included on the accompanying 
Consolidated Balance Sheets. 
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Money Pool 

The Subsidiary Registrants, excluding Progress Energy, are eligible to 
receive support for their short-term borrowing needs through participation with 
Duke Energy and certain of its subsidiaries in a money pool arrangement. Under 
this arrangement, those companies with short-term funds may provide short-term 
loans to affiliates participating in this arrangement. The money pool is structured 
such that the Subsidiary Registrants, excluding Progress Energy, separately 
manage their cash needs and working capital requirements. Accordingly, there is 
no net settlement of receivables and payables between money pool participants. 
Duke Energy (Parent), 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 
balances are eliminated within Duke Energy's Consolidated Balance Sheets. 

Money pool receivable balances are reflected within Notes receivable 
from affiliated companies on the Subsidiary Registrants' Consolidated Balance 
Sheets. Money pool payable balances are reflected within either Notes payable 
to affiliated companies or Long-Term Debt Payable to Affiliated Companies on 
the Subsidiary Registrants' Consolidated Balance Sheets. 

Restrictive Debt Covenants 

The Duke Energy Registrants' debt and credit agreements contain various 
financ'ial and other covenants. Duke Energy's Master Credit Facility contains 
a covenant requiring the debt-to-total capitalization ratio not to exceed 65 
percent for each borrower. Piedmont's credit facility contains a debt-to-total 
capitalization ratio covenant not to exceed 70 percent. Failure to meet those 
covenants beyond applicable grace periods could result in accelerated due dates 
and/or termination of the agreements. As ofDecember 31, 2016, each of the 
Duke Energy Registrants were in compliance with all covenants related to their 
debt agreements. In addition, some credit agreements may allow for acceleration 
of payments or termination of the agreements due to nonpayment, or acceleration 
of other significant indebtedness of the borrower or some of its subsidiaries. None 
of the debt or credit agreements contain material adverse change clauses. 

Other Loans 

As of December 31, 2016 and 2015, Duke Energy had loans outstanding 
of $661 million, including $39 million at Duke Energy Progress and $629 million, 
including $41 million at Duke Energy Progress, respectively, against the cash 
surrender value of life insurance policies it owns on the lives of its executives. 
The amounts outstanding were carried as a reduction of the related cash 
surrender value that is included in other within Investments and other Assets 
on the Consolidated Balance Sheets. 

On January 2, 2007, Duke Energy completed the spin-off of its natural gas 
businesses to shareholders. Guarantees issued by Duke Energy or its affiliates, 
or assigned to Duke Energy prior to the spin-off, remained with Duke Energy 
subsequent to the spin-off. Guarantees issued by Spectra Energy Capital, LLC 
(Spectra Capital) or its affiliates prior to the spin-off remained with Spectra 
Capital subsequent to the spin-off, except for 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, 2016, the maximum potential amount 
of future payments associated with these guarantees was $205 million, the 
majority of which expires by 2028. 
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Duke Energy has issued pertormance guarantees to customers and other 
third parties that guarantee the payment and pertormance 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 pertormance, 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 required under these guarantees as of December 31, 2016, 
was $333 million. Of this amount, $11 million relates to guarantees issued 
on behalf of less than wholly owned consolidated entities, with the remainder 
related to guarantees issued on behalf of third parties and unconsolidated 
affiliates of Duke Energy. Of the guarantees noted above, $215 million of the 
guarantees expire between 2017 and 2033, with the remaining pertormance 
guarantees having no contractual expiration. 

Duke Energy has guaranteed certain issuers of surety bonds, obligating 
itself to make payment upon the failure of a wholly owned and former non
wholly owned entity to honor its obligations to a third party. Under these 
arrangements, Duke Energy has payment obligations that are triggered by a 
draw by the third party or customer due to the failure of the wholly owned 
or former non-wholly owned entity to pertorm according to the terms of its 
underlying contract. At December 31, 2016, Duke Energy had guaranteed $44 
million of outstanding surety bonds, most of which have no set expiration. 

Duke Energy uses bank-issued stand-by letters of credit to secure the 
pertormance of wholly owned and non-wholly owned entities to a third party or 
customer. Under these arrangements, Duke Energy has payment obligations to 
the issuing bank which are triggered by a draw by the third party or customer 
due to the failure of the wholly owned or non-wholly owned entity to pertorm 

according to the terms of its underlying contract. At December 31, 2016, Duke 
Energy had issued a total of $485 million in letters of credit, which expire 
between 2017 and 2020. The unused amount under these letters of credit was 
$77 million. 

Duke Energy and Progress Energy have issued indemnifications 
for certain asset pertormance, legal, tax and environmental matters to 
third parties, including indemnifications made in connection with sales of 
businesses. At December 31, 2016, the estimated maximum exposure for 
these indemnifications was $96 million, the majority of which expires in 2017. 
Of this amount, $7 million has no contractual expiration. 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. 

The following table includes the liabilities recognized for the guarantees 
discussed above. These amounts are primarily recorded in Other within Deferred 
Credits and other Liabilities on the Consolidated Balance Sheets. 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. 

(in millions) 
Duke Energy 
Progress Eriergy 
Duke Energy Florida 

December 31, 

2016 2015 
$ 13 $ 21 

7 
7 

8. JOINT OWNERSHIP OF GENERATING AND TRANSMISSION FACILITIES 
The Duke Energy Registrants maintain ownership interests in certain jointly owned generating and transmission facilities. The Duke Energy Registrants are 

entitled to a share of the generating capacity and output of each unit equal to their respective ownership interests. The Duke Energy Registrants pay their ownership 
share of additional construction costs, fuel inventory purchases and operating expenses. The Duke Energy Registrants share of revenues and operating costs of the 
jointly owned 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, 

The following table presents the Duke Energy Registrants' interest of jointly owned plant or facilities and amounts included on the Consolidated Balance Sheets. 
All facilities are operated by the Duke Energy Registrants and are included in the Electric Utilities and Infrastructure segment. 

(in millions except for ownership interest) 

Duke Energy Carolinas 
Catawba Nuclear Station (units 1 and 2)(al 

Duke Energy Ohio 
Transmission facilitieslb) 

Duke Energy Indiana 
Gibson Station (unit 5)!tl 

Vermillion Generating Station(a) 
Transmission and local facilities!tl 

(a) Jointly owned with North Carolina Municipal Power Agency Number l, NCEMC and Piedmont Municipal Power Agency. 
(b) Jointly owned with America Electric Power Generation Resources and The Dayton Power and Light Company. 
{cl Jointly owned with Wabash Valley Power Association, !nc. {WVPAJ and Indiana Municipal Power Agency. 
(d) Jointly owned with WVPA. 
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December 31, 2016 

Ownership Property, Plant Accumulated 
Interest and Equipment Depreciation 

19.25o/o 

Various 

50.05% 
62.5% 
Various 

$ 954 

90 

333 
154 

4,315 

$ 612 

60 

157 
lll 

1,715 

Construction Work 
in Progress 

$ 12 

11 
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On August31, 2016, Duke Energy Florida completed the purchase of 
Georgia Power Company's (GPC) ownership interest in Intercession City Station 
Unit 11 for an amount equal to GPC's net book value of the facility as of the 
transaction close date. Following the purchase, Duke Energy Florida controls the 
entire output of the facility. 

At December 31, 2016, Duke Energy Florida owns 100 percent of the 
retired Crystal River Unit 3. Duke Energy Florida completed the purchase of 

9. ASSET RETIREMENT OBLIGATIONS 
Duke Energy records an ARO when it has a legal obligation to incur 

retirement costs associated with the retirement of a long-lived asset and the 
obligation can be reasonably estimated. Certain assets of the Duke Energy 
Registrants' have an indeterminate life, such as transmission and distribution 
facilities, and thus the fair value of the retirement obligation is not reasonably 
estimable. A liability for these AROs will be recorded when a fair value 
is determinable. 

The Duke Energy Registrants' regulated operations accrue costs of 
removal for property that does not have an associated legal retirement obligation 

(in millions) 

Decommissioning of Nuclear Power Facilities(aJ $ 
Closure of Ash Impoundments 
Other" 

1.7 percent ownership interest from Seminole Electric Cooperative, Inc. on 
November 30, 2016. On October 30, 2015, Duke Energy Florida completed the 
purchase of 6.52 percent ownership interest from the Florida Municipal Joint 
Owners and settled other disputes for $55 million. All costs associated with 
Crystal River Unit 3 are included within Regulatory assets on the Consolidated 
Balance Sheets of Duke Energy, Progress Energy and Duke Energy Florida. See 
Note 4 for additional information. 

based on regulatory orders from state commissions. These costs of removal 
are recorded as a regulatory liability in accordance with regulatory accounting 
treatment. The Duke Energy Registrants do not accrue the estimated cost of 
removal for any non regulated assets. See Note 4 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. 

The following table presents the AROs recorded on the Consolidated 
Balance Sheets. 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Enerv Enerv 

Energy Carolinas Energy Progress Florida Ohio Indiana 

5,204 $ 1,834 $ 3,172 $ 2,454 $ 717 $ $ 
5,150 2,032 2,228 2,209 19 43 847 

257 29 75 34 42 34 19 
Total asset retirement obligation $ 10,611 $ 3,895 $ 5,475 $ 4,697 $ 778 $ 77 $ 866 

Less: current ~ortion 411 222 189 189 

Total noncurrent asset retirement obligation $ 10,200 $ 3,673 $ 5,286 $ 4,508 $ 778 $ 77 $ 866 

{a) The Duke Energy amount Includes purchase accounting adjustments related to the merger with Progress Energy. 
{b} Primarily includes obligations related to asbestos removal and the closure of certain landfills at fossil generation facilities. Duke Energy Ohio also includes AROs related to the retirement of natural gas mains and services. 

Duke Energy includes ARDs related to the removal of renewable energy generation assets and Piedmorrt:'s underground natural gas mains and services. 

North Carolina Ash Basins 

AROs recorded on the Duke Energy Carolinas and Duke Energy Progress 
Consolidated Balance Sheets include the legal obligation for closure of coal ash 
basins and the disposal of related ash as a result of the Coal Ash Act, the EPA 
CCR rule and other agreements. 

In 2014 the Coal Ash Act became law and was amended on June 24, 2015, 
and July 14, 2016. The Coal Ash Act, as amended, 

•Prohibits construction of new and expansion of existing ash 
impoundments and use of existing impoundments at retired facilities; 

•Requires ash impoundments in North Carolina to be categorized as 
high risk, intermediate risk or low risk by the NCDEQ with the method of 
closure and timing to be based upon the assigned risk, with closure no 
later than December 31, 2029 (see below for category descriptions); 

•Classifies Duke Energy Progress' Asheville and Sutton plants and Duke 
Energy Carolinas' Riverbend and Dan River stations as high risk; 

•Requires dry disposal of fly ash at active plants, excluding the Asheville 
Plant, not retired by December 31, 2018; 
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•Requires dry disposal of bottom ash at active plants, excluding the 
Asheville Plant, by December 31, 2019, or retirement of active plants; 

•Establishes requirements to deal with groundwater and surtace water 
impacts from impoundments; and 

•Increases the level of regulation for structural fills utilizing coal ash. 

High-risk basins (Asheville, Sutton, Riverbend and Dan River) require 
closure through excavation, including a combination of transferring the ash to 
an appropriate engineered landfill or conversion of the ash for beneficial use. 
Closure of high risk basins is required to be completed no later than August 1, 
2019, except for Asheville which is required to be completed no later than 
August 1, 2022. 

Intermediate-risk basins require closure through excavation including 
a combination of converting the basin to a lined industrial landfill, transferring 
of the ash to an appropriate engineered landfill or conversion of the ash for 
beneficial use. Closure of intermediate-risk basins is required to be completed no 
later than December 31, 2024, except for H.F. Lee, Cape Fear and Weatherspoon 
to be completed no later than August 1, 2028. 
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Low-risk basins require closure through either the combination of the 
installation and maintenance of a cap system and groundwater monitoring 
system designed to minimize infiltration and erosion or other closure options 
available to intermediate-risk basins. Closure of low-risk basins is required to 
be completed no later than December 31, 2029. 

In January 2016, the NCDEQ published draft risk classifications for sites 
not specifically delineated by the Coal Ash Act as high risk. These risk rankings 
were generally determined based on three primary criteria, structural integrity 
of the impoundments and impacts to surtace water and to groundwater. The 
NCDEQ's draft proposed classifications categorized 12 basins at four sites as 
intermediate risk and four basins at three sites as low risk. The NCDEQ's draft 
proposed classifications also categorized nine basins at six sites as "low
to-intermediate" risk, thereby not assigning a definitive risk ranking at that 
time. On May 18, 2016, the NCDEQ issued new proposed risk classifications, 
proposing to rank all originally proposed low risk and "low-to-intermediate" risk 
sites as intermediate. 

On July 14, 2016, the former governor of North Carolina signed legislation 
which amended the Coal Ash Act and required Duke Energy to undertake 
dam improvement projects and to provide access to a permanent alternative 
drinking water source to certain residents within a half mile of coal ash basin 
compliance boundaries and to certain other potentially impacted residents. The 
new legislation also ranks basins at the H.F. lee, Cape fear and Weatherspoon 
stations as intermediate risk consistent with Duke Energy's previously 
announced plans to excavate those basins. These specific intermediate basins 
require closure through excavation including a combination of transferring ash 
to an appropriate engineered landfill or conversion of the ash for beneficial 
use. Closure of these specific intermediate basins is required to be completed 
no later than August 1, 2028. Upon satisfactory completion of the dam 
improvement projects and installation of alternative drinking water sources 
by October 15, 2018, the legislation requires the NCDEQ to reclassify sites 
proposed as intermediate risk, excluding H.F. lee, Cape fear and Weatherspoon, 
as low risk. In January 2017, NCDEQ issued preliminary approval of Duke 
Energy's plans for the alternative water sources. 

Per the Coal Ash Act, final proposed classifications were to be subject to 
Coal Ash Management Commission (Coal Ash Commission) approval. In March 
2016, the Coal Ash Commission created by the Coal Ash Act was disbanded 
by the former governor of North Carolina based on a North Carolina Supreme 
Court ruling regarding the constitutionality of the body. The July 2016 legislation 
eliminates the Coal Ash Commission and transfers responsibility for ash basin 
closure oversight to the NCDEQ. 

Additionally, the July 2016 legislation requires the installation and 
operation of three large-scale coal ash beneficiation projects which are expected 
to produce reprocessed ash for use in the concrete industry. Closure of basins at 
sites with these beneficiation projects are required to be completed no later than 
December 31, 2029. On October 5, 2Dl6, Duke Energy announced Buck Steam 
Station as a first location for one of the beneficiation projects. On December 13, 
2Dl6, Duke Energy announced H.F. Lee as the second location. Duke Energy 
intends to announce the third location by July 1, 2017. 

The Coal Ash Act includes a variance procedure for compliance deadlines 
and other issues surrounding the management of CCR and CCR surtace 
impoundments. Provisions of the Coal Ash Act prohibit cost recovery in customer 
rates for unlawful discharge of ash impoundment waters occurring after January 
1, 2014. The Coal Ash Act leaves the decision on cost recovery determinations 
related to closure of ash impoundments to the normal ratemaking processes 
before utility regulatory commissions. Consistent with the requirements of the 
Coal Ash Act, Duke Energy has submitted CSAs and groundwater corrective action 
plans to NCDEQ and will submit to NCDEQ site-specific coal ash impoundment 
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closure plans in advance of closure. These plans and all associated permits must 
be approved by NCDEQ before any closure work can begin. 

Federal Coal Combustion Residuals Regulation 

In April 2015, the EPA published a rule to regulate the disposal of 
CCR from electric utilities as solid waste. The federal regulation classifies 
CCR as nonhazardous waste and allows for beneficial use of CCR with 
some restrictions. The regulation applies to all new and existing landfills, 
new and existing surtace impoundments receiving CCR and existing surtace 
impoundments that are no longer receiving CCR but contain liquid located at 
stations currently generating electricity (regardless otfuel source). The rule 
establishes requirements regarding landfill design, structural integrity design 
and assessment criteria for surtace impoundments, groundwater monitoring and 
protection procedures and other operational and reporting procedures to ensure 
the safe disposal and management ot CCR. As a result of the EPA rule, Duke 
Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Ohio and 
Duke Energy Indiana recorded additional ARO amounts during 2015. 

In addition to the requirements of the federal CCR regulation, CCR 
landfills and surtace impoundments will continue to be independently regulated 
by most states. 

In September 2014, Duke Energy Carolinas executed a consent agreement 
with the South Carolina Department of Health and Environmental Control 
(SCDHEC) requiring the excavation of an inactive ash basin and ash fill area 
at the W.S. Lee Steam Station. As part of this agreement, in December 2014, 
Duke Energy Carolinas filed an ash removal plan and schedule with SCDHEC. 
In April 2015, the federal CCR rules were published and Duke Energy Carolinas 
subsequently executed an agreement with the conservation groups Upstate 
forever and Save Our Saluda that requires Duke Energy Carolinas to remediate 
all active and inactive ash storage areas at the W.S. lee Steam Station. Coal
fired generation at W.S. lee ceased in 2014 and unit 3 was converted to natural 
gas in March 2015. In July 2015, Duke Energy Progress executed a consent 
agreement with the SCDHEC requiring the excavation of an inactive ash fill 
area at the Robinson Plant within eight years. Coal ash impoundments at the 
Robinson Plant and W.S. lee Station sites are required to be closed pursuant 
to the CCR rule and the provisions of these consent agreements are consistent 
with the federal CCR closure requirements. 

Coal Ash liability 

The ARO amount recorded on the Consolidated Balance Sheets is based 
upon estimated closure costs for impacted ash impoundments. The amount 
recorded represents the discounted cash flows for estimated closure costs 
based upon either specific closure plans or the probability weightings of the 
potential closure methods as evaluated on a site-by-site basis. Actual costs 
to be incurred will be dependent upon factors that vary from site to site. The 
most significant factors are the method and time frame of closure at the 
individual sites. Closure methods considered include removing the water from 
the basins, consolidating material as necessary and capping the ash with a 
synthetic barrier, excavating and relocating the ash to a lined structural fill or 
lined landfill, or recycling the ash for concrete or some other beneficial use. The 
ultimate method and timetable for closure will be in compliance with standards 
set by federal and state regulations. The ARO amount will be adjusted as 
additional information is gained through the closure and post-closure process, 
including acceptance and approval of compliance approaches which may 
change management assumptions, and may result in a material change to 
the balance. See ARO liability Rollfoiward section below for information about 
revisions made to the coal ash liability during 2016. 
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Asset retirement costs associated with the AROs for operating plants and 
retired plants are included in Net property, plant and equipment and Regulatory 
assets, respectively, on the Consolidated Balance Sheets. See Note 4 for 
additional information on Regulatory assets related to AROs. 

Cost recovery for future expenditures will be pursued through the normal 
ratemaking process with federal and state utility commissions, which permit 
recovery of necessary and prudently incurred costs associated with Duke 
Energy's regulated operations. 

Nuclear Decommissioning Liability 

ARDs related to nuclear decommissioning are based on site-specific 
cost studies. The NCUC, PSCSC and FPSC require updated cost estimates for 
decommissioning nuclear plants every five years. 

The following table summarizes information about the most recent 
site-specific nuclear decommissioning cost studies. Decommissioning costs 
in the table below are presented in dollars of the year of the cost study and 
include costs to decommission plant components not subject to radioactive 
contamination. 

Annual Funding Decommissioning Year of Cost 
(in millions) Requirement!al Costs!ilHbJ Study 

Duke Energy $ 14 $ 8,150 2013 and 2014 
Duke Energy Carolinas 3,420 2013 
Duke Energy Progress 14 3,550 2014 
Duke Energy Florida 1,180 2013 

(a) Amounts for Progress Energy equal the sum of Duke Energy Progress and Duke Energy Florida. 
(bl Amounts include the Subsidiary Registrant's ownership interest in join~y owned reactors. Other joint 

owners are responsible for decommissioning costs related to their interest in the reactors. 

Nuclear Decommissioning Trust Funds 

Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida each 
maintain NDTFs that are intended to pay forthe decommissioning costs of the 
respective nuclear power plants. The NDTF investments are managed and invested 
in accordance with applicable requirements of various regulatory bodies including 
the NRC, FERC, NCUC, PSCSC, FPSC and the Internal Revenue Service (IRS). 

Use of the NDTF investments is restricted to nuclear decommissioning 
activities including license termination, spent fuel and site restoration. 
The lice.nse termination and spent fuel obligations relate to contaminated 
decommissioning and are recorded as AROs. The site restoration obligation 
relates to non-contaminated decommissioning and is recorded to cost of 
removal within Regulatory liabilities on the Consolidated Balance Sheets. 

The following table presents the fair value of NDTF assets legally restricted 
for purposes of settling AROs associated with nuclear decommissioning. Duke 
Energy Florida is actively decommissioning Crystal River Unit 3 and was granted 
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an exemption from the NRC which allows for use of the NDTF for all aspects of 
nuclear decommissioning. Therefore, the entire balance of Duke Energy Florida's 
NDTF may be applied toward license termination, spent fuel and site restoration 
costs incurred to decommission Crystal River Unit 3. 

December 31, 
(in millions) 2016 2015 
Duke Energy $ 5,099 $ 4,670 
Duke Energy Carolinas 2,882 2,686 
Duke Energy Progress 2,217 1,984 

See Note 16 for additional information related to the fair value of the Duke 
Energy Registrants' NDTFs. 

Nuclear Operating Licenses 

Operating licenses for nuclear units are potentially subject to extension. 
The following table includes the current expiration of nuclear operating licenses. 

Unit Year of Expiration 

Duke Energy Carolinas 
Catawba Units 1 and 2 2043 
McGuire Unit 1 2041 
McGuire Unit 2 2043 
Oconee Units 1 and 2 2033 
Oconee Unit 3 2034 
Duke Energy Progress 
Brunswick Unit 1 2036 
Brunswick Unit 2 2034 
Harris 2046 
Robinson 2030 

Duke Energy Florida has requested the NRC terminate the operating 
license for Crystal River Unit 3 as it permanently ceased operation in February 
2013. Refer to Note 4 for further information on the Crystal River Unit 3 
decommissioning activity and transition to SAFSTOR. 

ARO liability Rollforward 

During 2016, the Duke Energy Registrants updated coal ash ARO liability 
estimates based on additional site-specific infonnation about the related costs, 
methods and timing of work to be pertormed. Actual closure costs incurred could 
be materially different from current estimates that form the basis of the recorded 
AROs. 
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The following table presents changes in the liability associated with AROs. 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Enorl\I' 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Balance at December 31, 2014 $ 8.464 $ 3.428 $ 4,711 $ 3,905 $ 806 $ 27 $ 32 

Acquisitions(.il 226 226 204 23 

Accretion expenselbl 380 165 203 169 34 4 15 
Liabilities sett!edlcl 14221 1200) 1195) 1125) 1701 14) 123) 

Liabilities incurred in the currentyear~i 1,016 178 282 282 116 418 

Revisions in estimates of cash flows 585 347 142 132 9 (18) 83 

Balance at December 31, 2015 10,249 3,918 5,369 4,567 802 125 525 

Acquisitions 22 2 2 

Accretion expense(bl 400 187 230 194 35 5 24 
Liabilities s·ettledlcl 1613) 1287) 1272) (212) (60) (5) 149) 

Liabilities incurred in the current year 51 3 3 29 

Revisions in estimates of cash flows 502 77 143 145 111 148) 337 

Balance at December 31, 2016 $ 10,611 $ 3,895 $ 5,475 $ 4,697 $ 778 $ 77 $ 866 

l•I Duke Energy Progress amount relates to the NC EM PA acquisition. See Note 2 for additional information. 
lb) Substantially all accretion expense for the years ended December 31, 2016 and 2015 relates to Duke Energy's regulated electric operations and has been deferred in accordance with regulatory accounting treatment. 
lei Amounts primarily relate to ash impoundment closures and nuclear decommissioning of Crystal River Unit 3. 
ldl Amounts primarily relate to AROs recorded as a result of the EPA's rule for disposal of CCR. 

10. PROPERlY, PLANT AND EQUIPMENT 

The following tables summarize the property, plant and equipment for Duke Energy and its subsidiary registrants. 

December 31, 2016 

Estimated Duke Duke Duke Duke Duke 
Useful Life Duke Energy Progress Energy Energy Energy Energy 

(in millions) (Years) Energy Carolinas Energy Progress Florida Ohio Indiana 

land $ 1,501 $ 432 $ 735 $ 393 $ 342 $ 150 $ 106 
Plant - Regulated 

Electric generation, distribution and transmission 8-100 89,864 34,515 37,596 23,683 13,913 4,593 13,160 
Natural gas transmission and distribution 12 - 67 7,738 2,456 
Other buildings and improvements 15 - 100 1,692 502 634 293 341 211 197 

Plant - Nonregulated 

Electric generation, distribution and transmission 5 - 30 4,298 
other buildings and improvements 25 - 35 421 

Nuclear fuel 3,572 2,092 1,480 1,480 
Equipment 3 - 38 1,941 358 505 378 127 338 156 
Construction in process 6,186 2,324 2,708 1,329 1,379 206 396 
Other 5-40 4,184 904 1,206 863 332 172 226 

Total property, plant and equipmen~aHdl 121,397 41,127 44,864 28,419 16,434 8,126 14,241 
Total accumulated depreciation- regulatedlbHtHdl (37,831) (14,365) (15,212) 110,561) 14,644) (2,579) 14,317) 
Total accumulated depreciation- nonregulated(cMdl (1,575) 
Generation facilities to be retired, net 529 529 529 

Total net property, plant and equipment $ 82,520 $ 26,762 $ 30,181 $ 18,387 $11,790 $ 5,547 $ 9,924 

la) Includes capitalized leases of $1,355 million, $40 million, $288 million, $142 million, $146 million, $81 million and $35 million at Duke Energy, Duke Energy Carolinas, Prngress Energy, Duke Energy Progress, Duke Energy 
Florida, Duke Energy Ohio and Duke Energy Indiana, respectively, primarily within Plant- Regulated. The Progress Energy, Dulle Energy Progress and Duke Energy Florida amounts are net of $99 million, $9 million and 
$90 million, respectively, of accumulated amortization of capitalized leases. 

lb) Includes $1,922 million, $1,192 million, $730 million and $730 million of accumulated amortization of nuclear fuel at Duke Energy, Duke Energy Carolinas, Progress Energy and Duke Energy Progress, respectively. 
lei Includes accumulated amortization of capitalized leases of $50 million, $9 million, $19 million and $8 million at Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana, respectively. 
ldl Includes gross property, plant and equipment cost of consolidated VI Es of $2,591 million and accumulated depreciation of consolidated VI Es of $411 million at Duke Energy. 
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December 31, 2015 

Estimated Duke Duke Duke Duke Duke 
Useful Life Duke Energy Progress Energy Energy Energy Energy 

(in millions) (Years) Energy Carolinas Energy Progress Florida Ohio Indiana 

Land $ 1,391 $ 407 $ 719 $ 392 $ 327 $ 118 $ 108 
Plant - Regulated 

Electric generation, distribution and transmission 8 - 100 87,593 33,623 36,422 22,888 13,534 4,419 13,118 
Natural gas transmission and distribution 12 - 67 2,311 2,312 
Other buildings and improvements 15 - 100 1,480 477 621 294 311 104 179 

Plant- Nonregulated 
Electric generation, distribution and transmission 1 - 30 3,348 
other buildings and improvements 15 - 35 410 

Nuclear fuel 3,194 1,827 1,367 1,367 
Equipment 3 - 38 1,736 368 530 398 132 344 173 
Construction in process 4,485 1,860 1,827 1,118 709 180 214 
Other 5 - 60 4,008 836 1,180 856 319 153 215 

Total property, plant and equipmen~al(dl 109,967 39,398 42,666 27,313 15,343 7,750 14,007 
Total accumulated depreciation - regulated!~J(cl!i!l 135,367) 113,511) (14,867) (10,141) (4,720) (1,507) (4,484) 
Total accumulated depreciation - nonregulated(cl(~l (1,369) 

Generation facilities to be retired, net 548 548 548 

Total net property, plant and equipment $ 73,779 $ 25,877 $ 18,347 $17,720 $10,613 $ 5,243 $ 9,523 

la) Includes capitalized leases of $1,465 million, $40 million, $302 million, $144 million, $158 million, $96 million and $39 million at Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy 
Florida, Duke Energy Ohio and Duke Energy Indiana, respectively, primarily in regulated plant The Progress Energy, Duke Energy Progress and Duke Energy Florida amounts are net of $85 million, $7 million and $78 million, 
respectively, of accumulated amortization of capitalized leases. 

lb) Includes $1,621 million, $976 million, $645 million and $645 million of accumulated amortization of nuclear fuel at Duke Energy, Duke Energy Carolinas, Progress Energy and Duke Energy Progress, respectively. 
lei Includes accumulated amortization of capitalized leases of $57 million, $11 million, $27 million and $7 million at Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana, respectively. 
ldl Includes gross property, plant and equipment cost of consolidated VI Es of $2,033 million and accumulated depreciation of consolidated VI Es of $327 million at Duke Energy. 

The following table presents capitalized interest, which includes the debt component of AFUDC. 

(in millions) 

Duke Energy 
Duke Energy Carolinas 
Progress Energy 
Duke Energy Progress 
Duke Energy Florida 
Duke Energy Ohio 
Duke Energy Indiana 

Operating Leases 

Duke Energy's Commercial Renewables segment operates various 
renewable energy projects and sells the generated output to utilities, electric 
cooperatives, municipalities and commercial and industrial customers 
through long-term contracts. In certain situations, these long-term contracts 
and the associated renewable energy projects qualify as operating leases. 
Rental income from these leases is accounted for as Operating Revenues 
in the Consolidated Statements of Operations. There are no minimum 
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Years Ended December 31, 

2016 1015 2014 

$100 $ 98 $ 75 
38 38 38 
31 
17 
14 
8 

24 
20 
4 

10 
6 

11 
IO 

IO 
6 

lease payments as all payments are contingent based on actual electricity 
generated by the renewable energy projects. Contingent lease payments were 
$216 million, $172 million and $164 million for the years ended December 
31, 2016, 2015 and 2014. As of December 31, 2016, renewable energy 
projects owned by Duke Energy and accounted for as operating leases had a 
cost basis of $3,127 million and accumulated depreciation of $347 million. 
These assets are principally classified as nonregulated electric generation 
and transmission assets. 
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11. GOODWILL AND INTANGIBLE ASSETS 

GOODWILL 

The following table presents goodwill by reportable operating segment for 
Duke Energy. 

Duke Energy 

Electric Gas 
Utilities and Utilities and Commercial 

(in millions) Infrastructure Infrastructure Renewables Total 

Goodwill at December 31, 2015 $ 15,656 $ 294 $ 122 $16,072 
Piedmont Acquisitionui 1,723 1,630 - 3,353 
Goodwill at December 31, 2016 $ 17,379 $ 1,924 $ 122 $19,425 

(al Refer to Note 2 for more information on the purchase accounting related to lhe acquisition of Piedmont. 

Duke Energy Ohio 

Duke Energy Ohio's Goodwill balance of $920 million, allocated 
$596 million to Electric Utilities and Infrastructure and $324 million to Gas 
Utilities and Infrastructure, is presented net of accumulated impairment charges 
of $216 million on the Consolidated Balance Sheets at December 31, 2016 
and 2015. 

INTANGIBLE ASSETS 

Progress Energy 

Progress Energy's Goodwill is included in the Electric Utilities and 
Infrastructure operating segment and there are no accumulated impairment 
charges. 

Impairment Testing 

Duke Energy, Duke Energy Ohio and Progress Energy pertorm annual 
goodwill impairment tests each year as of August 31. Duke Energy, Duke Energy 
Ohio and Progress Energy update their test between annual tests if events or 
circumstances occur that would more likely than not reduce the fair value of a 
reporting unit below its carrying value. As the fair value of Duke Energy, Duke 
Energy Ohio and Progress Energy's reporting units exceeded their respective 
carrying values at the date of the annual impairment analysis, no impairment 
charges were recorded. 

The following tables show the carrying amount and accumulated amortization of intangible assets included in Other within Investments and Other Assets on the 
Consolidated Balance Sheets of the Duke Energy Registrants at December 31, 2016 and 2015. 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Emission allowances $ 19 $ $ 6 $ 2 $ 4 $ $ 13 
Renewable energy certificates 125 36 84 84 4 
Gas, coal and power contracts 24 24 
Renewable operating and development projects 97 
Other 6 
Total gross carl)'ing amounts 271 37 90 86 4 4 37 
Accumulated amortization - gas, coal and power contracts (17) (17J 
Accumulated amortization - renewable operating and development projects (23) 
Accumulated amortization - other (5) 
Total accumulated amortization (45) (17) 

Total intangible assets, net $ 226 $ 37 $ 90 $ 86 $ 4 $ 4 $ 20 
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Combined Notes to Consolidated Financial Statements- (Continued) 

December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Enerni Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Emission allowances $ 20 $ l $ 6 $ 2 $ 4 $ $ 14 
Renewable energy certificates 116 30 80 80 5 
Gas, coal and power contracts 24 24 
Renewable operating and development projects 115 
Other 2 

Total gross carrying amounts 277 31 86 82 4 5 38 
Accumulated amortization - gas, coal and power contracts (16) 116) 
Accumulated amortization - renewable operating and development projects (18) 
Accumulated amortization - other (1) 

Total accumulated amortization 135) 116) 

Total intangible assets, net $ 242 $ 31 $ 86 $ 82 $ 4 $ 5 $ 22 

Amortization Expense 

The following table presents amortization expense for gas, coal and power contracts, renewable operating projects and other intangible assets. 

December 31, 

(in millions) 2016 2015 2014 

Duke Energy $6 $5 $6 
Duke Energy Ohio 
Duke Energy Indiana 

The table below shows the expected amortization expense for the next five years for intangible assets as of December 31, 2016. 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 renewable operating projects. The amortization amounts discussed below are estimates and actual amounts may differ 
from these estimates due to such factors as changes in consumption patterns, sales or impairments of emission allowances or other intangible assets, delays in the 
in-service dates of renewable assets, additional intangible acquisitions and other events. 

2 

(in millions) 2017 2018 2019 2020 2021 

Duke Energy $ 5 $5 $5 $5 $5 
Duke Energy Indiana 2 2 2 2 2 

12. INVESTMENTS IN UNCONSOLIDATED AFFILIATES 

EQUITY METHOD INVESTMENTS 

Investments in domestic and international affiliates that are not controlled by Duke Energy, but over which it has significant influence, are accounted for using 
the equity method. As of December 31, 2016, the carrying amount of investments in affiliates with carrying amounts greater than zero exceeded the underlying 
investment by $24 million. These differences are attributable to intangibles associated with underlying contracts, which are reflected in the investments balance and 
the equity in earnings reported in the table below. 
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The following table presents Duke Energy's investments in unconsolidated affiliates accounted for under the equity method, as well as the respective equity in 
earnings, by segment. 

(in millions) Investments 

Electric Utilities and Infrastructure $ 
Gas Utilities and Infrastructure 
Commercial Renewables 
other 

Total $ 

During the years ended December 31, 2016, 2015 and 2014, Duke Energy 
received distributions from equity investments of $31 million, $104 million and 
$154 million, respectively, which are included in Other assets within Cash Flows 
from Operating Activities on the Consolidated Statements of Cash Flows. 

Significant investments in affiliates accounted for under the equity 
method are discussed below. 

Electric Utilities and Infrastructure 

Duke Energy owns a 50 percent interest in Duke-American Transmission 
Co. (DATCl and in Pioneer Transmission, LLC (Pioneer), which build, own and 
operate electric transmission facilities in North America. 

Gas Utilities and Infrastructure 

The table below outlines Duke Energy's ownership interests in natural gas 
pipeline companies and natural gas storage facilities. See Notes 4 and 17 for 
more information. 

Entity Name 

Pipeline Investments 
Atlantic Coast Pipeline, LLC 
Sabal Trail Transmission, LLC 
Constitution Pipeline, LLC 
Cardinal Pipeline Company, LLC 

Storage Facilities 
~ne Needle LNG Company, LLC 
Hardy Storage Company, LLC 

Total Investments 

Investment Amount (in millions) 

Ownership December 31, December 31, 
Interest 2016 2015 

47% $ 265 $ 
7.5% 140 
24% 82 

21.49% 16 

45% 16 
50% 47 

$ 566 $ 

52 
61 

113 

93 
566 
185 

81 

925 
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Years Ended December 31, 

2016 2015 2014 

Equity in earnings Investments Equity in earnings Equity in earnings 

$ 5 $ 57 $ 12) $ (I) 

19 113 1 
(82) 265 (6) 8 
43 64 76 123 

$ (15) $ 499 $ 69 $ 130 

For regulatory matters and other information on the ACP, Sabal Trail and 
Constitution investments, see Notes 4 and 17. 

Commercial Renewables 

In 2016, Duke Energy sold its interest in three of the Catamount 
Sweetwater, LLC wind farm projects. Duke Energy has a 47 percent ownership 
interest in each of the two other Cata mount Sweetwater, LLC wind farm projects 
and 50 percent interest in DS Cornerstone, LLC, which owns wind farm projects 
in the U.S. 

Impairment of Equity Method Investments 

During the year ended December 31, 2016, Duke Energy recorded an 
OTTI of certain wind project investments. The $71 million pretax impairment was 
recorded within Equity in earnings (losses) of unconsolidated affiliates on Duke 
Energy's Consolidated Statements of Operations. The other-than-temporary 
decline in value of these investments was primarily attributable to a sustained 
decline in market pricing where the wind investments are located, projected net 
losses for the projects and a reduction in the projected cash distribution to the 
class of investment owned by Duke Energy. 

Other 

Duke Energy owns a 25 percent indirect interest in NMC, which owns and 
operates a methanol and MTBE business in Jubail, Saudi Arabia. Duke Energy's 
economic ownership interest will decrease to 17.5 percent upon successful 
startup of NM C's polyacetal production facility, which is expected to occur in 
the second quarter of 2017. Duke Energy will retain 25 percent of the board 
representation and voting rights of NMC. The investment in NMC is accounted 
for under the equity method of accounting. 
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13. RELATED PARTY TRANSACTIONS 

The Subsidiary Registrants engage in related party transactions in accordance 
with the applicable state and federal commission regulations. Refer to the 
Consolidated Balance Sheets of the Subsidiary Registrants for balances due to or 
due from related parties. Material amounts related to transactions with related 
parties included in the Consolidated Statements of Operations and Comprehensive 
Income are presented in the following table. 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Duke Energy Carolinas 
Corporate governance and shared service expenses!1l $ 831 $ 914 $ 851 
Indemnification coverages!bl 22 24 21 
JOA revenue!cJ 38 51 133 
JOA expense!cl 156 183 198 

Progress Energy 
Corporate governance and shared service expenses!al $ 710 $ 712 $ 732 
Indemnification coverages!bl 35 38 33 
JOA revenue(ci 156 183 198 
JOA expense(cl 38 51 133 
lntercompany natural gas purchases1d) 19 

Duke Energy Progress 
Corporate governance and shared service expenses(al $ 397 $ 403 $ 386 
Indemnification coverages(bl 14 16 17 
JOA revenuetci 156 183 198 
JOA expense(cl 38 51 133 
lntercompany natural gas purchases!t1i 19 

Duke Energy Florida 
Corporate governance and shared service expensesral $ 313 $ 309 $ 346 
Indemnification coveragestbl 21 22 16 

Duke Eneli)' Ohio 
Corporate governance and shared service expenses(al $ 356 $ 342 $ 316 
Indemnification coverageslb) 5 6 13 

Duke Energy Indiana 
Corporate governance and shared service expenses(aJ $ 366 $ 349 $ 384 
Indemnification coverageslbl 8 9 11 

(a} The Subsidiary Registrants are charged their proportionate share of corporate governance and olher 
shared services costs, primarily related to human resources, employee benefits, legal and accoullting 
fees, as well as other third-party costs. These amounts are recorded In Operation, maintenance and other 
on the Consolidated Statements of Operations and Comprehensive Income. 

(b) The Subsidiary Registrants incur expenses related to certain indemnification coverages through Bison, 
Duke Energy's wholly owned captive insurance subsidiary. These expenses are recorded in Operation, 
maintenance and other on lhe Consolidated Statements of Operations and Comprehensive Income. 

(c) Duke Energy Carolinas and Duke Energy Progress participate in a JDA which allows the collective dispatch 
of power plants between the service territories to reduce customer rates. Revenues from the sale of 
power under the JOA are recorded in Operating Revenues on the Consolidated Statements of Operations 
and Comprehensive Income. Expenses from the purchase of power under lhe JOA are recorded in Fuel 
used in electric generation and purchased power on the Consolidated Statements of Operations and 
Comprehensive Income. 

(d) Ouke Energy Progress purchases natural gas from Piedmont to supply electric generation facilities. These 
expenses are recorded in Fuel used in electric generation and purchased power on the Consolidated 
Statements of Operations and Comprehensive Income. 

155 

In addition to the amounts presented above, the Subsidiary Registrants 
record the impact on net income of other affiliate transactions, including rental 
of office space, participation in a money pool arrangement, other operational 
transactions and their proportionate share of certain charged expenses. See 
Note 6 for more information regarding money pool. The net impact of these 
transactions was not material for the years ended December 31, 2016, 2015 
and 2014 for the Subsidiary Registrants. 

As discussed in Note 17, certain trade receivables have been sold by Duke 
Energy Ohio and Duke Energy Indiana to CRC, an affiliate formed by a subsidiary of 
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. 

Duke Energy Ohio's nonregulated indirect subsidiary, Duke Energy 
Commercial Asset Management, LLC (DECAM), owned generating plants 
included in the Midwest Generation Disposal Group sold to Dynegy on April 2, 
2015. On April 1, 2015, Duke Energy Ohio distributed its indirect ownership 
interest in DECAM to a Duke Energy subsidiary and non-cash settled DECAM's 
intercompany loan payable of $294 million. 

Refer to Note 2 for further information on the sale of the Midwest Generation 
Disposal Group. 

lntercompany Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax 
return and other state and jurisdictional returns. The Subsidiary Registrants 
have a tax sharing agreement with Duke Energy for the allocation of 
consolidated tax liabilities and benefits. Income taxes recorded represent 
amounts the Subsidiary Registrants would incur as separate C-Corporations. 
The following table includes the balance of intercompany income tax receivables 
for the subsidiary registrants. 

Duke Duke Duke Duke Duke 
Energy Progress Energy Eneli)' Energy Energy 

(in millions) Carolinas Energy Progress Florida Ohio Indiana 

December 31, 2016 
lntercompany income 

tax receivable $ 1 $- $- $ 37 $- $-
lntercompany income 

tax payable 37 90 1 3 

December 31, 2015 

lntercompany income $122 $120 $104 $- $ 54 $-
tax receivable 

lntercompany income 96 47 
tax payable 
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Combined Notes to Consolidated Financial Statements - (Continued) 

14. DERIVATIVES AND HEDGING 

The Duke Energy Registrants use commodity and interest rate contracts 
to manage commodity price risk and interest rate risk. The primary use of 
commodity derivatives is to hedge the generation portfolio against changes in 
the prices of electricity and natural gas. Interest rate swaps are used to manage 
interest rate risk associated with borrowings. 

All derivative instruments not identified as NPNS are recorded atfair 
value as assets or liabilities on the Consolidated Balance Sheets. Cash 
collateral related to derivative instruments executed under master netting 
arrangements is offset against the collateralized derivatives on the Consolidated 
Balance Sheets. The cash impacts of settled derivatives are recorded as 
operating activities on the Consolidated Statements of Cash Flows. 

INTEREST RATE RISK 

The Duke Energy Registrants are exposed to changes in interest rates 
as a result of their issuance or anticipated issuance of variable-rate and 
fixed-rate debt and commercial paper. Interest rate risk is managed by limiting 
variable-rate exposures to a percentage of total debt and by monitoring 
changes in interest rates. To manage risk associated with changes in interest 
rates, the Duke Energy Registrants may enter into interest rate swaps, U.S. 
Treasury lock agreements and other financial contracts. In anticipation of 
certain fixed-rate debt issuances, a series of forward-starting interest rate 
swaps may be executed to lock in components of current market interest rates. 
These instruments are later terminated prior to or upon the issuance of the 
corresponding debt. 

Cash Flow Hedges 

For a derivative designated as hedging the exposure to variable cash 
flows of a future transaction, referred to as a cash flow hedge, the effective 
portion of the derivative's gain or loss is initially reported as a component of 
other comprehensive income and subsequently reclassified into earnings once 

the future transaction impacts earnings. Amounts for interest rate contracts are 
reclassified to earnings as interest expense over the terrn of the related debt. 
See the Consolidated Statements of Changes in Equity for gains and losses 
reclassified out of ADCI for the years ended December 31, 2016 and 2015. 
Duke Energy's interest rate derivatives designated as hedges include interest 
rate swaps used to hedge existing debt within the Commercial Renewables 
business. 

Undesignated Contracts 

Undesignated contracts include contracts not designated as a hedge 
because they are accounted for under regulatory accounting and contracts that 
do not qualify for hedge accounting. 

Duke Energy's interest rate swaps for its regulated operations employ 
regulatory accounting. With regulatory accounting, the mark-to-market gains or 
losses on the swaps are deferred as regulatory liabilities or regulatory assets, 
respectively. Regulatory assets and liabilities are amortized consistent with the 
treatment of the related costs in the ratemaking process. The accrual of interest 
on the swaps is recorded as Interest Expense. 

In August 2016, Duke Energy unwound $1.4 billion of forward-starting 
interest rate swaps associated with the Piedmont acquisition financing 
described in Note 6. The swaps were considered undesignated as they did not 
qualify for hedge accounting. Losses on the swaps of $190 million are included 
within Interest Expense on the Consolidated Statements of Operations for the 
year ended December 31, 2016. See Note 2 for additional information related to 
the Piedmont acquisition. 

The following tables show notional amounts of outstanding derivatives related to interest rate risk. 

December 31, 2016 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio 

Cash flow hedgesM $ 750 $ $ $ $ $ 
Undesignated contracts 927 400 500 250 250 27 

Total notional amount $ 1,677 $ 400 $ 500 $ 250 $ 250 $ 27 

December 31, 2015 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida 

Cash flow hedges(aJ $ 497 $ $ $ $ $ 
Undesignated contracts 1,827 400 500 250 250 

Total notional amount $ 2,324 $ 400 $ 500 $ 250 $ 250 $ 

(a) Duke Energy includes amounts related to consolidated VI Es of $750 million and $497 million at December 31, 2016 and 2015, respectively. Tl1e December 31, 2016, amount includes interest rate swaps related to solar 
facilities financing with an outstanding notional amount of $300 million, including $81 million of four-year swaps and $219 mill!on of 18-year swaps. See note 6 for addition a! information related to the solar facilities 
financing. 
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COMMODITY PRICE RISK 

The Duke Energy Registrants are exposed to the impact of changes in the 
prices of electricity purchased and sold in bulk power markets and coal and 
natural gas purchases. Exposure to commodity price risk is influenced by a 
number of factors including the term of contracts, the liquidity of markets and 
delivery locations. For the Subsidiary Registrants, bulk power electricity and 
coal and natural gas purchases flow through fuel adjustment clauses, formula 
based contracts or other cost sharing mechanisms. Differences between the 
costs included in rates and the incurred costs, including undesignated derivative 
contracts, are largely deferred as regulatory assets or regulatory liabilities. 
Piedmont policies allow for the use of financial instruments to hedge commodity 

price risks, but not for speculative trading. The strategy and objective of these 
hedging programs are to use the financial instruments to reduce gas cost 
volatility for customers. 

Volumes 

The tables below include volumes of outstanding commodity derivatives. 
Amounts disclosed represent the absolute value of notional volumes of 
commodity contracts excluding NPNS. The Duke Energy Registrants have netted 
contractual amounts where offsetting purchase and sale contracts exist with 
identical delivery locations and times of delivery. Where all commodity positions 
are pertectly offset, no quantities are shown. 

December 31, 2Dl6 

Duke 
Energy 

Duke Energy 
Carolinas 

Progress 
Energy 

Duke Energy 
Progress 

Duke Energy 
Florida 

Duke Energy 
Ohio 

Duke Energy 
Indiana 

Electricity (gigawatt-hours) 
Natural gas (millions of dekatherms)lal 

147 
890 91 

(a) Amounts at Duke Energy increased 529 million dekatherms due to the acquisition of Piedmont in 2016. 

Duke Duke Energy 
Energy Carolinas 

Electricity (gigawatt-hours) 70 
Natural gas (millions of dekatherms} 398 66 

269 118 151 

December 31, 2015 

Progress Duke Energy Duke Energy 
Energy Progress Florida 

332 117 215 

LOCATION AND FAIR VALUE OF DERIVATIVE ASSETS AND LIABILITIES RECOGNIZED JN THE CONSOLIDATED BALANCE SHEETS 

Duke Energy 
Ohio 

34 

147 
1 

Duke Energy 
Indiana 

36 

The following tables show the fair value and balance sheet location of derivative instruments. Although derivatives subject to master netting arrangements are 
netted on the Consolidated Balance Sheets, the fair values presented below are shown gross and cash collateral on the derivatives has not been netted against the 
fair values shown. 

Derivative Assets December 31, 2Dl6 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Commodity Contracts 

Not Designated as Hedging Instruments 
Current $108 $ 23 $ 61 $ 35 $ 26 $ 4 $ 16 
Noncurrent 32 10 21 10 11 1 
Total Derivative Assets -Commodi~ Contracts $140 $ 33 $ 82 $45 $ 37 $ 5 $ 16 
Interest Rate Contracts 

Designated as Hedging Instruments 

Noncurrent $ 19 $ $- $- $- $- $ 
Not Designated as Hedging Instruments 
Current 3 3 1 2 
Total Derivative Assets - Interest Rate Contracts $ 22 $ $ 3 $ 1 $ 2 $- $ 
Total Derivative Assets $162 $ 33 $ 85 $ 46 $ 39 $ 5 $ 16 
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Derivative Liabilities December 31, 2016 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Commodity Contracts 

Not Designated as Hedging Instruments 
Current $ 43 $ $ 12 $ $ 12 $- $ 2 
Noncurrent 166 7 

Total Derivative Liabilities-Commodi~ Contracts $ 209 $ $ 19 $ $ 12 $- $ 2 
Interest Rate Contracts 
Designated as Hedging Instruments 
Current $ 8 $ $ $- $ $- $ 
Noncurrent 8 

Not Designated as Hedging Instruments 

Current 1 1 
Noncurrent 26 15 6 6 5 
Total Derivative liabilities - Interest Rate Contracts $ 43 $ 15 $ 6 $ 6 $ $ 6 $ 
Total Derivative Liabilities $ 252 $ 16 $ 25 $ 7 $ 12 $ 6 $ 2 

Derivative Assets December 31, 2015 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Commodity Contracts 

Not Designated as Hedging Instruments 
Current $ 12 $ $ 1 $- $ 1 $ 3 $ 7 
Noncurrent 4 4 4 
Total Derivative Assets - Commodi~ Contracts $ 16 $ $ 5 $- $ 5 $ 3 $ 7 
Interest Rate Contracts 

Designated as Hedging Instruments 

Noncurrent $ 3 $ - $- $- $ $ - $-

Not Designated as Hedging Instruments 
Current 6 6 2 2 
Total Derivative Assets - Interest Rate Contracts $ 9 $ $ 6 $ 2 $ 2 $ $-
Total Derivative Assets $ 25 $ $ 11 $ 2 $ 7 $ 3 ~ 7 

Derivative Liabilities December 31, 2015 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Commodity Contracts 

Not Designated as Hedging Instruments 
Current $ 256 $ 32 $ 222 $ 77 $ 145 $ $-
Noncurrent 100 8 92 16 71 

Total Derivative liabilities - Commodity Contracts $ 356 $ 40 $ 314 $ 93 $ 216 $ $-

Interest Rate Contracts 

Designated as Hedging Instruments 

Current $ 9 $ $- $- $ $ $-

Noncurrent 13 

Not Designated as Hedging Instruments 
Current 4 3 1 
Noncurrent 15 5 5 5 6 
Total Derivative Liabilities- Interest Rate Contracts $ 41 $ 5 $ 8 $ 5 $ $ 7 $-
Total Derivative liabilities $ 397 $ 45 $ 322 $ 98 $ 216 $ 7 $-
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OFFSETTING ASSETS AND LIABILITIES 

The following tables present the line items on the Consolidated Balance Sheets where derivatives are reported. Substantially all of Duke Energy's outstanding 
derivative contracts are subject to enforceable master netting arrangements. The Gross amounts offset in the tables below show the effect of these netting 
arrangements on financial position and include collateral posted to offset the net position. The amounts shown are calculated by counterparty. Accounts receivable or 
accounts payable may also be available to offset exposures in the event of bankruptcy. These amounts are not included in the tables below. 

Derivative Assets December 31, 2016 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Current 
Gross amounts recognized $111 $ 23 $ 64 $ 36 $ 28 $ 4 $ 16 
Gross amounts offset {II) 1111 1111 
Net amounts Eresented in Current Assets: Other $100 $ 23 $ 53 $ 36 $ 17 $ 4 $ 16 
Noncurrent 
Gross amounts recognized $ 51 $ 10 $ 21 $ 10 $ 11 $ $ 
Gross amounts offset 121 {I) {I) {I) 

Net amounts eresented in Investments and Other Assets: Other $ 49 $ 9 $ 20 $ 9 $ 11 $ 1 $-

Derivative Liabilities December 31, 2016 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Current 
Gross amounts recognized $ 52 $- $ 12 $- $ 12 $ 1 $ 2 
Gross amounts offset (11) 1111 1111 
Net amounts gresented in Current Liabilities: Other $ 41 $ - $ 1 $- $ 1 $ $ 2 
Noncurrent 
Gross amounts recognized $200 $ 16 $ 13 $ 7 $- $ 5 $ 
Gross amounts offset (2) {I) {I) (1) 

Net amounts gresented in Deferred Credits and Other Liabilities: Other $198 $ 15 $ 12 $ 6 $- $ 5 $ 

Derivative Assets December 31, 2015 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Current 
Gross amounts recognized $ 18 $- $ 7 $ 2 $ 3 $ 3 $ 7 
Gross amounts offset (3) 12) 12) 
Net amounts gresented in Current Assets: Other $ 15 1- $ 5 $ 2 $ l $ 3 $ 7 
Noncurrent 
Gross amounts recognized $ 7 $- $ 4 $- $ 4 $- $ 
Gross amounts offset (4) 14) (4) 

Net amounts gresented in Investments and Other Assets: Other $ 3 1- $- 1- 1- $- $-

Derivative Liabilities December 31, 2015 

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy 
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Current 
Gross amounts recognized $269 $ 32 $ 225 $ 77 $145 $ l $ 
Gross amounts offset (22) (21) {]) (20) 
Net amounts gresented in Current liabilities: Other $247 1 32 1204 $ 76 $125 $ $ 
Noncurrent 
Gross amounts recognized $128 $ 13 $ 97 $ 21 $ 71 $ 6 $-
Gross amounts offset (16) (15) (15) 

Net amounts gresented in Deferred Credits and Other Liabilities: other $112 $ 13 $ 82 $ 21 $ 56 $ 6 $ -
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OBJECTIVE CREDIT CONTINGENT FEATURES 

Certain derivative contracts contain objective credit contingent features. These features include the requirement to post cash collateral or letters of credit if 
specific events occur, such as a credit rating downgrade below investment grade. The following tables show information with respect to derivative contracts that are 
in a net liability position and contain objective credit-risk-related payment provisions. Amounts for Duke Energy Ohio and Duke Energy Indiana were not material. 

(in millions) 

Aggregate fair value of derivatives in a net liability position 

Fair value of collateral already posted 

Additional cash collateral or letters of credit in the event credit-risk-related contingent 
features were triggered 

(in millions) 

Aggregate fair value of derivatives in a net liability position 

Fair value of collateral already posted 

Additional cash collateral or letters of credit in the event credit-risk-related contingent 
features were triggered 

Duke 
Energy 

$ 34 

34 

Duke 
Energy 

$ 334 

30 

304 

Duke Energy 
Carolinas 

$ 16 

16 

Duke Energy 
Carolinas 

$ 45 

45 

December 31, 2016 

Progress Duke Energy Duke Energy 
Energy Progress Florida 

$ 18 $ 6 $ 12 

18 6 12 

December 31, 2015 

Progress Duke Energy Duke Energy 
Energy Progress Florida 

$ 290 $ 93 $ 194 

30 30 

260 93 164 

The Duke Energy Registrants have elected to offset cash collateral and fair values of derivatives. For amounts to be netted, the derivative and cash collateral 
must be executed with the same counterparty under the same master netting arrangement. At December 31, 2015, receivables of $30 million at Duke Energy Florida 
related to the right to reclaim cash collateral under master netting arrangements were offset against net derivative positions on the Consolidated Balance Sheets of 
Duke Energy, Progress Energy and Duke Energy Florida. 

15. INVESTMENTS IN DEBT AND EQUITY SECURITIES 

TRADING SECURITIES 

Investments in debt and equity securities held in rabbi trusts associated 
with certain deferred compensation plans are classified as trading securities. 
The fair value of these investments was $5 million at December 31, 2Dl6. 

AVAILABLE-FOR-SALE SECURITIES 

The Duke Energy Registrants classify their investments in debt and equity 
securities as available-for-sale. 

Duke Energy's available-for-sale securities are primarily comprised of 
investments held in (i) the NDTF at Duke Energy Carolinas, Duke Energy Progress 
and Duke Energy Florida, (ii) grantor trusts at Duke Energy Progress, Duke Energy 
Florida and Duke Energy Indiana related to OPEB plans and (iii) Bison. 

Duke Energy classifies all other investments in debt and equity securities 
as long term, unless otherwise noted. 

Investment Trusts 

The investments within the NDTF investments and the Duke Energy 
Progress, Duke Energy Florida and Duke Energy Indiana grantor trusts 
(Investment Trusts) are managed by independent investment managers with 
discretion to buy, sell and invest pursuant to the objectives set forth by the 
trust agreements. The Duke Energy Registrants have limited oversight of the 
day-to-day management of these investments. As a result, the ability to hold 
investments in unrealized loss positions is outside the control of the Duke 
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Energy Registrants. Accordingly, all unrealized losses associated with debt and 
equity securities within the Investment Trusts are considered oms and are 
recognized immediately. 

Investments within the Investment Trusts generally qualify for regulatory 
accounting and accordingly realized and unrealized gains and losses are 
generally deferred as a regulatory asset or liability. 

Other Available-for-Sale Securities 

Unrealized gains and losses on all other available-for-sale securities are 
included in other comprehensive income until realized, unless it is determined 
the carrying value of an investment is other-than-temporarily impaired. If an 
om exists, the unrealized loss is included in earnings based on the criteria 
discussed below. 

The Duke Energy Registrants analyze 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, (i) the length of time over which the market value has 
been lower than the cost basis of the investment, (ii) the percentage decline 
compared to the cost of the investment and (iii) management's intent and 
ability to retain its investment 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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If the entity does not have an intent to sell a debt security and it is not 
more likely than not 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 a credit loss exists. In determining whether a credit loss exists, 
management considers, among other things, (i) the length of time and the extent 
to which the fair value has been less than the amortized cost basis, (ii) 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, 

DUKE ENERGY 

(iii) consideration of underlying collateral and guarantees of amounts by 
government entities, (iv) ability of the issuer of the security to make scheduled 
interest or principal payments and (v) any changes to the rating of the security 
by rating agencies. If a credit loss exists, the amount of impairment write-down 
to fair value is split between credit loss and other factors. The amount related 
to credit loss is recognized in earnings. The amount related to other factors is 
recognized in other comprehensive income. There were no material credit losses 
as of December 31, 2016 and 2015. 

The following table presents the estimated fair value of investments in available-for-sale securities. 

December 31, 2016 December 31, 2015 

Gross Unrealized Gross Unrealized Estimated Gross Unrealized Gross Unrealized Estimated 
(in millions) Holding Gains Holding Losseslll Fair Value Holding Gains Holding Losses!al FairYalue 

NDTF 
Cash and cash equivalents $ $ $ 111 $ $ $ 179 
Equity securities 2,092 54 4,106 1,823 58 3,590 
Corporate debt securities 10 8 528 7 8 432 
Municipal bonds 3 10 331 5 1 185 
U.S. government bonds 10 8 984 11 5 1,254 
Other debt securities 3 124 4 177 

Total NDTF $ 2,115 $ 83 $ 6,184 $ 1,846 $ 76 $ 5,817 

Other Investments 
Cash and cash equivalents $ $ $ 25 $ $ $ 29 
Equity securities 38 104 32 1 95 
Corporate debt securities 1 1 66 1 3 92 
Municipal bonds 2 82 3 74 
U.S. government bonds 1 51 45 
Other debt securities 2 42 2 62 
Total Other Jnvestments!bl $ 41 $ 5 $ 370 $ 36 $ 7 $ 397 

Total Investments $ 2,156 $ 88 $ 6,554 $ 1,882 $ 83 $ 6,214 

(a) Substantially all these amounts are considered OTils on investments within Investment Trusts that have been recognized immediately as a regulator) asset. 
(~) These amounts are recorded Jn other within Investments and Other Assets on the Consolidated Balance Sheets. 

The table below summarizes the maturity date for debt securities. 

(in millions) December 31, 2016 
Due in one year or less $ 94 
Due after one through five years 653 
Due after five through 10 years 515 
Due after 10 years 946 

Total $2,208 

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows. 

(in millions) 

Realized gains 
Realized losses 

161 

Years Ended December 31, 

2016 2015 2014 
$246 $193 $271 

187 98 105 
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DUKE ENERGY CAROLINAS 

The following table presents the estimated lair value of investments in available-for-sale securities. 

December 31, 2016 December 31, 2015 

Gross Unrealized Gross Unrealized Estimated Gross Unrealized Gross Unrealized Estimated 
(in millions) Holding: Gains Holding Losses!al Fair Value Holding Gains Holding Lossesrai Fair Value 

NDTF 
Cash and cash equivalents $ $ $ 18 $ $ $ 34 
Equity securities 1,157 28 2,245 1,021 27 2,094 
Corporate debt securities 5 6 354 3 5 292 
Municipal bonds 2 67 33 
U.S. government bonds 5 458 3 3 438 
Other debt securities 3 ll6 4 147 

Total NDTF $ 1,165 $ 44 $ 3,258 $ 1,028 $ 39 $ 3,038 

Other Investments 
Other debt securities $ $ $ 3 $ $ $ 3 

Total Other lnvestments(b) $ $ $ 3 $ $ $ 3 

Total Investments $ 1,165 $ 45 $ 3,261 $ 1,028 $ 40 $ 3,041 

lal Substantially all these amounts represent OTils on investments within lnvestmerrt Trusts that have been recognized immediately as a regulatory asset. 
~) These amounts are recori:led in Other within Investments alll Other Assets on the Cons~idated Balance Sheets. 

The table below summarizes the maturity date for debt securities. 

(in millions) December 31, 2016 

Due in one year or less $ 3 
Due after one through five years 230 
Due after five through 10 years 260 
Due after 10 years 505 

Total $998 

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows. 

(in millions) 
Realized gains 
Realized losses 

162 

Years Ended December 31, 

2016 
$157 

121 

2015 
$158 

83 

2014 
$109 

93 



PART II 

KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachltlen!~ Annual Report 2016 

Page 180 of258 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, llC • PROGRESS ENERGY, INC. • 
DUKE ENERGY PROGRESS, llC • DUKE ENERGY FLORIDA, llC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, LLC 

Combined Notes to Consolidated Financial Statements- (Continued) 

PROGRESS ENERGY 

The following table presents the estimated fair value of investments in available-for-sale securities. 

December 31, 2016 December 31, 2015 

Gross Unrealized Gross Unrealized Estimated Gross Unrealized Gross Unrealized Estimated 
(in millions) Holding Gains Holding Losses!al Fair Value Holding Gains Holding Losses111 FairYalue 

NDTF 
Cash and cash equivalents $ $ $ 93 $ $ $ 145 
Equity securities 935 26 1,861 802 31 1,496 
Corporate debt securities 5 2 174 4 3 140 
Municipal bonds 2 8 264 4 152 
U.S. government bonds 8 3 526 8 2 816 
Other debt securities 8 30 

Total NDTF $ 950 $ 39 $ 2,926 $ 818 $ 37 $ 2,779 

Other Investments 
Cash and cash equivalents $ $ $ 21 $ $ $ 18 
Municipal bonds 2 44 3 45 

Total Other Jnvestments!bJ $ 2 $ $ 65 $ 3 $ $ 63 

Total Investments $ 952 $ 39 $ 2,991 $ 811 $ 37 $ 2,842 

(al Substantially all these amounts represent Onls on investments within Investment Trusts that have been recognized immediately as a regulatory asset. 
(bl 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. 

(in millions) December 31, 2016 
Due in one year or less $ 84 
Due after one through five years 347 
Due after five through 10 years 187 
Due after 10 years 398 

Total $ 1,016 

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows. 

(in millions) 

Realized gains 
Realized losses 

163 

Years Ended December 31, 

2016 2015 2014 

$ 84 $ 33 $157 
64 13 11 
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DUKE ENERGY PROGRESS 

The following table presents the estimated fair value of investments in available-for-sale securities. 

December 31, 2016 December 31, 2015 

Gross Unrealized Gross Unrealized Estimated Gross Unrealized Gross Unrealized Estimated 
(in millions) Holding Gains Holding Losses!11 Fair Value Holding Gains Holding Losses<1l FairYalue 

NDTF 
Cash and cash equivalents $ $ $ 45 $ $ $ 110 
Equity securities 704 21 1,505 596 25 1,178 
Corporate debt securities 4 1 120 3 2 96 
Municipal bonds 2 8 263 4 150 
U.S. government bonds 5 2 275 6 2 486 
Other debt securities 5 18 

Total NDTF $ 715 $ 32 $ 2,213 $ 609 $ 30 $ 2,038 

Other Investments 
Cash and cash equivalents $ $ $ 1 $ $ $ 

Total Other lnvestments<bl $ $ $ 1 $ $ $ 

Total Investments $ 715 $ 32 $ 2,214 $ 609 $ 30 $ 2,039 

(al Substantially all these amounts are considered OTils on investments within Investment Trusts that have been recognized immediately as a regulatory asset. 
lb) 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. 

(in millions) December 31, 2016 

Due in one year or less $ 28 
Due after one through five years 190 
Due after five through ID years 142 
Due after l D years 303 
Total $ 663 

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows. 

(in millions) 

Realized gains 
Realized losses 

164 

Years Ended December 31, 

2016 2015 2014 

$71 $26 $19 
55 11 5 
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DUKE ENERGY FLORIDA 

The following table presents the estimated fair value of investments in available-for-sale securities. 

December 31, 2016 December 31, 2015 

Gross Unrealized Gross Unrealized Estimated Gross Unrealized Gross Unrealized Estimated 
(in millions) Holding Gains Holding Losses!a! Fair Value Holding Gains Holding Losses!al Fair Value 

NDTF 
Cash and cash equivalents $ $ $ 48 $ $ $ 35 
Equity securities 231 5 356 206 6 318 
Corporate debt securities 1 54 44 
Municipal bonds 1 2 
U.S. government bonds 3 251 2 330 
Other debt securities 3 12 

Total NDT~01 $ 235 $ 7 $ 713 $ 209 $ 7 $ 741 

Other Investments 
Cash and cash equivalents $ $ $ 4 $ $ $ 6 
Municipal bonds 2 44 3 45 
Total Other lnvestmentsrc1 $ 2 $ $ 48 $ 3 $ $ 51 

Total Investments $ 237 $ 7 $ 761 $ 212 $ 7 $ 792 

(a) Substantially all these amounts are considered OITls on imestments within Investment Trusts that have been recognized immediately as a regulatory asset. 
lb) The decrease in estimated fair value of the NOTF as of December 31, 2016, is primarily due to reimbursements from Iha NDTFfor costs related to ongoing decommissioningacUvity of Crystal River Unit 3. 
[C) These amounts are recorded in Other within lnvestments and Other Assets on tile Consolidated Balance Sheets. 

The table below summarizes the maturity date for debt securities. 

(in millions) December 31, 2016 

Due in one year or less $ 56 
Due after one through five years 157 
Due after five through 10 years 45 
Due after 10 years 95 

Total $353 

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows. 

(in millions) 

Realized gains 
Realized losses 
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Years Ended December 31, 

2016 2015 2014 

$13 $ 7 $138 
9 2 5 
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DUKE ENERGY INDIANA 

The following table presents the estimated fair value of investments in available-for-sale securities. 

December 31, 2016 December 31, 2015 

(in millions) 

Other Investments 
Cash and cash equivalents 
Equity securities 
Corporate debt securities 
Municipal bonds 
U.S. government bonds 

Total Other lnvestments!bl 

Total Investments 

Gross Unrealized 
Holding Gains 

$ 
33 

$ 33 

$ 33 

Gross Unrealized 
Holding Losses!al 

$ 

$ 

$ 

$ 

$ 

$ 

Estimated 
Fair Value 

79 
2 

28 

110 

110 

Gross Unrealized 
Holding Gains 

$ 
27 

$ 27 

$ 27 

Gross Unrealized 
Holding Losses!Jl 

$ 

$ 

$ 

$ 

$ 

$ 

Estimated 
Fair Value 

2 
71 
2 

26 

101 

101 

(a) Substantially all these amounts are considered oms on investments within Investment Trusts that have been recognized immediately as a regulatory asset. 
(b) These amounts are recorded in Other within Investments and Otller Assets on lhe Consolidated Balance Sheets. 

The table below summarizes the maturity date for debt securities. 

(in millions) 

Due in one year or less 
Due after one through five years 
Due after five through 10 years 
Due after 10 years 

Total 

December 31, 2016 

$ 3 
13 
9 
6 

$31 

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were insignificant for the years 
ended December 31, 2016, 2015 and 2014. 

16. FAIR VALUE MEASUREMENTS 

Fair value is the exchange price to sell an asset or transfer a liability in 
an orderly transaction between market participants at the measurement date. 
The fair value definition focuses on an exit price versus the acquisition cost. 
Fair value measurements use market data or assumptions 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 may 
be readily observable, corroborated by market data, or generally unobservable. 
Valuation techniques maximize the use of observable inputs and minimize use 
of unobservable inputs. A midmarket pricing convention (the midpoint price 
between bid and ask prices) is permitted for use as a practical expedient. 

Fair value measurements are classified in three levels based on the fair 
value hierarchy, 

Level 1- Unadjusted quoted prices in active markets for identical assets 
or liabilities that the reporting entity can access at the measurement date. An 
active market is one in which transactions for an asset or liability occur with 
sufficient frequency and volume to provide ongoing pricing information. 

Level 2 -A fair value measurement utilizing inputs other than quoted 
prices included in Level 1 that are observable, either directly or indirectly, for an 
asset or liability. Inputs include (i) quoted prices for similar assets or liabilities 
in active markets, (ii) quoted prices for identical or similar assets or liabilities in 
markets that are not active, (iii) and inputs other than quoted market prices that 

166 

are observable for the asset or liability, such as interest rate curves and yield 
curves observable at commonly quoted intervals, volatilities and credit spreads. 
A Level 2 measurement cannot have more than an insignificant portion of its 
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 3 -Any fair value measurement which includes unobservable 
inputs for more than an insignificant portion of the valuation. These inputs may 
be used with internally developed methodologies that result in management's 
best estimate of fair value. Level 3 measurements may include longer-term 
instruments that extend into periods in which observable inputs are not 
available. 

Not Categorized - Certain investments are not categorized within the 
Fair Value hierarchy. These investments are measured based on the fair value of 
the underlying investments but may not be readily redeemable at that fair value. 

Fair value accounting guidance permits entities to elect to measure 
certain financial instruments that are not required to be accounted for at fair 
value, such as equity method investments or the company's own debt, at fair 
value. The Duke Energy Registrants have not elected to record any of these 
items at fair value. 
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Transfers between levels represent assets or liabilities that were 
previously (il categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs 
became more observable during the period. The Duke Energy Registrant's policy 
is to recognize transfers between levels of the fair value hierarchy at the end 
of the period. There were no transfers between Levels 1 and 2 during the years 
ended December 31, 2016, 2015 and 2014. Transfers out of level 3 during the 
year ended December 31, 2014, were the result offorward commodity prices 
becoming observable due to the passage of time. 

Valuation methods of the primary fair value measurements disclosed 
below are as follows. 

Investments in equity securities 

The majority of investments in equity securities are valued using Level 1 
measurements. Investments in equity securities are typically valued at the 
closing price in the principal active market as of the last business day of the 
quarter. Principal active markets for equity prices include published exchanges 
such as the New York Stock Exchange (NYSE) and the NASDAQ Stock Market. 
Foreign equity prices are translated from their trading currency using the 
currency exchange rate in effect at the close of the principal active market. 
There was no after-hours market activity that was required to be reflected in the 
reported fair value measurements. 

Investments in debt securities 

Most investments in debt securities are valued using Level 2 
measurements because the valuations use 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. If the market for a 
particular fixed-income security is relatively inactive or illiquid, the measurement 
is level 3. 

DUKE ENERGY 

Commodity derivatives 

Commodity derivatives with clearinghouses are classified as Level I. 
Other commodity derivatives are primarily valued using internally developed 
discounted cash flow models which incorporate forward price, adjustments for 
liquidity (bid-ask spread) and credit or non-pertormance risk (after reflecting 
credit enhancements such as collateral) and are discounted to present value. 
Pricing inputs are derived from published exchange transaction prices and 
other observable data sources. In the absence of an active market, the last 
available price may be used. If forward price curves are not observable for 
the full term of the contract and the unobservable period had more than an 
insignificant impact on the valuation, the commodity derivative is classified as 
level 3. In isolation, increases (decreases) in natural gas forward prices result 
in favorable (unfavorable) fair value adjustments for gas purchase contracts; 
and increases (decreases) in electricity forward prices result in unfavorable 
(favorable) fair value adjustments for electricity sales contracts. Duke Energy 
regularly evaluates and validates pricing inputs used to estimate the fair value 
of gas commodity contracts by a market participant price verification procedure. 
This procedure provides a comparison of internal forward commodity curves to 
market participant generated curves. 

Interest rate derivatives 

Most over-the-counter interest rate contract derivatives are valued using 
financial models which utilize observable inputs for similar instruments and 
are classified as Level 2. Inputs include forward interest rate curves, notional 
amounts, interest rates and credit quality of the counterparties. 

Other fair value considerations 

See Note 11 for a discussion of the valuation of goodwill and intangible 
assets. See Note 2 related to the acquisition of Piedmont in 2016 and the 
purchase of NCEMPA's ownership interests in certain generating assets in 2015. 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Sheets. 
Derivative amounts in the table below exclude cash collateral, which is disclosed in Note 14. See Note 15 for additional information related to investments by major 
security type. 

December 31, 2016 

(in millions) Total Fair Value Level I Level 2 Level 3 Not Categorized 

Nuclear decommissioning trust fund equity securities $ 4,106 $4,029 $ - $ $ 77 
Nuclear decommissioning trust fund debt securities 2,078 632 1,446 
Other trading and available-for-sale equity securities 104 104 
Other trading and available-for-sale debt securities 266 75 186 5 
Derivative assets 162 5 136 21 

Total assets 6,716 4,845 1,768 26 77 
Derivative liabilities (252) (2) (63) (187) 

Net assets (liabilities) $ 6,464 $4,843 $1,705 $(161) $ 77 

167 
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December 31, 2015 

(in millions) Total Fair Value Levell Level 2 Level 3 Not Categorized 

Nuclear decommissioning trust fund equity securities $ 3,590 $ 3,418 $ - $- $ 172 
Nuclear decommissioning trust fund debt securities 2,227 672 1,555 
Other available-for-sale equity securities 95 95 
Other available-for-sale debt securities 302 75 222 5 
Derivative assets 25 15 10 

Total assets 6,239 4,260 1,792 15 172 
Derivative liabilities 1397) 1397) 

Net assets $ 5,842 $ 4,260 $1,395 $ 15 $ 172 

The following tables provide reconciliations of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements. 
Amounts included in earnings for derivatives are primarily included in Operating Revenues. 

(in millions) 

Balance at beginning of period 
Derivative liability resulting from the acquisition of Piedmont 
Purchases, safes, issuances and settlements: 

Purchases 
Settlements 

Total gains included on the Consolidated Balance Sheet as regulatory assets or liabilities 

Balance at end of period 

(in millions) 

Balance at beginning of period 
Total pretax realized or unrealized gains (losses) included in earnings 
Pun::hases, sales, issuances and settlements: 

Purchases 
Sales 
Settlements 

Total gains included on the Consolidated Balance Sheet as regulatory assets or liabilities 

Balance at end of period 

DUKE ENERGY CAROLINAS 

Investments 

$ 5 

$ 5 

Investments 

$ 5 

$ 5 

December 31, 2016 

Derivatives (net) Total 

$ 10 $ 15 
1187) 11871 

33 33 
128) 1281 

6 6 

$ 11661 $ 1161) 

December 31, 2015 

Derivatives (net) Total 

$ 111 $ 4 
21 21 

24 24 
111 111 

137) 1371 
4 4 

$ 10 $ 15 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Sheets. 
Derivative amounts in the table below exclude cash collateral, which is disclosed in Note 14. See Note 15 for additional information related to investments by major 
security type. 

December 31, 2016 

(in millions) Total Fair Value Level I Level 2 Level 3 Not Categorized 

Nuclear decommissioning trust fund equity securities $2,245 $2,168 $ $- $ 77 
Nuclear decommissioning trust fund debt securities 1,013 178 835 
Other available-for-sale debt securities 3 3 
Derivative assets 33 33 

Total assets 3,294 2,346 868 3 77 

Derivative liabilities 116) 116) 

Net assets $ 3,278 $2,346 $ 852 $ 3 $ 77 

168 
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December 31, 2015 

(in millions) Total Fair Value level 1 level 2 Level 3 Not Categorized 

Nuclear decommissioning trust fund equity securities $ 2,094 $1,922 $ $- $ 172 
Nuclear decommissioning trust fund debt securities 944 246 698 
Other available-for-sale debt securities 3 3 

Total assets 3,041 2,168 698 3 172 

Derivative liabilities (45) (45) 

Net assets $ 2,996 $2,168 $ 653 $ 3 $ 172 

There was no change to the Level 3 balance during the years ended December 31, 2016 and 2015. 

PROGRESS ENERGY 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Sheets. 
Derivative amounts in the table below exclude cash collateral, which is disclosed in Note 14. See Note 15 for additional information related to investments by major 
security type. 

(in millions) 

Nuclear decommissioning trust fund equity securities 
Nuclear decommissioning trust fund debt securities 
Other available-for-sale debt securities 
Derivative assets 

Total assets 
Derivative liabilities 

Net assets 

(in millions) 

Nuclear decommissioning trust fund equity securities 
Nuclear decommissioning trust fund debt securities 
Other available-for-sale debt securities 
DerivaUve assets 

Total assets 
Derivative liabilities 

Net assets 

DUKE ENERGY PROGRESS 

December 31, 2016 

Total Fair Value Levell 

$1,861 $1,861 
1,065 454 

65 21 
85 

3,076 2,336 
(25) 

$3,051 $2,336 

December 31, 2015 

Total Fair value Level 1 

$1,496 $1,496 
1,283 426 

63 18 
11 

2,853 1,940 
(322) 

$ 2,531 $1,940 

level 2 

$ -
611 
44 
85 

740 
(25) 

$ 715 

level 2 

$ 
857 
45 
11 

913 
(3221 

$ 591 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Sheets. Derivative 
amounts in the table below exclude cash collateral, which is disclosed in Note 14. See Note 15 foradditional information related to investments by majorsecurity type. 

(in millions) 
Nuclear decommissioning trust fund equity securities 
Nuclear decommissioning trust fund debt securities and other 
Other available-for-sale debt securities and other 
Derivative assets 

Total assets 
Derivative liabilities 

Net assets 

169 

December 31, 2016 

Total Fair value level l 
$1,505 $1,505 

708 207 
1 1 

46 

2,260 1,713 
(7) 

$2,253 $1,713 

level 2 
$-

501 

46 

547 
(7) 

$ 540 
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December 31, 2015 

(in millions) 

Nuclear decommissioning trust fund equity securities 
Nuclear decommissioning trust fund debt securities and other 
other available-for-sale debt securities and other 
Derivative assets 

Total assets 
Derivative liabilities 

Net assets 

DUKE ENERGY FLORIDA 

Total Fair Value level I 

$1,178 $1,178 
860 141 

2 

2,041 1,320 
198) 

$1,943 $1,320 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Sheets. 

Level 2 

$-
719 

2 

711 
198) 

$ 623 

Derivative amounts in the table below exclude cash collateral, which is disclosed in Note 14. See Note 15 for additional information related to investments by major 
security type. 

(in millions) 

Nuclear decommissioning trust fund equity securities 
Nuclear decommissioning trust fund debt securities and other 
other available-for-sale debt securities and other 
Derivative assets 

Total assets 
Derivative liabilities 

Net assets 

(in millions) 

Nuclear decommissioning trust fund equity securities 
Nuclear decommissioning trust fund debt securities and other 
Other available-for-sale debt securities and other 
Derivative assets 

Total assets 
Derivative liabilities 

Net assets (liabilities) 

170 

December 31, 2016 

Total Fair Value Level I 

$ 356 $356 
357 247 
48 4 
39 

800 607 
112) 

$ 788 $607 

December 31, 2015 

Total Fair Value Level I 

$ 318 $318 
423 285 
51 6 
7 

799 609 
12161 

$ 583 $609 

Level 2 

$-
110 
44 
39 

193 
112) 

$ 181 

Level 2 

$ -
138 

45 
7 

190 
1216) 

$ 126) 
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DUKE ENERGY OHIO 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Sheets. 
Derivative amounts in the table below exclude cash collateral, which are disclosed in Note 14. 

(in millions) 

Derivative assets 
Derivative liabilities 

Net (liabilities) assets 

(in millions) 

Derivative assets 
Derivative liabilities 

Net (liabilities) assets 

December 31, 1016 

Total Fair Value Level I Level 1 

$ 5 $ $-
(6) (6) 

$ (I) $ $ (6) 

December 31, 1015 

Total Fair Value Level I Level 1 

$ 3 $- $-
(7) ()) 

$ (4) $- $ ()) 

Level 3 

$ 5 

$ 5 

Level 3 

$ 3 

$ 3 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements. 

(in millions) 

Balance at beginning of period 
Total pretax realized or unrealized gains (losses) included in earnings 
Purchases, sales, issuances and settlements: 

Purchases 
Settlements 

Total gains included on the Consolidated Balance Sheet as regulatory assets or liabilities 

Balance at end of period 

DUKE ENERGY INDIANA 

Derivatives (net) 

Years Ended December 31, 

1016 

$ 3 

5 
(5) 

1 

$ 5 

1015 

$(18) 
21 

5 
(5) 

$ 3 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Sheets. Derivative 
amounts in the table below exclude cash collateral, which is disclosed in Note 14. See Note 15 for additional information related to investments by major security type. 

Un millions) 

Other available-for-sale equity securities 
Other available-for-sale debt securities and other 
Derivative assets 

Total assets 
Derivative liabilities 

Net assets 

(in millions) 

Other available-for-sale equity securities 
Other available-for-sale debt securities and other 
Derivative assets 

Net assets 

171 

December 31, 1016 
Total Fair Value Level I Level 1 

$ 79 $79 $-
31 31 
16 

116 79 31 
(1) (1) 

$114 $ 77 $ 31 

December 31, 1015 

Total Fair Value Level I Level 1 

$ 71 $ 71 $-
30 2 28 
7 

$108 $ 73 $ 28 

Level 3 

$ 

16 

16 

$ 16 

Level 3 

$-

7 

$ 7 
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The following table provides a reconciliation of be~nning and ending balances of assets and liabilities measured at fair value using Level 3 measurements. 

(in millions) 

Balance at beginning of period 
Purchases, sales, issuances and settlements: 

Purchases 
Settlements 

Total gains included on the Consolidated Balance Sheet as regulatory assets or liabilities 

Balance at end of period 

QUANTITATIVE INFORMATION ABOUT UNOBSERVABLE INPUTS 

Derivatives (net) 

Years Ended December 31, 

2016 

$ 7 

29 
(24) 

4 

$ 16 

2015 

$ 14 

19 
(30) 

4 

$ 7 

The following table includes quantitative information about the Duke Energy Registrants' derivatives classified as Level 3. 

Investment Type 

Duke Energy 

Natural gas contracts 
Financial Transmission Rights (FTRs) 
Total Level 3 derivatives 

Duke Energy Ohio 
Duke Energy Indiana 

Investment Type 

Duke Energy 
Duke Energy Ohio 

Duke Energy Indiana 

OTHER FAIR VALUE DISCLOSURES 

Fair Value 
(in millions) Valuation Technique 

$(187) Discounted cash flow 
21 RTO auction pricing 

$1166) 

$ 5 RTO auction pricing 

16 RTO auction pricing 

Fair Value 
(in millions) Valuation Technique 

$ 10 RTO auction pricing 
3 RTO auction pricing 

7 RTO auction pricing 

December 31, 2016 

Unobservable Input 

Forward natural gas curves- price per m'illion British thermal 
unit IMMBtu) 
FTR price - per megawatt·hour (MWh) 

FTR price - per MWh 

FTR price - per MWh 

December 31, 2015 

Unobservable Input 

FTR price- per MWh 
FTR price- per MWh 
FTR price - per MWh 

Range 

$ 2.31 -$ 4.18 
(0.83)- 9.32 

$ 0.77 -$ 3.52 
(0.83)- 9.32 

Range 

$ (0.74)-$ 7.29 
0.67 - 2.53 
(0.74)- 7.29 

The fair value and book value of long-term debt, including current maturities, is summarized in the following table. Estimates determined are not necessarily 
indicative of amounts that could have been settled in current markets. Fair value of long-term debt uses Level 2 measurements. 

December 31, 2016 December 31, 2015 

(in millions) Book Value Fair Value Book Value Fair Value 

Duke Energy $47,895 $49,161 $38,868 $41,767 
Duke Energy Carolinas 9,603 10,494 8,367 9,156 
Progress Energy 17,541 19,107 14,464 15,856 
Duke Energy Progress 7,011 7,357 6,518 6,757 
Duke Energy Florida 6,125 6,728 4,266 4,908 
Duke Energy Ohio 1,884 2,020 1,598 1,724 
Duke Energy Indiana 3,786 4,260 3,768 4,219 

At both December 31, 2016 and December 31, 2015, fair value of cash and cash equivalents, accounts and notes receivable, accounts payable, notes payable 
and commercial paper and non recourse notes payable of VI Es 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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17. VARIABLE INTEREST ENTITIES 

A VIE is an entity that is evaluated tor 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 tor 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 
pertormed 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. A qualitative analysis of control determines the party that 
consolidates a VIE. This assessment is based on (i) what party has the power 
to direct the activities of the VIE that most significantly impact its economic 
pertormance and (ii) what party has rights to receive benefits or is obligated to 
absorb losses that could potentially be significant to the VIE. The analysis of the 
party that consolidates a VIE is a continual reassessment. 

CONSOLIDATED VIEs 

The obligations of these VIEs discussed in the following paragraphs 
are nonrecourse to the Duke Energy Registrants. The registrants have no 
requirement to provide liquidity to, purchase assets of or guarantee pertormance 
of these VIEs unless noted in the following paragraphs. 

No financial support was provided to any of the consolidated VI Es during 
the years ended December 31, 2016, 2015 and 2014, or is expected to be 
provided in the future, that was not previously contractually required. 

Receivables Financing- DERF/DEPR/DEFR 

Duke Energy Receivables Finance Company, LLC (DERFJ, Duke Energy 
Progress Receivables, LLC (DEPR) and Duke Energy Florida Receivables, LLC 
(DEFR) are bankruptcy remote, special purpose subsidiaries of Duke Energy 
Carolinas, Duke Energy Progress and Duke Energy Florida, respectively. DERF. 
DEPR and DEFR are wholly owned limited liability companies with separate 
legal existence from their parent companies and their assets are not generally 
available to creditors of their parent companies. On a revolving basis, DERF. 
DEPR and DEFR buy certain accounts receivable arising from the sale of 
electricity and related services from their parent companies. 

Receivables Financing- Credit Facilities 

DERF. DEPR and DEFR borrow amounts under credit facilities to buy these 
receivables. Borrowing availability from the credit facilities is limited to the 
amount of qualified receivables purchased. The sole source of funds to satisfy 
the related debt obligations is cash collections from the receivables. Amounts 
borrowed under the credit facilities are reflected on the Consolidated Balance 
Sheets as long-Term Debt. 

The most significant activity that impacts the economic pertormance of 
DERF. DEPR and DEFR are the decisions made to manage delinquent receivables. 
Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida 
consolidate DERF. DEPR and DEFR, respectively, as they make those decisions. 

Receivables Financing- CRC 

CRC is a bankruptcy remote, special purpose entity indirectly owned by 
Duke Energy. On a revolving basis, CRC buys certain accounts receivable arising 
from the sale of electricity, natural gas and related services from Duke Energy 
Ohio and Duke Energy Indiana. CRC borrows amounts under a credit facility to 
buy the receivables from Duke Energy Ohio and Duke Energy Indiana. Borrowing 
availability from the credit facility is limited to the amount of qualified receivables 
sold to CRC. The sole source of funds to satisfy the related debt obligation is cash 
collections from the receivables. Amounts borrowed under the credit facility are 
reflected on Duke Energy's Consolidated Balance Sheets as long-Term Debt 

The proceeds Duke Energy Ohio and Duke Energy Indiana receive from 
the sale of receivables to CRC are typically 75 percent cash and 25 percent in 
the form of a subordinated note from CRC. The subordinated note is a retained 
interest in the receivables sold. Depending on collection experience, additional 
equity infusions to CRC may be required by Duke Energy to maintain a minimum 
equity balance of $3 million. 

CRC is considered a VIE because (i) equity capitalization is insufficient to 
support its operations, (ii) power to direct the activities that most significantly 
impact the economic pertormance of the entity are not pertormed by the equity 
holder and (iii) deficiencies in net worth of CRC are funded by Duke Energy. The 
most significant activities that impact the economic pertormance of CRC are 
decisions made to manage delinquent receivables. Duke Energy consolidates 
CRC as it makes these decisions. Neither Duke Energy Ohio nor Duke Energy 
Indiana consolidate CRC. 

The following table outlines amounts and expiration dates of the credit facilities described above. 

Expiration date 
Credit facility amount (in millions) 
Amounts borrowed at December 31, 2016 
Amounts borrowed at December 31, 2015 

Nuclear Asset-Recovery Bonds- DEFPF 

CRC 

December 2018 
$ 325 

325 
325 

Duke Energy 

Duke Energy Duke Energy Duke Energy 
Carolinas Progress Florida 

DERF DEPR DEFR 
December 2018 February 2019 April 2019 

$ 425 $ 300 $ 225 
425 300 225 
425 254 225 

DEFPF is a bankruptcy remote, wholly owned special purpose subsidiary of Duke Energy Florida. DEFPF was formed in 2016 for the sole purpose of issuing 
nuclear asset-recovery bonds to finance Duke Energy Florida's unrecovered regulatory asset related to Crystal River Unit 3. 

In June 2016, DEFPF issued $1,294 million of senior secured bonds and used the proceeds to acquire nuclear asset-recovery property from Duke Energy 
Florida. The nuclear asset-recovery property acquired includes the right to impose, bill, collect and adjust a non-bypassable nuclear asset-recovery charge from all 
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Duke Energy Florida retail customers until the bonds are paid in full and all financing costs have been recovered. The nuclear asset-recoveiy bonds are secured by 
the nuclear asset-recoveiy property and cash collections from the nuclear asset-recoveiy charges are the sole source of funds to satisfy the debt obligation. The 
bondholders have no recourse to Duke Energy Florida. For additional information see Notes 4 and 6. 

DEFPF is considered a VIE primarily because the equity capitalization is insufficient to support its operations. Duke Energy Florida has the power to direct the 
significant activities of the VIE as described above and therefore Duke Energy Florida is considered the primaiy beneficiaiy and consolidates DEFPF. 

The following table summarizes the impact of DEFPF on Duke Energy Florida's Consolidated Balance Sheets. 

(in millions) 

Receivables of V!Es 
Regulatory Assets: Current 
Current Assets: Other 
Regulatory Assets and Deferred Debits: Regulatory assets 
Current Liabilities: Other 
Current maturities of long-term debt 
long-Term Debt 

Commercial Renewables 

December 31, 2016 

$ 6 
50 
53 

1,142 
17 
62 

1,217 

Certain of Duke Energy's renewable energy facilities are VI Es due to Duke Energy issuing guarantees for debt service and operations and maintenance reserves 
in support of debt financings. Assets are restricted and cannot be pledged as collateral or sold to third parties without prior approval of debt holders. The activities 
that most significantly impact the economic pertormance of these renewable energy facilities were decisions associated with siting, negotiating PPAs, engineering, 
procurement and construction and decisions associated with ongoing operations and maintenance-related activities. Duke Energy consolidates the entities as it is 
responsible for all of these decisions. The table below presents material balances reported on Duke Energy's Consolidated Balance Sheets related to renewables VIEs. 

(in millions} 

Current Assets: Other 
Property, plant and equipment, cost 
Accumulated depreciation and amortization 
Current maturities of tong-term debt 
Long-Term Debt 
Deferred Credits and Other liabilities: Deferred income taxes 
Deferred Credits and Other liabilities: Other 

NON-CONSOLIDATED VIEs 

December 31, 2016 

$ 223 
3,419 
(453) 
198 

1,097 
275 
252 

The following tables summarize the impact of non-consolidated VI Es on the Consolidated Balance Sheets. 

December 31, 2016 

Duke Energy 

Pipeline Commercial 
(in millions) Investments Renewables Other Total 

Receivables from affiliated companies $- $ - $- $-
Investments in equity method unconsolidated affiliates 487 174 90 751 

Investments and other assets 12 12 

Total assets $ 499 $ 174 $ 90 $763 

Other current liabilities 3 3 

Deferred credits and other liabilities 13 13 

Total liabilities $- $ $ 16 $ 16 

Net assets (liabilities) $ 499 $ 174 $ 74 $747 

174 

December 31, 2015 

$ 138 
2,015 
(321) 
108 
968 
289 

33 

Duke Duke 
Energy Energy 

Ohio Indiana 

$ 82 $ 101 

$ 82 $ 101 

$- $ 
$ 82 $ 101 
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(in millions) 
Receivables from aHiliated companies 
Investments in equity method unconsolidated affiliates 
Total assets 
Other current liabilities 
Deferred credits and other liabilities 
Total liabilities 
Net assets 

The Duke Energy Registrants are not aware of any situations where the 
maximum exposure to loss significantly exceeds the carrying values shown 
above except for the power purchase agreement with OVEC, which is discussed 
below, and various guarantees, some of which are reflected in the table above 
as Deferred credits and other liabilities. For more information on various 
guarantees, refer to Note 7. 

Pipeline Investments 

Duke Energy has investments in various joint ventures with pipeline 
projects currently under construction. These entities are considered VI Es due to 
having insufficient equity to finance their own activities without subordinated 
financial support. Duke Energy does not have the power to direct the activities 
that most significantly impact the economic pertormance, the obligation to 
absorb losses or the right to receive benefits of these VI Es and therefore 
does not consolidate these entities. The table below presents Duke Energy's 
ownership interest and investment balance in these joint ventures. 

Investment Amount (in millions) 

Ownership December 31, December 31, 
Entity Name lnterest'31 2016 2015 

ACP 47% $ 265 $ 51 
Sabal Trail 7.5% 140 61 
Constitution 24% 82 
Total $ 487 $ 113 
(al The percentages presented reflect Ou~e Energy's ownership interest as of December 31, 2016. The 

investment amount presented for ACP as of December 31, 2015, reflects 40 percent ownership interest 
prior to ai:quiring an additional 7 percent as a result of the Piedmont acquisition. See Notes 2 and 4 for 
additional infonnation related to the Piedmont acquisition and increased ownership of ACP. 

Commercial Renewables 

Duke Energy has investments in various renewable energy project entities. 
Some of these entities are VI Es due to Duke Energy issuing guarantees for debt 
service and operations and maintenance reserves in support of debt financings. 
Duke Energy does not consolidate these VI Es because power to direct and 
control key activities is shared jointly by Duke Energy and other owners. 

During the year ended December 31, 2016, Duke Energy recorded a 
$71 million pretax OTII of certain wind project investments within Equity in earnings 
(losses) of unconsolidated affiliates on Duke Energy's Consolidated Statements of 
Operations. See Note 12 for additional information related to the OTTL 
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December 31, 2015 

Duke Energy 

Duke Duke 
Pipeline Commercial Energy Energy 

Investments Renewables Other Total Ohio Indiana 
$- $ - $- $- $ 47 $ 60 

113 135 39 387 
$ 113 $ 135 $ 39 $387 $ 47 $ 60 

3 3 
14 14 

$- $ $ 17 $ 17 $- $ 
$ 113 $ 135 $ 11 $370 $ 47 $ 60 

Other 

Duke Energy holds a 50 percent equity interest in DATC. DATC is 
considered a VIE due to having insufficient equity to finance their own activities 
without subordinated financial support. The activities that most significantly 
impact DATC's economic pertormance are decisions related to investing in 
existing and development of new transmission facilities. The power to direct 
these activities is jointly and equally shared by Duke Energy and the other joint 
venture partner, American Transmission Company, LLC, therefore Duke Energy 
does not consolidate DATC. 

Duke Energy holds a 50 percent equity interest in Pioneer. Pioneer is 
considered a VIE due to having insufficient equity to finance their own activities 
without subordinated financial support. The activities that most significantly 
impact Pioneer's economic pertormance are decisions related to the 
development of new transmission facilities. The power to direct these activities 
is jointly and equally shared by Duke Energy and the other joint venture partner, 
American Electric Power, therefore Duke Energy does not consolidate Pioneer. 

OVEC 

Duke Energy Ohio's 9 percent ownership interest in OVEC is considered a 
non-consolidated VIE due to having insufficient equity to finance their activities 
without subordinated financial support. As a counterparty to an inter-company 
power agreement (ICPA), Duke Energy Ohio has a contractual arrangement 
to buy power from OVEC's power plants through June 2040 commensurate 
with its power participation ratio, which is equivalent to Duke Energy Ohio's 
ownership interest. Costs, including fuel, operating expenses, fixed costs, debt 
amortization, and interest expense are allocated to counterparties to the ICPA 
based on their power participation ratio. The value of the ICPA is subject to 
variability due to fluctuation in power prices and changes in OVEC's cost of 
business, including costs associated with its 2,256 MW of coal-fired generation 
capacity. Deterioration in the credit quality, or bankruptcy of one or more parties 
to the ICPA could increase the costs of OVEC. In addition, certain proposed 
environmental rulemaking could result in future increased cost allocations. 

CRC 

See discussion under Consolidated VIEs for additional information related 
to CRC. 

Amounts included in Receivables from affiliated companies in the above 
table for Duke Energy Ohio and Duke Energy Indiana reflect their retained 
interest in receivables sold to CRC. These subordinated notes held by Duke 
Energy Ohio and Duke Energy Indiana are stated at fair value. Carrying values of 



PART II 

. .• KyPSC Case !'io. 2017,00321 
· FR i6(7)(1)Attacltment - Annual Report 20i6 

Page 193 of258 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • PROGRESS ENERG~ INC. • 
DUKE ENERGY PROGRESS, LLC • DUKE ENERGY FLORIDA, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, LLC 

Combined Notes to Consolidated Financial Statements - (Continued) 

retained interests are determined by allocating carrying value of the receivables 
between assets sold and interests retained based on relative fair value. The 
allocated bases of the subordinated notes are not materially different than 
their face value because (i) the receivables generally turnover in less than 
two months, (ii) credit losses are reasonably predictable due to the broad 
customer base and lack of significant concentration and (iii) the equity in 
CRC is subordinate to all retained interests and thus would absorb losses first. 
The hypothetical effect on fair value of the retained interests assuming both a 

10 percent and a 20 percent 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. This 
method 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 retained interests and purchased 
beneficial interest whenever it is determined that an om has occurred. 

Key assumptions used in estimating fair value are detailed in the following table. 

Anticipated credit loss ratio 
Discount rate 
Receivable turnover rate 

The following table shows the gross and net receivables sold. 

(in millions) 

Receivables sold 
Less: Retained interests 
Net receivables sold 

The following table shows sales and cash flows related to receivables sold. 

{in millions) 

Sales 
Receivables sold 
Loss recognized on sa!e 
Cash Flows 
Cash proceeds from receivables sold 
Collection fees received 
Return received on retained interests 

Cash flows from the sales of receivables are reflected within Cash Flows 
From Operating Activities on Duke Energy Ohio's and Duke Energy Indiana's 
Consolidated Statements of Cash Flows. 

Collection fees received in connection with servicing transferred accounts 
receivable are included in Operation, maintenance and other on Duke Energy 
Ohio's and Duke Energy Indiana's Consolidated Statements of Operations 
and Comprehensive Income. The loss recognized on sales of receivables is 
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Duke Energy Ohio 

2016 2015 

0.5% 0.6% 
1.5% 1.2% 

13.3% 12.9% 

Duke Energy Ohio 

2016 2015 

$ 267 $ 233 
82 47 

$ 185 $ 186 

Duke Energy Ohio 

Years Ended December 31, 

2016 2015 2014 

$1,926 $1,963 $2,246 
9 9 11 

1,882 1,995 2,261 
1 I 1 
2 3 4 

Duke Energy Indiana 

2016 2015 

0.3% 0.3% 
1.5% 1.2% 

10.6% 10.6% 

Duke Energy Indiana 

2016 

$ 306 
101 

$ 205 

$ 

$ 

2015 

260 
60 

200 

Duke Energy Indiana 

Years Ended December 31, 

2016 2015 2014 

$2,635 $ 2,627 $ 2,913 
11 11 11 

2,583 2,670 2,932 
1 1 I 
5 5 6 

calculated monthly by multiplying receivables sold during the month by the 
required discount. The required discount is derived monthly utilizing a three
year weighted average formula that considers charge-off history, late charge 
history and turnover history on the sold receivables, as well as a component for 
the time value of money. The discount rate, or component for the time value of 
money, is the prior month-end LIBOR plus a fixed rate of LOO percent. 
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18. COMMON STOCK 

Basic Earnings Per Share (EPS) is computed by dividing net income attributable to Duke Energy common stockholders, adjusted for distributed and 
undistributed earnings allocated to participating securities, by the weighted average number of common stock outstanding during the period. Diluted EPS is computed 
by dividing net income attributable to Duke Energy common stockholders, as adjusted for distributed and undistributed earnings allocated to participating securities, 
by the diluted weighted average number of common stock 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, were exercised or settled. Duke Energy's participating securities are restricted stock units that are 
entitled to dividends declared on Duke Energy common stock during the restricted stock unit's vesting periods. 

The following table presents Duke Energy's basic and diluted EPS calculations and reconciles the weighted average number of common stock outstanding to the 
diluted weighted average number of common stock outstanding. 

Year> Ended December 31, 

(in millions, except per share amounts) 2016 2015 2014 
Income from continuing operations attributable to Duke Energy common stockholders excluding impact of participating securities 
Weighted average shares outstanding- basic 

$2,567 
691 

$2,640 $ 2,529 
694 707 

Weighted average shares outstanding-diluted 
Earnings per share from continuing operations attributable to Duke Energy common stockholders 

Basic 
Diluted 

Potentially dilutive items excluded from the calculationra1 
Dividends declared per common share 

691 

$ 3.71 
$ 3.71 

2 
$ 3.36 

694 707 

$ 3.80 $ 3.58 
$ 3.80 $ 3.58 

2 2 
$ 3.24 $ 3.15 

(a) Performance stock awards were not included in the dilutive securities calculation because the performance measures related to lhe awards had not been met. 

Stock Issuance 

In March 2016, Duke Energy marketed an equity offering of 10.6 million 
shares of common stock. In lieu of issuing equity at the time of the offering, 
Duke Energy entered into Equity Forwards with Barclays. The Equity Forwards 
required Duke Energy to either physically settle the transactions by issuing 10.6 
million shares, or net settle in whole or in part through the delivery or receipt of 
cash or shares. 

On October 5, 2016, following the close of the Piedmont acquisition, Duke 
Energy physically settled the Equity Forwards in full by delivering 10.6 million 
shares of common stock in exchange for net cash proceeds of approximately 
$723 million. The net proceeds were used to finance a portion of the Piedmont 
acquisition. 

177 

Accelerated Stock Repurchase Program 

On April 6, 2015, Duke Energy entered into agreements with each of 
Goldman, Sachs & Co. and JPMorgan Chase Bank, National Association (the 
Dealers) to repurchase a total of $1.5 billion of Duke Energy common stock 
under an accelerated stock repurchase program (the ASR). Duke Energy made 
payments of $750 million to each of the Dealers and was delivered 16.6 million 
shares, with a total fair value of $1.275 billion, which represented approximately 
85 percent of the total number of shares of Duke Energy common stock expected 
to be repurchased under the ASR. The company recorded the $1.5 billion 
payment as a reduction to common stock as of April 6, 2015. In June 2015, the 
Dealers delivered 3.2 million additional shares to Duke Energy to complete the 
ASR. Approximately 19.8 million shares, in total, were delivered to Duke Energy 
and retired under the ASR at an average price of $75.75 per share. The final 
number of shares repurchased was based upon the average of the daily volume 
weighted average stock prices of Duke Energy's common stock during the term 
of the program, less a discount. 
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19. SEVERANCE 

As part of strategic planning processes launched in 2015, Duke Energy 
continued to implement targeted cost savings initiatives during 2016 aimed at 
reducing operations and maintenance expense. The initiatives included efforts to 
reduce costs through the standardization of processes and systems, leveraging 
technology and workforce optimization throughout the company. 

Also during 2016, Duke Energy and Piedmont announced severance plans 
covering certain eligible employees whose employment will be involuntarily 
terminated without cause as a result of Ouke Energy's acquisition of Piedmont. 
These reductions are a part of the synergies expected to be realized with 
the acquisition. Refer to Note 2 for additional information on the Piedmont 
acquisition. 

(in millions) 
Year Ended December 31, 2016 
Year Ended December 31, 2015 

As part of the cost savings initiatives and the Piedmont integration, 
voluntal'J and involuntal'J severance benefit costs were accrued for a total 
of approximately 600 employees in 2016 and 900 employees in 2015. The 
following table presents the direct and allocated severance and related 
expenses recorded by the Duke Energy Registrants. Amounts are included 
within Operation, maintenance and other on the Consolidated Statements of 
Operations. 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

Energy Carolinas EneliY Progress Florida Ohio Indiana 
$118 $ 39 $ 40 $ 23 $ 17 $ 3 $ 7 

142 93 36 28 8 2 6 

The table below presents the severance liability for past and ongoing severance plans including the plans described above. Amounts for Duke Energy Indiana 
and Duke Energy Ohio are not material. 

(in millions) 

Balance at December 31, 2015 
Provis ion/Adjustments 
Cash Reductions 
Balance at December 31, 2016 

20. STOCK-BASED COMPENSATION 

The Duke Energy Corporation 2015 long-Term Incentive Plan (the 
2015 Plan) provides for the grant of stock-based compensation awards to 
employees and outside directors. The 2015 Plan reserves 10 million shares of 
common stock for issuance. Duke Energy has historically issued new shares 
upon exercising or vesting of share-based awards. However, Duke Energy may 
use a combination of new share issuances and open market repurchases for 
share-based awards that are exercised or vest in the future. Ouke Energy has 
not determined with certainty the amount of such new share issuances or open 
market repurchases. 

The following table summarizes the total expense recognized by the Duke 
Energy Registrants, net of tax. for stock-based compensation. 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Duke Energy $ 35 $ 38 $ 38 
Duke Energy Carolinas 12 14 12 
Progress Energy 12 14 14 
Duke Energy Progress 7 9 9 
Duke Energy Florida 5 5 5 
Duke Energy Ohio 2 2 5 
Duke Energy Indiana 3 4 3 
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Duke Duke Duke 
Duke Energy Progress Energy Energy 

EneliY Carolinas Ene!iY Progress Florida 

$ 136 $ 78 $ 23 $ 19 $ 4 
110 18 20 11 9 

(167) (83) (29) (24) (5) 

$ 79 $ 13 $ 14 $ 6 $ 8 

Duke Energy's pretax stock-based compensation costs, the tax benefit 
associated with stock-based compensation expense and stock-based 
compensation costs capitalized are included in the following table. 

Years Ended December 31, 

(in millions) 2016 2015 2014 

Restricted stock unit awards $ 36 $ 38 $ 39 
Performance awards 19 23 22 
Pretax stock-based comEensation cost $ 55 $ 61 $ 61 
Tax benefit associated with stock-based compensation expense $ 20 $ 23 $ 23 
Stock-based comEensation costs caEitalized 2 3 4 

RESTRICTED STOCK UNIT AWARDS 

Restricted stock unit awards generally vest over periods from immediate 
to three years. Fair value amounts are based on the market price of Duke 
Energy's common stock on the grant date. The following table includes 
information related to restricted stock unit awards. 

Shares awarded (in thousands) 
Fair value (in millions) 

Years Ended December 31, 

2016 2015 2014 

684 524 557 
$ 52 $ 41 $ 40 
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The following table summarizes information about restricted stock unit 
awards outstanding. 

Weighted Average 
Grant Date Fair 

Shares Value 
(in thousands) (pershare) 

Outstanding at December 31. 2015 953 $ 75 
Piedmont transfers in 113 79 
Granted 684 75 
Vested (525) 73 
Forfeited (86) 76 
Outstanding at December 31, 2016 1,139 76 
Restricted stock unit awards exeected to vest 1,056 76 

The total grant date fair value of shares vested during the years ended 
December 31, 2016, 2015 and 2014 was $38 million, $41 million and $52 million, 
respectively. At December 31, 2016, Duke Energy had $27 million of unrecognized 
compensation cost, which is expected to be recognized over a weighted average 
period of one year, ten months. 

PERFORMANCE AWARDS 

Stock-based performance awards generally vest atter three years if 
performance targets are met. 

Performance awards granted in 2016, 2015 and 2014 contain market 
conditions based on the total shareholder return (TSR) of Duke Energy stock 
relative to a predefined peer group (relative TSR). These awards are valued 
using a path-dependent model that incorporates expected relative TSR into 
the fair value determination of Duke Energy's performance-based share 
awards. The model uses three-year historical volatilities and correlations for 
all companies in the predefined peer group, including Duke Energy, to simulate 
Duke Energy's relative TSR as of the end of the performance period. For each 
simulation, Duke Energy's relative TSR associated with the simulated stock 
price at the end of the performance period plus expected dividends within the 
period results in a value per share for the award portfolio. The average of these 
simulations is the expected portfolio value per share. Actual life to date results 
of Duke Energy's relative TSR for each grant are incorporated within the model. 

for performance awards granted in 2016, the model used a risk-free 
interest rate of 0.9 percent, which reflects the yield on three-year Treasury 
bonds as of the grant date, and an expected volatility of 16.1 percent based 
on Duke Energy's historical volatility over three years using daily stock prices. 
The performance awards granted in 2016 also contain a performance condition 
based on Duke Energy's cumulative adjusted EPS. 

The following table includes information related to stock-based 
performance awards. 

Years Ended December 31, 

2016 2015 2014 
Shares awarded (in thousands) 
Fair value {in millions) 

675 642 
$25 $26 

542 
$ 19 
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The following table summarizes information about stock-based 
performance awards outstanding and assumes payout at the maximum level. 

Outstanding at December 31, 2015 
Granted 
Vested 
Forfeited 
Outstanding at December 31, 2016 
Stock-based performance awards expected to vest 

Shares 
(in thousands) 

1,697 
675 

(544) 

(104) 
1,724 
1,199 

Weighted Average 
Grant Date Fair 

Value 
(per share) 

$ 4D 
38 
46 
38 
38 
38 

The total grant date fair value of shares vested during the years ended 
December 31, 2016, 2015 and 2014 was $25 million, $26 million and 
$27 million, respectively. At December 31, 2016, Duke Energy had $24 million 
of unrecognized compensation cost, which is expected to be recognized over a 
weighted average period of one year, ten months. 

STOCK OPTIONS 

Stock options are granted with a maximum option term of 10 years and 
with an exercise price not less than the market price of Duke Energy's common 
stock on the grant date. The following table summarizes information about stock 
options outstanding. 

Outstanding at December 31, 2015 
Exercised 
Outstanding at December 31, 2016 

Stock Options 
(in thousands) 

103 
(103) 

Weighted Average 
Exercise Price 

(per share) 
$ 69 

69 

The following table summarizes additional information related to stock 
options exercised and granted. 

Years Ended December 31, 

(in millions) 2016 2015 2014 
Intrinsic value of options exercised $ 1 $ 5 $ 6 
Tax. benefit related to options exercised 2 2 
Cash received from o~tions exercised 7 17 25 
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21. EMPLOYEE BENEFIT PLANS 

DEFINED BENEFIT RETIREMENT PL.ANS 

Duke Energy or its affiliates maintain, and the Subsidiary Registrants 
participate in, qualified, non-contributory defined benefit retirement plans. The 
plans cover most U.S. employees using a cash balance formula. Under a cash 
balance formula, a plan participant accumulates a retirement benefit consisting 
of pay credits based upon a percentage of current eligible earnings based on 
age, or age and years of service and interest credits. Certain employees are 
covered under plans that use a final average earnings formula. Under these 
average earnings formulas, a plan participant accumulates a retirement benefit 
equal to the sum of percentages of their (i) highest three-year, four-year, or 
five-year average earnings, (ii) highest three-year, four-year, or five-year 
average earnings in excess of covered compensation per year of participation 
(maximum of 35 years), (iii) highest three-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. As of January 1, 2014, 
the qualified and non-qualified, non-contributory defined benefit plans are 
closed to new and rehired non-union and certain unionized employees. Piedmont 
employees hired or rehired alter December 31, 2007, cannot participate in the 

(in millions) 

Anticipated Contributions: 
2017 
Contributions Made: 
2016 
2015 
2014 

QUALIFIED PENSION PLANS 

Components of Net Periodic Pension Costs 

(in millions) 

Service cost 
Interest cost on projected benefit obligation 
Expected return on plan assets 
Amortization of actuarial loss 
Amortization of prior service credit 
Settlement charge 
Other 

Net periodic pension costs!al(bl 

qualified, non-contributory defined benefit plans, but are participants in the 
Money Purchase Pension (MPP) plan, discussed below. 

Duke Energy uses a December 31 measurement date for its defined 
benefit retirement plan assets and obligations. 

Net periodic benefit costs disclosed in the tables below represent the cost 
of the respective benefit plan for the periods presented. However, portions of the 
net periodic benefit costs disclosed in the tables below have been capitalized as 
a component of property, plant and equipment. 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 Energy's 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 13. 

Duke Energy's policy is to fund amounts on an actuarial basis to provide 
assets sufficient to meet benefit payments to be paid to plan participants. The 
following table includes information related to the Duke Energy Registrants' 
contributions to its U.S. qualified defined benefit pension plans. 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

Energy Carolinas Energy Progress Florida Ohio Indiana 

$160 $ 45 $ 45 $ 25 $ 20 $ 4 $ 9 

$155 $ 43 $ 43 $ 24 $ 20 $ 5 $ 9 
302 91 83 42 40 8 19 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

Energy Carolinas Energy Progress Florida Ohio Indiana 
$ 147 $ 48 $ 42 $ 24 $ 19 $ 4 $ 9 

335 86 106 49 55 19 28 
(519) (142) (168) (82) (84) (27) (42) 
134 33 51 23 29 4 11 
(17) (8) (3) (2) (I) (1) 

3 
8 2 3 1 1 1 

$ 91 $ 19 $ 31 $ 13 $ 19 $ 1 $ 6 
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Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Eneli)' Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Service cost $ 159 $ 50 $ 44 $ 23 $ 20 $ 4 $ 10 
Interest cost on projected benefit obligation 324 83 104 48 54 18 27 
Expected return on plan assets (516) (1391 11711 (79) (87) (26) (421 
Amortization of actuarial loss 166 39 65 33 31 7 13 
Amortization of prior service (credit} cost 115) ()) (31 (2) (1) 

Other 8 2 3 1 1 

Net periodic pension costs!al!til $ 126 $ 28 $ 42 $ 24 $ 18 $ 3 $ 10 

Year Ended December 31, 2014 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Eneli)' Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Service cost $ 135 $ 41 $ 40 $ 21 $ 20 $ 4 $ 9 
Interest cost on projected benefit obligation 344 85 112 54 57 20 29 
Expected return on plan assets (511) 1132) 1173) (85) (851 (27) (41) 
Amortization of actuarial loss 150 36 68 32 32 4 13 
Amortization of prior service credit (15) (8) (3) (2) (1) 

Other 8 2 3 1 1 1 
Net periodic pension costslaHtil $ 111 $ 24 $ 47 $ 21 $ 24 $ 1 $ 11 

(al Duke Energy amounts exclude $8 million, $9 million and $10 million for the years ended December 2016, 2015 and 2014, respectively, of regulatory asset amortization resulting from purchase accounting adjustments 
associated with Duke Ener1r1's merger with Ciner1r1 in April 2006. 

(bl Duke Energy Ohio amounts exclude $4 million, $4 million and $5 million for the years ended December 2016, 2015 and 2014, respectively, of regulatory asset amortization resulting from purchase accounting adjustments 
associated with Duke Ener1r1's merger with Ciner1r1 in April 2006. 

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Regulatory assets, net increase $ 214 $ 4 $ 34 $ 18 $ 16 $ 2 $ 9 
Accumulated other comprehensive loss (income) 
Deferred income tax expense $ 4 $- $- $- $ $- $-
Prior year service credit arising during the year (21 
Amortization of prior year actuarial losses ()) (I) 

Net amount recognized in accumulated other comprehensive income $ (5) $- $ (1) $- $ $- $-

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Eneli)' Carolinas Energy Progress Florida Ohio Indiana 

Regulatory assets, net increase (decrease) $ 173 $ 65 $ 18 $ 14 $ 4 $ 14 $ 11 
Accumulated other comprehensive (income) loss 
Deferred income tax expense $ 6 $- $ 5 $- $- $- $-
Actuarial losses arising during the year 4 
Prior year service credit arising during the year 1 
Amortization of prior year actuarial losses (11) (4) 
Transfer with the Midwest Generation Disposal Group 3 
Reclassification of actuarial losses to regulatory assets (6) 

Net amount recognized in accumulated other comprehensive income $ (3) $- $ $- $- $- $-
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Reconciliation of Funded Status to Net Amount Recognized 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Change in Projected Benefit Obligation 
Obligation at prior measurement date $ 7,727 $1,995 $2,451 $1,143 $1,276 $ 453 $ 649 
Obligation assumed from acquisition 352 
Service cost 147 48 42 24 19 4 9 
Interest cast 335 86 106 49 55 19 28 
Actuarial loss 307 46 111 52 57 13 41 
Transfers 14 (3) (3) (3) 
Plan amendments (52) (3) (3) (15) 
Benefits paid (679) (234) (195) (107) (84) (36) (54) 
lm~act of settlements (6) 
Obligation at measurement date $ 8,131 $1,952 $2,512 $1,158 $1.323 $ 447 $ 658 
Accumulated Benefit Obligation at measurement date $ 8,006 $1,952 $2,479 $1,158 $1,290 $ 436 $ 649 
Change in Fair Value of Plan Assets 
Plan assets at prior measurement date $ 8,136 $2,243 $2,640 $1,284 $1,321 $ 433 $ 655 
Assets received from acquisition 343 
Employer contributions 155 43 43 24 20 5 9 
Actual return an plan assets 582 159 190 92 95 29 47 
Benefits paid (679) (234) (195) (107) (84) (36) (54) 

Impact of settlements (6) 
Transfers 14 (3) (3) (3) 
Plan assets at measurement date $ 8,531 $2,225 $2,675 $1,290 $1352 $ 428 $ 657 
Funded status of e!an l 400 $ 273 $ 163 $ 132 $ 29 $ (19) $ (1) 

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Change in Projected Benefit Obligation 
Obligation at prior measurement date $ 8,107 $2,053 $ 2,557 $1,187 $1,335 $ 469 $ 673 
Obligation transferred with Midwest Generation Disposal Group (83) 

Service cost 159 50 44 23 20 4 10 
Interest cost 324 83 104 48 54 18 27 
Actuarial gain 1241) (531 (111) (461 (62) 191 (15) 
Transfers 8 4 7 13) 8 
Plan amendments (6) (4) 
Benefits ~aid (533) (1461 (147) 1761 (68) (37) (42) 
Obligation at measurement date $ 7.727 $1,995 $2.451 ! 1,143 $1.276 $ 453 $ 649 
Accumulated Benefit Obligation at measurement date $ 7,606 $1,993 $2,414 $1,143 $1,240 $ 442 $ 628 
Change in Fair Value of Plan Assets 
Plan assets at prior measurement date $ 8,498 $2,300 $2,722 $1,321 $1,363 $ 456 $ 681 
Obligation transferred with Midwest Generation Disposal Group (81) 
Employer contributions 302 91 83 42 40 8 19 
Actual return an plan assets (50) (IOI (22) 1101 (11) 12) (3) 
Benefits paid 1533) (146) (147) 1761 (68) (37) 142) 
Transfers 8 4 7 13) 8 
Plan assets at measurement date $ 8,136 $2,243 $2,640 $1,284 $ 1.321 $ 433 $ 655 
Funded status of elan $ 409 $ 248 $ 189 $ 141 $ 45 $ (20) $ 6 

182 



PART II 

. . . ···.···· KyPSC Case No. 2017,00321 
FR 16(7)(1) Attachment - AnnualReport 2016 

Page 200 of 258 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • PROGRESS ENERGY, INC. • 
DUKE ENERGY PROGRESS, LLC • DUKE ENERGY FLORIDA, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, LLC 

Combined Notes to Consolidated Financial Statements- (Continued) 

Amounts Recognized in the Consolidated Balance Sheets 

December 31, 2016 

Duke Duke Duke 
Duke Energy Progress Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida 

Prefunded Qensionca1 $ 518 $ 273 $ 225 $ 132 $ 91 
Noncurrent Qension liabi!i~(!Jl $ 118 $ - $ 62 $- $ 62 
Net asset recognized $ 400 $ 273 $163 $ 132 $ 29 
Regulato!}'. assets $ 2,098 $ 476 $ 805 $ 378 $ 426 
Accumulated other comprehensive (income) loss 
Deferred income tax asset $ (41) $ $ (6) $- $ 
Prior service credit (6) 
Net actuarial loss 123 16 
Net amounts recognized in accumulated other comerehensive loss $ 76 $ $ 10 $- $ 
Amounts to be recognized in net periodic pension costs in the next year 
Unrecognized net actuarial loss $ 147 $ 31 $ 52 $ 23 $ 29 
Unrecognized prior service credit (24) (8) (3) (2) (!) 

December 31, 2015 

Duke Duke Duke 
Duke Energy Progress Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida 

Prefunded ~ensionlal $ 474 $ 252 $ 232 $ 145 $ 84 
Noncurrent ~ension liabili!Y:(b) $ 65 $ 4 $ 43 $ 4 $ 39 
Net asset reco~nized $ 409 $ 248 $189 $ 141 $ 45 
Regulate~ assets $1,884 $ 472 $ 771 $ 360 $ 410 
Accumulated other comprehensive (income) loss 
Deferred income tax asset $ (45) $ $ (6) $- $ 
Prior seivice credit (4) 
Net actuarial loss 130 17 
Net amounts recognized in accumulated other comprehensive loss<cJ $ 81 $ $ 11 $- $ 

la) lm;luded ill Other within Investments and Other Assets Oil the Consolidated Balance Sheets. 
lb) Included in Accrued pension and other post-retirement benefit costs on the Consolidated Balance Sheets. 
lei Excludes accumulated other comprehensive im;ome of $13 million as of December 31, 2015, net of tax, associated with a Brazilian retirement plan. 

Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 
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Duke 
Energy 

$ 1,299 
1,239 
1,182 

Duke 
Energy 

$ 1,216 
1,158 
1,151 

December 31, 2016 

Duke 
Progress Energy 

Energy Florida 

$ 665 $ 665 
633 633 
604 604 

December 31, 2015 

Duke 
Progress Energy 

Energy Florida 

$ 611 $ 611 
575 575 
574 574 

Duke Duke 
Energy Energy 

Ohio Indiana 

$ 6 $-
$ 25 $ 1 
$ (19) $ (!) 

$ 81 $ 171 

$- $-

$- !-

$ 5 $ 8 
(2) 

Duke Duke 
Energy Energy 

Ohio Indiana 

$ 1 $ 6 
$ 21 $-
$ (20) $ 6 
$ 79 $ 162 

$- $-

$- $-

Duke 
Energy 

Ohio 

$ 311 
299 
286 

Duke 
Energy 

Ohio 

$ 307 
298 
289 
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Assumptions Used for Pension Benefits Accounting 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection-settlement portfolio 
approach. This approach develops a discount rate by selecting a portfolio of high quality corporate bonds that generate sufficient cash flow to provide for projected benefit 
payments of the plan. The selected bond portfolio is derived from a universe of non-callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a 
single interest rate is determined that equates the present value of the plan's projected benefit payments discounted at this rate with the market value of the bonds selected. 

The average remaining service period of active covered employees is nine years for Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, 
Duke Energy Florida, Duke Energy Ohio and Duke Energy Indiana. 

The following tables present the assumptions or range of assumptions used for pension benefit accounting. 

Benefit Obligations 
Discount rate 
Sa!al)' increase 
Net Periodic Benefit Cost 
Discount rate 
Salal)' increase 
Expected long-term rate of return on plan assets 

Expected Benefit Payments 

(in millions} 

Years ending December 31, 
2017 
2018 
2019 
2020 
2021 

2022 -2026 

NON-QUALIFIED PENSION PLANS 

Components of Net Periodic Pension Costs 

(in millions) 

Service cost 
Interest cost on projected benefit obligation 
Amortization of actuarial loss 
Amortization of prior service credit 
Net periodic pension costs 

(in millions) 

Service cost 
Interest cost on projected benefit obligation 
Amortization of actuarial loss 
Amortization of prior service credit 
Net periodic pension costs 

Duke 
Duke Energy 

Energy Carolinas 

$ 585 $ 162 
595 171 
613 177 
632 186 
637 181 

3,099 867 

Duke 
Duke Energy 

Energy Carolinas 

$ 2 $-
14 
8 1 
Ill 

$ 23 $ 2 

Duke 
Duke Energy 

Energy Carolinas 

$ 3 $-
13 1 
6 
Ill 

$ 21 $ 1 
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December 31, 

2016 2015 

4.lOo/o 4.40% 
4.00% - 4.50o/o 4.00% - 4.40 % 

4.40o/o 4.10% 
4.00% - 4.40% 4.00% - 4.40 % 
6.50% - 6.75o/o 6.50% 

Duke Duke 
Progress Energy Energy 

Energy Progress Florida 

$159 $ 84 $ 74 
159 83 75 
164 86 76 
171 90 79 
175 92 81 
890 455 425 

Year Ended December 31, 2016 

Duke Duke 
Progress Energy Energy 

Energy Progress Florida 
$- $- $-

5 1 2 
1 1 1 

$ 6 $ 2 $ 3 

Year Ended December 31, 2015 

Duke Duke 
Progress Energy Energy 

Energy Progress Florida 

$ 1 $- $-
4 2 
2 2 
Ill 

$ 6 $ 2 $ 4 

2014 

4.10% 
4.00% - 4.40% 

4.70% 
4.00% - 4.40% 

6.75% 

Duke Duke 
Energy Energy 

Ohio Indiana 

$ 35 $ 49 
33 49 
33 48 
34 47 
35 48 

161 219 

Duke Duke 
Energy Energy 

Ohio Indiana 

$- $-

$- $-

Duke Duke 
Energy Energy 

Ohio Indiana 

$- $-

$- $ 1 
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Year Ended December 31, 2014 

Duke Duke Duke Duke Duke 
Duke Ene'i) Progress Ene'i) Energy Ene'i) Energy 

(in millions) Energy Carolinas Ene'i) Progress Florida Ohio Indiana 
Service cost $ 3 $- $ 1 $ 1 $- $- $-
Interest cost on projected benefit obligation 14 5 1 2 
Amortization of actuarial loss 3 2 
Amortization of ~rior service credit {!) (I) 

Net periodic pension costs $ 19 $ 1 $ 7 $ 2 $ 2 $- $-

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets and Liabilities 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Ene'i) Energy Energy Ene'i) 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Regulatory assets, net (decrease) increase $ (3) $ (2) $ 2 $ 1 $ 1 $- $ (I) 

Regulatory liabilities, net increase (decrease) $- $- $- $- $- $- $-
Accumulated other comprehensive (income) loss 
Deferred income tax benefit $- $- $- $- $- $- $-
Prior service credit arising during the year (I) 

Actuarial Joss arising during the year 1 

Net amount recognized in accumulated other comprehensive loss (income) $- $- $- $- $- $- $-

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Ene'i) Progress Energy Energy Ene'i) Energy 

(in millions) Energy Carolinas Ene'i) Progress Florida Ohio Indiana 

Regulatory assets, net (decrease) increase $(13) $ 2 $ (16) $ (I) $ (15) $- $ (!) 

Accumulated other comprehensive (income) loss 
Deferred income tax benefit $ (7) $- $ (5) $- $- $- $-
Amortization of prior service credit 1 
Actuarial gains arising during the year 17 13 
Net amount recognized in accumulated other comprehensive loss {income) $II $- $ 8 $- $- $- $-
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Combined Notes to Consolidated Financial Statements - (Continued) 

Reconciliation of Funded Status to Net Amount Recognized 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Change in Projected Benefit Obligation 
Obligation at prior measurement date $341 $16 $112 $ 33 $ 46 $ 4 $ 5 
Obligation assumed from acquisition 5 
Service cost 2 
Interest cost 14 I 5 2 
Actuarial losses (gains) 4 Ill 5 2 12) 
Plan amendments (2) 
Benefits paid (32) (2) (8) (3) 13) 

Obligation at measurement date $332 $14 $114 $33 $ 46 $ 4 $ 3 
Accumulated Benefit Obligation at measurement date $332 $14 $114 $ 33 $ 46 $ 4 $ 3 
Change in Fair Value of Plan Assets 
Benefits paid $ (32) $ (2) $ (8) $ 13) $ (3) $- $-

Employer contributions 32 2 8 3 3 
Plan assets at measurement date $- $- $- $- $- $- $-

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Change in Projected Benefit Obligation 
Obligation at prior measurement date $337 $ 16 $116 $ 35 $ 61 $ 4 $ 5 
Service cost 3 l 
Interest cost 13 4 2 
Actuarial losses (gains) 10 (1) (14) 
Transfers 4 
Benefits paid 126) 121 181 13) 131 
Obligation at measurement date $ 341 $16 $112 $ 33 $ 46 $ 4 $ 5 
Accumulated Benefit Obligation at measurement date $ 336 $ 16 $112 $ 33 $ 46 $ 4 $ 5 
Change in Fair Value of Plan Assets 
Plan assets at prior measurement date 
Benefits paid (26) 121 181 (3) (3) 
Em player contributions 26 2 8 3 3 
Plan assets at measurement date $- $- $- $- $- $- $-
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Combined Notes to Consolidated Financial Statements - (Continued) 

Amounts Recognized in the Consolidated Balance Sheets 

Duke 
Duke Energy 

(in millions) Energy Carolinas 
Current pension liability(!) $ 28 $ 2 
Noncurrent pension liability(b) 304 12 

Total accrued pension liability $ 332 $ 14 
Regulatory assets $ 73 $ 5 

Accumulated other comprehensive (income) loss 
Deferred income tax asset $ (3) $-
Prior service credit (1) 
Net actuarial loss 10 

Net amounts recognized in accumulated other com~rehensive income $ 6 $-
Amounts to be recognized in net periodic pension expense in the next year 
Unrecognized net actuarial loss $ 7 $-
Unrecognized prior service credit (2) 

Duke 
Duke Energy 

(in millions) Energy Carolinas 

Current pension liability!1l $ 27 $ 2 
Noncurrent pension liabilify<bl 314 14 

Total accrued pension liability $ 341 $ 16 

Regulatory assets $ 76 $ 7 

Accumulated other comprehensive {income) loss 
Deferred income tax asset $ (3) $-
Net actuarial loss 

Net amounts recognized in accumulated other comprehensive loss $ 6 $-

(a) Included in Other within Current Liabilities on the Consolidated Balance Sheets. 
(bJ Included in Accrued pension and other post-retirement benefit costs on the Consolidated Balance Sheets. 

Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 

(in millions) 

Projected benefit obligation 
Accumulated benefit obligation 

Duke 
Energy 

$ 332 
332 

Duke 
Energy 

$ 341 
336 

187 

Duke 
Energy 

Carolinas 

$ 14 
14 

Duke 
Energy 

Carolinas 

$ 16 
16 

December 31, 2016 

Duke 
Progress Energy 

Energy Progress 

$ 8 $ 2 
106 31 

$114 $ 33 

$ 18 $ 7 

$ (3) $-

9 

$ 6 ~-

$ 2 $ 1 

December 31, 2015 

Duke 
Progress Energy 

Energy Progress 

$ 8 $ 3 
104 30 

$ 112 $ 33 

$ 16 $ 6 

$ (3) $-

$ 6 $-

December 31, 2016 

Duke 
Progress Energy 

Energy Progress 

$114 $ 33 
114 33 

December 31, 2015 

Duke 
Progress Energy 

Energy Progress 

$ 112 $ 33 
112 33 

Duke Duke 
Energy Energy 
Florida Ohio 

$ 3 $-
43 4 

$ 46 $ 4 

$ 11 $ 1 

$- $-

$- $-

$ 1 $-

Duke Duke 
Energy Energy 
Florida Ohio 

$ 3 $-
43 4 

$ 46 $ 4 
$ IO $ 

$- $-

$- $-

Duke Duke 
Energy Energy 
Florid• Ohio 

$46 $4 
46 4 

Duke Duke 
Energy Energy 
Florida Ohio 

$ 46 $ 4 
46 4 

Duke 
Energy 

Indiana 
$-

3 

$ 3 

$-

$-

$-

$-

Duke 
Energy 

Indiana 

$-
5 

$ 5 
$ 

$-

$-

Duke 
Energy 

Indiana 

$3 
3 

Duke 
Energy 

Indiana 

$5 
5 
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Combined Notes to Consolidated Financial Statements - (Continued) 

Assumptions Used for Pension Benefits Accounting 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection-settlement portfolio 
approach. This approach develops a discount rate by selecting a portfolio of high quality corporate bonds that generate sufficient cash flow to provide for projected 
benefit payments of the plan. The selected bond portfolio is derived from a universe of non-callable corporate bonds rated Aa quality or higher. After the bond portfolio 
is selected, a single interest rate is determined that equates the present value of the plan's projected benefit payments discounted at this rate with the market value 
of the bonds selected. 

The average remaining service period of active covered employees is 10 years for Duke Energy, seven years for Duke Energy Carolinas, Duke Energy Ohio and 
Duke Energy Indiana, 14 years for Progress Energy, 12 years for Duke Energy Progress and 15 years for Duke Energy Florida. 

The following tables present the assumptions used for pension benefit accounting. 

December 31, 

2016 2015 2014 

Benefit Obligations 
Discount rate 4.10% 4.40% 4.10% 
Salary increase 4.40% 4.40% 4.40% 
Net Periodic Benefit Cost 
Discount rate 4.40% 4.10% 4.70% 
Salary increase 4.40% 4.40% 4.40% 

Expected Benefit Payments 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Years ending December 31, 
2017 $ 29 $2 $ 8 $ 3 $ 3 $- $-
2018 25 2 8 3 3 
2019 25 2 8 2 3 
2020 24 2 8 2 3 
2021 24 1 8 2 3 
2021-2025 111 5 36 11 15 

OTHER POST-RETIREMENT BENEFIT PLANS 

Duke Energy provides, and the Subsidiary Registrants participate in, some health care and life insurance benefits for retired employees on a contributory and 
non-contributory basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, as defined in the plans. The health care 
benefits include medical, dental and prescription drug coverage and are subject to certain limitations, such as deductibles and co-payments. 

Duke Energy did not make any pre-funding contributions to its other post-retirement benefit plans during the years ended December 31, 2016, 2015 or 2014. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Service cost $ 3 $ I $ 1 $- $ 1 $- $-
Interest cost on accumulated post·retirement benefit obligation 35 8 15 8 7 4 
Expected return on plan assets (12) (8) (1) 
Amortization of actuarial loss (gain) 6 (3) 22 13 9 (2) (1) 
Amortization of prior service credit (141) 114) (103) (68) (35) (I) 

Net periodic post·retirement benefit costs<al<bl $ (109) $116) $ (65) $(47) $ (18) $ (1) $ 1 
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Combined Notes to Consolidated Financial Statements- (Continued) 

(in millions) 

Service cost 
Interest cost on accumulated post-retirement benefit obligation 
Expected return on plan assets 
Amortization of actuarial loss (gain) 
Amortization of prior service credit 

Net periodic post-retirement benefit costs(al(b) 

(in millions) 

Service cost 
Interest cost on accumulated post-retirement benefit obligation 
Expected return on plan assets 
Amortization of actuarial loss (gain) 
Amortization of prior service credit 

Net periodic post-retirement benefit costslaHbJ 

Duke 
Energy 

$ 6 
36 

(13) 
16 

(140) 

$ (95) 

Duke 
Energy 

$ 10 
49 

(13) 
39 

(125) 

$ (4D) 

Duke 
Energy 

Carolinas 

$ 1 
9 

(8) 
12) 

114) 

$114) 

Duke 
Energy 

Carolinas 

$ 2 
12 
(9) 
3 

(11) 

$ (3) 

Year Ended December 31, 2015 

Duke Duke 
Progress Energy Energy 

Energy Progress Florida 

$ 1 $ 1 $ 1 
15 8 7 

28 18 10 
11D2) (68) (35) 

$ 158) $141) $ (17) 

Year Ended December 31, 2Dl4 

Duke Duke 
Progress Energy Energy 

Energy Progress Florida 

$ 4 $ 1 $ 3 
22 11 12 

42 31 10 
195) 173) (21) 

$ 127) $ (3D) $ 4 

Duke 
Energy 

Ohio 

$-
2 

(1) 

(2) 

$ (1) 

Duke 
Energy 

Ohio 

$-
2 

12) 

$-

Duke 
Energy 

Indiana 

$ 1 
4 

(1) 

12) 

$ 2 

Duke 
Energy 

Indiana 

$ 1 
5 

(1) 

$ 5 

(al Duke Energy amounts exclude $8 million, $10 million and $9 million for the years ended December 2016, 2015 and 2014, respectively, of regulatory asset amortization resulting from purchase accounting adjustments 
associated with Duke Energy's merger with Cinergy in April 2006. 

(bl Duke Energy Ohio amounts exclude $2 million, $3 million and $2 million for the years ended December 2016, 2015 and 2014, respectively, of regulatory asset amortization resulting from purchase accounting adjustments 
associated with Duke Energy's merger with Cinergy in April 2006. 

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets and Liabilities 

Year Ended December 31, 2Dl6 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Regulatory assets, net increase (decrease) $ 53 $- $ 47 $ 38 $ 9 $- $ (6) 

Regulatory liabilities, net increase (decrease) $ (114) $ (22) $ (51) $ 125) $ (26) $ (2) $112) 

Accumulated other comprehensive (income) loss 
Deferred income tax benefit $ 12) $- $ $ $ $- $-
Actuarial losses arising during the year 3 
Amortization of prior year prior service credit 

Net amount recognized in accumulated other comprehensive income $ 2 $- $ $ $ $- $-

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Regulatory assets, net increase (decrease) $ 1 $- $ 1 $ $ 1 $- $ (7) 

Regulatory liabilities, net increase (decrease) $ 192) $ (8) $ (71) $ 136) $ 135) $ 2 $ (8) 

Accumulated other comprehensive (income) loss 
Deferred income tax benefit $ 2 $- $ (1) $ $ $- $-
Actuarial losses (gains) arising during the year (5) 2 
Transfer with the Midwest Generation Disposal Group (3) 
Amortization of prior year prior service credit 3 (1) 

Net amount recognized in accumulated other comprehensive income $ (3) $- $ $ $ $- $-
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Reconciliation of Funded Status to Accrued Other Post-Retirement Benefit Costs 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Change in Projected Benefit Obligation 
Accumulated post-retirement benefit obligation at prior measurement date $ 828 $200 $354 $ 188 $164 $ 35 $ 87 
Obligation assumed from acquisition 39 
Service cost 3 
Interest cost 35 8 15 8 7 I 4 
Plan participants' contributions 19 3 7 4 3 I 2 
Actuarial (gains) losses 33 5 16 8 8 3 
Transfers 
Plan amendments (I) (II 
Benefits ~aid (881 (17) (361 (17) (191 (41 (131 
Accumulated post-retirement benefit obligation at measurement date $ 868 $201 $357 $ 191 $164 $ 32 $ 83 
Change in Fair Value of Plan Assets 
Plan assets at prior measurement date $ 208 $134 $- $ $ I $ 8 $ 19 
Assets received from acquisition 29 
Actual return on plan assets 14 8 1 I 2 
Benefits paid (881 (17) (361 (17) (191 (41 (13) 
Employer contr'1butions 62 9 29 13 15 I 12 
Plan participants' contributions 19 3 7 4 3 2 
Plan assets at measurement date $ 244 $137 $ $ $- $ 7 $ 22 

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Change in Projected Benefit Obligation 
Accumulated post-retirement benefit obligation at prior measurement date $ 916 $220 $379 $207 $170 $ 39 $ 96 
Service cost 6 1 1 1 1 1 
Interest cost 36 9 15 8 7 2 4 
Plan participants' contributions 20 4 7 4 3 1 2 
Actuarial (gains) losses (391 (181 (1) (131 11 (31 
Transfers 2 
Plan amendments (91 (1) (41 
Benefits paid (1001 (181 (47) (191 (281 (31 (131 
Obligations transferred with the Midwest Generation Disposal Group (31 
Accrued retiree drug subsidy 1 
Accumulated post-retirement benefit obligation at measurement date $ 828 $ 200 $354 $188 $164 $ 35 $ 87 
Change in Fair Value of Plan Assets 
Plan assets· at prior measurement date $ 227 $145 $- $ (1) $- $ 8 $ 23 
Actual return on plan assets (1) (1) 1 1 1 (1) 

Benefits paid (1001 (181 (471 (191 (281 (31 (131 
Employer contributions 62 4 39 15 25 2 8 
Plan participants' contributions 20 4 7 4 3 2 
Plan assets at measurement date $ 208 $134 $- $- $ 1 $ 8 $ 19 
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Amounts Recognized in the Consolidated Balance Sheets 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Current post-retirement liabi!i!ycal $ 38 $ $ 31 $ 17 $ 15 $ 2 $-
Noncurrent ~ost-retirement liabili!}'.lbl 586 64 325 174 149 23 63 
Total accrued ~ost-retirement liabili!z'. $ 624 $ 64 $ 356 $191 $164 $ 25 $ 63 
Re@latort assets $ 54 $ $ 48 $ 38 $ 10 $- $ 51 
Regulatort liabilities $ 174 $ 46 $ $- $- $ 19 $ 71 
Accumulated other comprehensive (income) loss 
Deferred income tax liability $ 5 $ $ $- $- $- $-
Prior service credit (5) 
Net actuarial ain (10) 
Net amounts recognized in accumulated other com~rehensive income $ (10) $ $ i- $- $- $-
Amounts to be recognized in net periodic pension expense in the next year 
Unrecognized net actuarial loss (gain) $ 10 $ (2) $ 21 $ 12 $ 9 $ (2) $ (6) 
Unrecognized ~rior service credit (115) (10) (85) (55) (30) (!) 

December 31, 2015 

Duke Duke Duke Duke Duke 
Duke EneliY Progress Ene!iY EneliY Energy EneliY 

(in millions) EneliY Carolinas Energy Progress Florida Ohio Indiana 
Current post-retirement liabilityuiJ $ 37 $- $ 31 $ 16 $ 15 $ 2 $-
Noncurrent ~ost-retirement !iabili~lb) 583 66 323 172 149 25 68 
Total accrued ~Ost-retirement liabili!z'. $ 620 $ 66 $ 354 $188 $164 $ 27 $ 68 
Regulatort assets $ 1 $- $ 1 $- $ 1 $- $ 57 
Regulatort liabilities $ 288 $ 68 $ 51 $ 25 $ 26 $ 21 $ 83 
Accumulated other comprehensive (income) loss 
Deferred income tax liability $ 7 $- $ $- $- $- $-
Prior service credit (6) (1) 

Net actuarial ain (13) 
Net amounts recognized in accumulated othercom~rehensive income $ (12) $- i (1) $- $- $- $-
(a) Included in Other within Current Liabilities on lhe Consolidated Balance Sheets. 
(b) Included in Accrued pension and other post-retirement beneftt costs on lhe Consolidated Balance Sheets. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

The discount rate used to determine the current year other post-retirement benefits obligation and following year's other post-retirement benefits expense is 
based on a bond selection-settlement portfolio approach. This approach develops a discount rate by selecting a portfolio of high quality corporate bonds that generate 
sufficient cash flow to provide for projected benefit payments of the plan. The selected bond portfolio is derived from a universe of non-callable corporate bonds rated 
Aa quality or higher. After the bond portfolio is selected, a single interest rate is determined that equates the present value of the plan's projected benefit payments 
discounted at this rate with the market value of the bonds selected. The average remaining service period of active covered employees is nine years for Duke Energy, 
11 years for Duke Energy Carolinas, eight years for Duke Energy Ohio, nine years for Duke Energy Indiana and Duke Energy Kentucky, seven years for Progress Energy 
and Duke Energy Progress and eight years for Duke Energy Florida. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

The following tables present the assumptions used for other post-retirement benefits accounting; 

December 31, 

2016 2015 2014 

Benefit Obligations 
Discount rate 4.10% 4.40% 4.10% 
Net Periodic Benefit Cost 
Discount rate 4.40% 4.10% 4.70% 
Expected long-term rate of return on plan assets 6.50% 6.50% 6.75% 
Assumed tax rate 35% 35% 35% 

Assumed Health Care Cost Trend Rate 

December 31, 

2016 2015 

Health care cost trend rate assumed for next year 7.00% 7.50% 
Rate to which the cost trend is assumed to decline (the ultimate trend rate) 4.75% 4.75% 
Year that rate reaches ultimate trend 2023 2023 

Sensitivity to Changes in Assumed Health Care Cost Trend Rates 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Eneli)' Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
1-Percentage Point Increase 
Effect on total service and interest costs $ 1 $- $ 1 $ 1 $- $- $-
Effect on post-retirement benefit obligation 29 7 12 6 5 I 3 
!-Percentage Point Decrease 
Effect on total service and interest costs (!) Ill (!) 

Effect on post-retirement benefit obligation (25) (6) (10) (6) (5) (!) (2) 

Expected Benefit Payments 

Duke Duke Duke Duke Duke 
Duke Eneli)' Progress Eneli)' Energy Energy Energy 

On millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Years ending December 31, 
2017 $ 85 $ 18 $ 32 $ 17 $ 15 $ 4 $ 10 
2018 81 18 31 16 15 3 9 
2019 78 18 31 16 14 3 9 
2020 75 18 30 16 14 3 8 
2021 72 18 29 15 13 3 
2021-2025 310 76 126 67 58 12 31 
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PLAN ASSETS 

Description and Allocations 

Duke Energy Master Retirement Trust 

Assets for both the qualified pension and other post-retirement benefits 
are maintained in the Duke Energy Master Retirement Trust. Piedmont also has 
qualified pension (Piedmont Pension Assets) and other post-retirement assets. 
Approximately 98 percent of the Duke Energy Master Retirement Trust assets 
were allocated to qualified pension plans and approximately 2 percent were 
allocated to other post-retirement plans (comprised of 401 (h) accounts), as 
of December 31, 2016 and 2015. The investment objective of the Duke Energy 
Master Retirement Trust is to achieve reasonable returns, subject to a prudent 
level of portfolio risk, for the purpose of enhancing the security of benefits for 
plan participants. 

As of December 31, 2016, Duke Energy assumes pension and other 
post-retirement plan assets will generate a long-term rate of return of 6.50 
percent (6.75 percent for Piedmont Pension and OPEB Assets). The expected 
long-term rate of return was developed using a weighted average calculation 
of expected returns based primarily on future expected returns across asset 
classes considering the use of active asset managers, where applicable. The 
asset allocation targets were set after considering the investment objective 
and the risk profile. Equity securities are held for their higher expected return. 
Debt securities are primarily held to hedge the qualified pension plan liability. 
Hedge funds, real estate and other global securities are held for diversification. 
Investments within asset classes are diversified to achieve broad market 
participation and reduce the impact of individual managers or investments. 

In 2013, Duke Energy adopted a de-risking investment strategy for the 
Duke Energy Master Retirement Trust. As the funded status of the pension 
plans increase, the targeted allocation to fixed-income assets may be 
increased to better manage Duke Energy's pension liability and reduce funded 
status volatility. Duke Energy regularly reviews its actual asset allocation 
and periodically rebalances tts investments to the targeted allocation when 
considered appropriate. 

The Duke Energy Master Retirement Trust is authorized to engage in the 
lending of certain plan assets. Securities lending is an investment management 
enhancement that utilizes certain existing securities of the Duke Energy Master 
Retirement Trust to earn additional income. Securities lending involves the 
loaning of securities to approved parties. In return for the loaned securities, the 
Duke Energy Master Retirement Trust receives collateral in the form of cash and 
securities as a safeguard against possible default of any borrower on the return 
of the loan under terms that permit the Duke Energy Master Retirement Trust 
to sell the securities. The Duke Energy Master Retirement Trust mitigates credit 
risk associated with securities lending arrangements by monitoring the fair 
value of the securities loaned, with additional collateral obtained or refunded as 
necessal)'. The fair value of securities on loan was approximately $156 million 
and $305 million at December 31, 2016 and 2015, respectively. Cash and 
securities obtained as collateral exceeded the fair value of the securities loaned 
at December 31, 2016 and 2015, respectively. Securities lending income earned 
by the Duke Energy Master Retirement Trust was immaterial for the years ended 
December 31, 2016, 2015 and 2014, respectively. 

Qualified pension and other post-retirement benefits for the Subsidial)' 
Registrants are derived from the Duke Energy Master Retirement 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, 2016 and the actual asset allocations for the Duke Energy Master 
Retirement Trust. 

Target Actual Allocation at December 31, 

Allocationts1 2016/a) 2015 
U.S. equity securities 10% 11% 11% 
Non-U.S. equity securities 8% 8% 8% 
Global equity securities 10% 10% 10% 
Global private equity securities 3% 2% 2% 
Debt securities 63% 63% 63% 
Hedge funds 2% 2% 2% 
Real estate and cash 2% 2% 2% 
Other lobal securities 2% 2% 2% 
Total 100% 100% 100% 
(a) Excludes Piedmont Pension Assets, which have a targeted asset allocation of 60 percent return-seeking and 40 percent liability hedging fixed-ini:llme. Actual asset allocations were 61 percent return-seeking and 39 percent 

liability hedging fixed-income at December 31, 2016. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

Other post-retirement assets 

Duke Energy's other post-retirement assets (OPEB Assets) are comprised of Voluntary Employees' Beneficiary Association trusts and mutual funds within a 
Piedmont 401(h) account (OPEB Assets exclude 401(h) accounts within the Duke Energy Master Retirement Trust). Duke Energy's investment objective is to achieve 
sufficient returns, subject to a prudent level of portfolio risk, for the purpose of promoting the security of plan benefits for participants. 

The following table presents target and actual asset allocations for the OPEB Assets at December 31, 2016. 

U.S. equity securities 
Real estate 
Debt securities 

Cash 

Total 

Fair Value Measurements 

Duke Energy classifies recurring and non-recurring fair value 
measurements based on the fair value hierarchy as discussed in Note 16. 

Valuation methods of the primary fair value measurements disclosed 
below 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 reporting period. 
Principal active markets for equity prices include published exchanges such 
as NASDAQ and NYSE. Foreign equity prices are translated from their trading 
currency using the currency exchange rate in effect at the close of the principal 
active market. Prices have not been adjusted to reflect after-hours market 
activity. The majority of investments in equity securities are valued using 
level 1 measurements. When the price of an institutional commingled fund is 
unpublished, it is not categorized in the fair value hierarchy, even though the 
funds are readily available at the fair value. 

Investments in corporate debt securities and U.S. government securities 

Most debt investments are valued based on a calculation using interest 
rate curves and credit spreads applied to the terms of the debt instrument 
(maturity and coupon interest rate) and consider the counterparty credit rating. 
Most debt valuations are level 2 measurements. If the marketfor a particular 
fixed-income security is relatively inactive or illiquid, the measurement is level 3. 
U.S. Treasury debt is typically level 2. 

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 and are readily redeemable at the measurement 
date. Investments in short-term investment funds with published prices 
are valued as level I. Investments in short-term investment funds with 
unpublished prices are valued as level 2. 

194 

Target Actual Allocation at December 31, 

Allocation 2016 2015 

38% 39o/o 29% 
2% 2o/o -% 

45% 37o/o 28% 

15% 22o/o 43% 

100% lOOcr'o 100% 

Investments in real estate limited partnerships 

Investments in real estate limited partnerships are valued by the trustee 
at each valuation date (monthly). As part of the trustee's valuation process, 
properties are externally appraised generally on an annual basis, conducted 
by reputable, independent appraisal firms, and signed by appraisers that are 
members of the Appraisal Institute, with the professional designation MAI. Fair 
value is defined as the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the 
measurement date. There are three valuation techniques that can be used to 
value investments in real estate assets: the market, income or cost approach. 
The appropriateness of each valuation technique depends on the type of 
asset or business being valued. In addition, the trustee may cause additional 
appraisals to be pertormed as warranted by specific asset or market conditions. 
Property valuations and the salient valuation-sensitive assumptions of each 
direct investment property are reviewed by the trustee quarterly and values 
are adjusted if there has been a significant change in circumstances related to 
the investment property since the last valuation. Value adjustments for interim 
capital expenditures are only recognized to the extent that the valuation process 
acknowledges a corresponding increase in fair value. An independent firm is 
hired to review and approve quarterly direct real estate valuations. Key inputs 
and assumptions used to determine fair value includes among others, rental 
revenue and expense amounts and related revenue and expense growth rates, 
terminal capitalization rates and discount rates. Development investments 
are valued using cost incurred to date as a primary input until substantive 
progress is achieved in terms of mitigating construction and leasing risk at 
which point a discounted cash flow approach is more heavily weighted. Key 
inputs and assumptions in addition to those noted above used to determine 
the fair value of development investments include construction costs and the 
status of construction completion and leasini; Investments in real estate limited 
partnerships are valued at net asset value of units held at year end and are not 
readily redeemable at the measurement date. Investments in real estate limited 
partnerships are not categorized within the fair value hierarchy. 
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Duke Energy Master Retirement Trust 

The following tables provide the fair value measurement amounts for the Duke Energy Master Retirement Trust qualified pension and other post-retirement assets 
and Piedmont Pension Assets. 

December 31, 2016 
Not 

(in millions) Total Fair Value Level 1 Level 2 Level 3 Categorized111l 

Equity securities $2,472 $1,677 $ 27 $ 9 $ 759 
Corporate debt securities 4,330 8 4,322 
Short-term investment funds 476 211 265 
Partnership interests 157 157 
Hedge funds 232 232 
Real estate limited partnerships 144 17 127 
U.S. government securities 734 734 
Guaranteed investment contracts 29 29 
Governments bonds-foreign 32 32 
Cash 17 15 2 
Government and commercial mortgage backed securities 
Net pending transactions and other investments 32 1 6 25 

Total assetsrai $8,655 $1,929 $5,388 $ 38 $ 1,300 

(a) Duke Ene1KY Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio and Duke Energy Indiana were allocated approximately 27 percent, 30 percent, 15 percent, 15 percent. 5 percent and 8 
percent, respectively, of the Duke Energy Master Retirement Trust and Piedmont Pension a~ets at December 31, 2016. Accordingly, all amounts included in the table above are allocable to the Subs!diary Registrants using 
these percentages. 

{b) Certain investments are not categorized. These investments are measured based on the fair value of the underlying investments but may not be readily redeemable at that fair value. 

December 31, 2015 
Not 

(in millions) Total Fair Value Level 1 Level 2 Level 3 Categorized!bJ 
Equity securities $2,160 $1,470 $ 2 $- $ 688 
Corporate debt securities 4,362 4,362 
Short· term investment funds 404 192 212 
Partnership interests 185 185 
Hedge funds 210 210 
Real estate limited partnerships 118 118 
U.S. government securities 748 748 
Guaranteed investment contracts 31 31 
Governments bonds-foreign 34 34 
Cash 10 10 
Government and commercial mortgage backed securities 9 9 
Net pending transactions and other investments 128) (36) 8 

Total assets1al $8,243 $1,636 $5,375 $ 31 $ 1,201 

{a) Duke Energy Carolinas, Progress Energy, Duke Energy Progre~. Duke Energy Florida, Duke Energy Ohio and Duke Energy Indiana were allocated approximately 28 percent, 32 percenl 15 percent, 16 percimt, 5 percent and 8 
percent, respectively, of the Duke Energy Master Retirement Trust assets at December 31, 2015. Accordingly, all amounts included In the table above are allocable to the Subsidiary Regisb"ants using these percentages. 

{b) Certain investments are not categorized. These Jnvestments are measured based on the lair value of the underlying investments but may not be readily redeemable at that fair value. 

The following table provides a reconciliation of beginning and ending balances of Duke Energy Master Retirement Trust qualified pension and other post-retirement 
assets and Piedmont Pension Assets at fair value on a recurring basis where the determination of fair value includes significant unobseivable inputs (level 3). 

(in millions) 2016 2015 
Balance at January 1 $ 31 $ 34 
Combination of Piedmont Pension Assets 9 
Sales (2) (2) 
Total gains (losses) and other, net (1) 

Balance at December 31 $ 38 $ 31 
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Combined Notes to Consolidated Financial Statements - (Continued) 

Other post-retirement assets 

The following tables provide the fair value measurement amounts for OPEB Assets. 

(in millions) 
Cash and cash equivalents 
Real estate 
Equity securities 
Debt securities 
Total assets 

(in millions) 
Cash and cash equivalents 
Equity securities 
Debt securities 
Total assets 

EMPLOYEE SAVINGS PLANS 

Retirement Savings Plan 

Duke Energy or its affiliates sponsor, and the Subsidiary Registrants 
participate in, employee savings plans that cover substantially all U.S. 
employees. Most employees participate in a matching contribution formula 
where Duke Energy provides a matching contribution generally equal to 100 
percent of employee before-tax and Roth 40l(k) contributions of up to 6.Percent 

December 31, 2016 
Total Fair Value Level 1 Level 2 

$ 14 $- $ 14 
1 

26 26 
25 25 

$ 66 $- $ 66 

December 31, 2015 
Total Fair Value Level 1 Level 2 

$ 18 $ - $ 18 
12 
12 

$ 42 $-

12 
12 

$ 42 

Level 3 
$-

$-

Level 3 
$-

$-

of eligible pay per pay period (5 percent for Piedmont employees). 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 EPS. 

As of January 1, 2014, for new and rehired non-union and certain 
unionized employees who are not eligible to participate in Duke Energy's defined 
benefit plans, an additional employer contribution of 4 percent of eligible pay per 
pay period, which is subject to a three-year vesting schedule, is provided to the 
employee's savings plan account. 

The following table includes pretax employer matching contributions made by Duke Energy and expensed by the Subsidiary Registrants. 

Duke 
(in millions) Energy 

Years ended December 31, 
2016 $169 
2015 159 
2014 143 

Money Purchase Pension Plan 

Piedmont sponsors the MPP plan, which is a defined contribution pension 
plan that allows employees to direct investments and assume risk of investment 
returns. Under the MPP plan, Piedmont annually deposits a percentage of each 
participant's pay into an account of the MPP plan. This contribution equals 
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Duke Duke Duke Duke Duke 
Energy Progress Energy Energy Energy Energy 

Carolinas Energy Progress Florida Ohio Indiana 

$57 $50 $35 $15 $3 $8 
54 48 34 13 3 
47 43 30 14 3 

4 percent of the participant's compensation plus an additional 4 percent of 
compensation above the Social Security wage base up to the IRS compensation 
limit. The participant is vested in MPP plan after three years of service. No 
contributions were made to the MPP plan during the three months ended 
December 31, 2016. In January 2017, a $2.2 million contribution was made to 
the MPP plan. 

7 
7 
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22. INCOME TAXES 

Income Tax Expense 

Components of Income Tax Expense 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Current income taxes 
Federal $ $ 139 $ 15 $ (591 $ 76 $ (71 $ 7 
State (151 25 (19) (251 22 (131 6 
Forei n 2 
Total current income taxes (131 164 (4) (841 98 (201 13 
Deferred income taxes 
Federal 1,064 430 486 350 199 88 202 
State 117 45 50 40 25 11 11 
Total deferred income taxes(aJ 1,181 475 536 390 224 99 213 
Investment tax credit amortization (121 (51 (51 (5) (11 (11 
Income tax exeense from continuing oeerations 1,156 634 527 301 322 78 225 
Tax (benefit) exeense from discontinued oeerations (301 1 (361 
Total income tax expense included in Consolidated 
Statements of Oeerations $ 1,126 $ 634 $ 528 $ 301 $322 $ 42 p25 
(al Includes benefits of net operating loss (NOL) carryforwards and tax credit carryforwards of $648 million at Duke Energy, $4 million at Duke Energy Carolinas, $190 million at Progress Energy, $60 million at Duke Energy 

Progress, $49 million at Duke Energy Florida, $2.6 million at Duke Energy Ohio and $58 million at Duke Energy Indiana. 

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Prog:ress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Current income taxes 
Federal $ $ 116 $ (1931 $ (561 $ 1 $ (181 $ (861 
State (111 14 1 (41 (7) (1) (111 
Forei n 4 
Total current income taxes (81 130 (1911 (601 (61 (19) (981 
Deferred income taxes 
Federal 1,097 345 694 334 190 96 245 
State 181 57 17 27 58 5 17 
Total deferred income taxes!aJ 1,178 402 721 361 348 101 262 
Investment tax credit amortization (141 (51 (71 (7) (1) (1) 

Income tax expense from continuing operations 1,256 627 512 194 342 81 163 
Tax exeense (benefit) from discontinued oeerations 89 (1) 22 
Total income tax expense included in Consolidated 
Statements of Oeerations $ 1,345 $ 627 $ 521 $ 294 $342 $ 103 $ 163 
(al Includes benefits of NOL carryforwards and utiliza~on of NOL and tax credit carryforwards of $264 million at Duke Energy, $15 million at Dulle Energy Carolinas, $119 million at Progress Energy, $2.l million at Duke Energy 

Progress, $84 million at Duke Energy Florida, $3 million at Duke Energy Ohio and $45 million at Duke Energy lnd!ana. 
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Year Ended December 31, 2014 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Current income taxes 
Federal $ $ 161 $ (466) $(184) $ 153) $ (73) $1112) 
State 56 51 (8) 14 I 3 I 
Forei n 6 
Total current income taxes 62 212 1474) (170) 152) 170) (Ill) 

Deferred income taxes 
Federal 1,144 407 938 436 350 113 294 
State 35 (25) 84 25 52 15 
Total deferred income taxes<aHbl 1,179 382 1,022 461 402 114 309 
Investment tax credit amortization (16) (6) (8) (6) (I) (I) (I) 

Income tax ex~ense from continuing oeerations 1,225 588 540 285 349 43 197 
Tax exeense (benefit) from discontinued oeerations 149 (4) (300) 
Total income tax expense (benefit) included in 
Consolidated Statements of O~erations $ 1,374 $ 588 $ 536 p85 $349 $(257) !J97 
l•I There were no benefits of NOL canyforwards. 
(bl Includes utilization of NOL carryforwards of $1,544 million at Duke Energy, $345 million at Duke Energy Carolinas, $530 million at Progress Energy, $291 million at Duke Energy Progress, $64 million at Duke Energy Florida, 

$56 million at Duke Energy Ohio and $141 million at Duke Energy Indiana. 

Duke Energy Income from Continuing Operations before Income Taxes 

(in millions) 

Domestic 
Foreign 

Income from continuing operations before income taxes 

Taxes on Foreign Earnings 

During 2014, Duke Energy declared a taxable dividend of foreign earnings 
in the form of notes payable that was expected to result in the repatriation 
of approximately $2.7 billion of cash held, and expected to be generated, by 
international businesses over a period of up to eight years. As a result of the 
decision to repatriate cumulative historical undistributed foreign earnings, Duke 
Energy recorded U.S. income tax expense of approximately $373 million in 2014. 
As of December 31, 2014, Duke Energy's intention was to indefinitely reinvest 
any future undistributed foreign earnings. 

In February 2016, Duke Energy announced it had initiated a process to 
divest the International Disposal Group and, accordingly, no longer intended to 
indefinitely reinvest post-2014 undistributed foreign earnings. This change in 
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Years Ended December 31, 

2016 2015 2014 
$ 3,689 $3,831 $3,637 

45 79 126 

$ 3,734 $3,910 $3,763 

the Company's intent, combined with the extension of bonus depreciation by 
Congress in late 2015, allowed Duke Energy to more efficiently utilize foreign 
tax credits and reduce U.S. deferred tax liabilities associated with the historical 
unremitted foreign earnings by approximately $95 million during the year ended 
December 31, 2016. 

Due to the classification of the International Disposal Group as 
discontinued operations beginning in the fourth quarter of 2016, income tax 
amounts related to the International Disposal Group's foreign earnings are 
presented within (loss) Income from Discontinued Operations, net of tax on the 
Consolidated Statements of Operations. In December 2016, Duke Energy closed 
on the sale of the International Disposal Group in two separate transactions to 
execute the divestiture. See Note 2 for additional information on the sale. 
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Statutory Rate Reconciliation 

The following tables present a reconciliation of income tax expense at the U.S. federal statutory tax rate to the actual tax expense from continuing operations. 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

On millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Income tax expense, computed at the statutory rate of 35 percent $ 1,307 $ 630 $ 548 $ 315 $ 306 $ 95 $ 212 
State income tax, net of federal income tax effect 64 46 20 10 30 (2) 11 
AFUDC equi/y income (70) (36) (26) {IJ) (9) (2) (6) 
Renewable energy production tax credits (97) 
Audit adjustment 5 3 
Tax true·up (14) (14) (11) (3) (9) (16) 2 
Other items, net (39) 5 (4) (4) 4 3 6 

Income tax expense from continuing operations $ 1,156 $ 634 $ 527 $ 301 $ 322 $ 78 $ 225 

Effective tax rate 31.0% 35.2% 33.7% 33.4% 36.9% 28.9% 37.1% 

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Income tax expense, computed at the statutory rate of 35 percent $ 1,369 $ 598 $ 555 $ 302 $ 330 $ 81 $ 168 
State income tax, net of federal income tax effect 109 46 18 15 33 2 2 
AFUDC equity income (58) (34) (19) (17) (3) (1) (4) 
Renewable energy production tax credits (72) (1) 

Audit adjustment (22) (23) 1 (24) 
Tax true-up 2 2 (3) (4) 2 (5) (9) 
Other items, net (72) 15 (5) (3) 4 4 6 

Income tax expense from continuing operations $ 1,256 $ 627 $ 522 $ 294 $ 342 $ 81 $ 163 

Effective tax rate 32.1% 36.7% 32.9% 34.2% 36.3% 35.2% 34.0% 

Year Ended December 31, 2014 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 
Income tax expense, computed at the statutory rate of 35 percent $ 1,317 $ 581 $ 497 $ 263 $ 314 $ 39 $ 195 
State income tax, net of federal income tax effect 59 17 49 25 34 3 10 
AFUDC equity income (47) (32) 19) (9) (1) (5) 
Renewable energy production tax credits (67) 
Other items, net (37) 22 3 6 2 (3) 

Income tax expense from continuing operations $ 1,225 $ 588 $ 540 $ 285 $ 349 $ 43 $ 197 

Effective tax rate 32.6% 35.4% 38.0% 37.9% 38.9% 38.9% 35.5% 

Valuation allowances have been established for certain state NOL carryforwards and state income tax credits that reduce deferred tax assets to an amount that 
will be realized on a more-likely-than-not basis. The net change in the total valuation allowance is included in the State income tax, net of federal income tax effect in 
the above tables. 

199 



PART II 

KyPSC Case No •. 2017".00321 
FR t6(7j(Ij Aitachment -Annual Report 20i6 

Page217 of258 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • PROGRESS ENERGY, INC. • 
DUKE ENERGY PROGRESS, LLC • DUKE ENERGY FLORIDA, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, LLC 

Combined Notes to Consolidated Financial Statements - (Continued) 

DEFERRED TAXES 

Net Deferred Income Tax Liability Components 

December 31, 2016 

Duke Duke 
Duke Energy Progress Energy 

(in millions) Energy Carolinas Energy Progress 
Deferred credits and other liabilities $ 382 $ 66 $ 126 $ 40 
Capital lease obligations 60 8 
Pension, post·retirement and other employee benefits 561 16 199 91 
Progress Energy merger purchase accounting adjustments!1l 918 
Tax credits and NOL canyforwards 4,682 192 1,165 222 
Investments and other assets 
Other 205 16 35 8 
Valuation allowance (96) (12) 

Total deferred income tax assets 6,712 298 1,513 361 

Investments and other assets (1,892) (1,149) (597) (313) 
Accelerated depreciation rates (14,872) (4,664) (4,490) (2,479) 
Regulatory assets and deferred debits, net (4,103) (1,029) 11,672) 1892) 
Total deferred income tax liabilities (20,867) 16,842) 16,759) 13,684) 

Net deferred income tax liabilities $114,155) $16,544) $15,246) $(3,323) 

(a) Primarily related to capital lease obligations and detll: fair value adjustmerrt:s. 

The following table presents the expiration of tax credits and NOL carryforwards. 

(in millions) 

Investment tax credits 
Alternative minimum tax credits 
Federal NOL carryforwards 
State NOL carryforwards and creditsM 
Foreign NOL carryforwardslbl 
Foreign Tax Credits 
Charitable carryforwards 

Total tax credits and NOL carryforwards 

(a) A valuation allowance of $84 million has been recorded on the stale NOL carryforwards, as presented in the Net Deferred Income Tax Liability Components table. 
(b) A valuation allowance of $12 million has been recorded on the foreign NOL carryforwards, as presented In the Net Deferred Income Tax Liability Components table. 
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Duke Duke Duke 
Energy Energy Energy 
Florida Ohio Indiana 

$ 93 $ 21 $ 4 
1 

96 22 37 

232 49 278 
3 
5 9 

421 100 329 
(297) (21) 

(2,038) 11,404) (1,938) 
(780) (139) (270) 

(3,115) 11,543) 12,229) 

$(2,694) $11,443) $(1,900) 

December 31, 2016 

Expiration 
Amount Year 
$ 1,143 2027 - 2036 

1,151 Indefinite 
1,267 2020 - 2036 

248 2017 - 2036 
12 2026 - 2036 

859 2024 - 2026 
2017 - 2019 

$ 4,682 



PART II 

. . ... KyPSC Case No. 2017,00321 
·······FR 16(7)(I)Attachment: Annual Report 2016 

Page 218 of258 

DUKE ENERGY CORPORATION • DUKE ENERGY CAROLINAS, LLC • PROGRESS ENERGY, INC. • 
DUKE ENERGY PROGRESS, LLC • DUKE ENERGY FLORIDA, LLC • DUKE ENERGY OHIO, INC. • DUKE ENERGY INDIANA, LLC 

Combined Notes to Consolidated Financial Statements- (Continued) 

Duke 
(in millions) Energy 

Deferred credits and other liabilities $ 101 
Capital lease obligations 63 
Pension, post-retirement and other employee benefits 580 
Progress Energy merger purchase accounting adjustments(a! 1,009 
Tax credits and NOL carryforwards 3,631 
Investments and other assets 
Other 106 
Valuation allowance (93) 

Total deferred income tax assets 5,597 

Investments and other assets (1,573) 
Accelerated depreciation rates (11,939) 
Regulate~ assets and deferred debits, net (3,6331 

Total deferred income tax liabilities (18,1451 

Net deferred income tax liabilities $(11,5481 

lal Primarily related to capital lease obligations and debt fair value adjustments. 

On August 6, 2015, pursuant to N.C. Gen. Stat.105-130.3C, the 
North Carolina Department of Revenue announced the North Carolina corporate 
income tax rate would be reduced from a statutory rate of 5.0 percent to 
4.0 percent beginning January I, 2016. Duke Energy recorded a net reduction 
of approximately $95 million to its North Carolina deferred tax liability 
in the third quarter of 2015. The significant majority of this deferred tax 
liability reduction was offset by recording a regulatory liability pending NCUC 
determination of the disposition of amounts related to Duke Energy Carolinas 
and Duke Energy Progress. The impact did not have a significant impact on 
the financial position, results of operation, or cash flows of Duke Energy, 
Duke Energy Carolinas, Progress Energy or Duke Energy Progress. 

UNRECOGNIZED TAX BENEFITS 

The following tables present changes to unrecognized tax benefits. 

(in millions) 

Unrecognized tax benefits-Janua~ I 
Unrecognized tax benefits increases (decreases) 
Gross increases - tax positions in prior periods 
Gross decreases - tax positions in prior periods 
Decreases due to settlements 
Reduction due to la~se of statute of limitations 
Total chan es 

Unrecognized tax benefits - December 31 

December 31, 2015 

Duke Duke Duke Duke Duke 
Energy Progress Energy Energy EnefiY Energy 

Carolinas Energy Progress Florida Ohio Indiana 

201 

$ 38 $ 115 $ 15 $ 66 $ 19 $ 5 
9 1 

46 186 91 81 14 40 

170 997 163 177 15 115 
3 

10 48 1 46 37 10 
(38) 

183 1,308 181 371 118 181 
(1,057) (411) (1181 (101) (7) 

(4,4191 (4,1691 (2,3151 (1,8681 (1,356) (1,797) 
(9431 (1,517) (7561 (7611 (1691 (135) 

(6,4191 (6,0981 (3,3091 (1,8311 (1,5151 (1,9391 

$(6,1461 $(4,7901 $(3,017) $(1,4601 $(1,407) $(1,657) 

On August4, 2016, pursuantto N.C. Gen. Stat.105-130.3C, the 
North Carolina Department of Revenue announced the North Carolina corporate 
income tax rate would be reduced from a statutory rate of 4.0 percent to 
3.0 percent beginning January 1, 2017. Duke Energy recorded a net reduction 
of approximately $80 million to its North Carolina deferred tax liability 
in the third quarter of 2016. The significant majority of this deferred tax 
liability reduction was offset by recording a regulatory liability pending NCUC 
determination of the disposition of amounts related to Duke Energy Carolinas 
and Duke Energy Progress. The impact did not have a significant impact on 
the financial position, results of operation, or cash flows of Duke Energy, 
Duke Energy Carolinas, Progress Energy or Duke Energy Progress. 

Year Ended December 31, 1016 

Duke Duke Duke Duke 
Duke Energy Progress EnefiY EnefiY Energy 

Energy Carolinas Energy Progress Ohio Indiana 

$ 88 $ 72 $ 1 $ 3 $- $ 1 

4 
(41 (4) (I) (I) 

(681 (67) (II 
I 2 

(711 (711 I (I) 4 (I) 

$17 $ I $ 2 $ 1 $ 4 $-
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(in millions) 

Unrecognized tax benefits-Januaiy l 
Unrecognized tax benefits increases (decreases) 
Gross increases -tax positions in prior periods 
Gross decreases - tax positions in prior periods 
Decreases due to settlements 
Reduction due to lapse of statute of limitations 

Total changes 

Unrecognized tax benefits - December 31 

(in millions) 

Unrecognized tax benefits-Januaiy 1 
Unrecognized tax benefits increases (decreases) 
Gross increases - tax positions in prior periods 
Gross decreases -tax positions in prior periods 
Decreases due to settlements 

Total changes 

Unrecognized tax benefits - December 31 

Duke 
Energy 

$ 213 

(48) 
(45) 
(32) 

(125) 

$ 88 

Duke 
Energy 

$ 230 

(2) 
(15) 

(17) 

$ 213 

Duke 
Energy 

Carolinas 

$ 160 

(45) 
(43) 

(88) 

$ 72 

Duke 
Energy 

Carolinas 

$171 

(11) 

(11) 

$160 

Year Ended December 31, 2015 

Duke 
Progress Energy 

Energy Progress 

$ 32 $ 23 

(32) (21) 

(31) (20) 

$ $ 3 

Year Ended December 31, 2014 

Duke 
Progress Energy 

Energy Progress 

$ 32 $ 22 

(1) 

$ 32 $ 23 

Duke 
Energy 
Florida 

$ 8 

(8) 

(8) 

$-

Duke 
Energy 
Florida 

$ 8 

$ 8 

Duke 
Energy 

Indiana 
$ 1 

$ 

Duke 
Energy 

Indiana 

$ 1 

$ 1 

The following table includes additional information regarding the Duke Energy Registrants' unrecognized tax benefits. It is reasonably possible that Duke Energy 
could reflect an approximate $8 million reduction and Duke Energy Carolinas could reflect an approximate $1 million reduction in unrecognized tax benefits within the 
next 12 months. All other Duke Energy Registrants do not anticipate a material increase or decrease in unrecognized tax benefits within the next 12 months. 

December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Prog:ress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Prog:ress Florida Ohio Indiana 
Amount that if recognized, would affect the 
effective tax rate or regulatory liabi!ity<al $ 8 $ 1 $ 2 $ 2 $- $- $-
Amount that if recognized, would be recorded as a 
component of discontinued operations 5 2 

{a} Duke Energy, Duke Energy Garolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida and Duka Energy Indiana are unable to estimate the specific amounts that would affect the effective tax rate versus the 
regulatory liability. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

OTHER TAX MATIERS 

The following tables include interest recognized in the Consolidated Statements of Operations and the Consolidated Balance Sheets. 

Year Ended December 31, 2016 

(in millions) 

Net interest income recognized related to income taxes 
Net interest expense recognized related to income taxes 
Interest payable related to income taxes 

(in millions) 

Net interest income recognized related to income taxes 
Net interest expense recognized related to income taxes 
Interest receivable related to income taxes 
Interest payable related to income taxes 

(in millions) 

Net interest income recognized related to income taxes 
Net interest expense recognized related to income taxes 
Interest receivable related to income taxes 
Interest payable related to income taxes 

Duke 
Energy 

$ 

13 

Duke 
Energy 

$ 12 

Duke 
Energy 

Carolinas 

$ 

13 

Duke Duke 
Duke Energy Progress Energy 

Energy Carolinas Energy Progress 

$ $ $ 1 $ 
7 

4 23 1 

Year Ended December 31, 2015 

Duke Duke Duke 
Energy Progress Energy Energy 

Carolinas Energy Progress Florida 
$ $ 2 $ 2 $ 1 

14 

Year Ended December 31, 2014 

Duke Duke Duke 
Progress Energy Energy Energy 

Energy Progress Florida Ohio 

$ 3 $ $ $ 4 

5 5 

Duke 
Energy 
Florida 
$ 2 

Duke 
Energy 

Indiana 

$ 

Duke 
Energy 

Indiana 

$ 4 

2 

Duke Energy and its subsidiaries are no longer subject to U.S. federal examination for years before 2015. 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. 

23. 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, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Interest income $ 21 $ 4 $ 4 $ 3 $ 2 $ 5 $ 6 
AFUDC equity 200 102 76 50 26 6 16 
Post in·service equity returns 67 55 12 12 
Nonoperating income (expense), other 36 22 6 16 12) 

Other income and expense, net $ 324 $ 162 $ 114 $ 71 $ 44 $ 9 $ 22 
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Combined Notes to Consolidated Financial Statements- (Continued) 

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Interest income $ 20 $ 2 $ 4 $ 2 $ 2 $ 4 $ 6 
AFUDC equity 164 96 54 47 7 3 11 
Post in-service equity returns 73 60 13 13 
Nonoperating income (expense), other 33 2 26 9 15 Ill 161 

other income and expense, net $ 290 $ 160 $ 97 $ 71 $ 24 $ 6 $ 11 

Year Ended December 31, 2014 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Interest income $ 16 $ 4 $ 3 $ $ 2 $ 8 $ 6 
AFUDC equity 135 91 26 25 4 14 
Post in-service equity returns 89 71 17 17 
Nonoperating income (expense), other 80 6 31 9 18 121 

other income and expense, net $ 320 $ 172 $ 77 $ 51 $ 20 $ 10 $ 22 

24. SUBSEQUENT EVENTS 
For information on subsequent events related to regulatory matters, commitments and contingencies, and debt and credit facilities see Notes 4, 5 and 6, respectively. 
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Combined Notes to Consolidated Financial Statements - (Continued) 

25. QUARTERLY FINANCIAL DATA (UNAUDITED) 

DUKE ENERGY The following table includes unusual or infrequently occurring items in 

Quarterly EPS amounts may not sum to the full-year total due to changes 
each quarter during the two most recently completed fiscal years. All amounts 
discussed below are pretax. 

in the weighted average number of common shares outstanding and rounding. 
First Second Third Fourth 

First Second Third Fourth (in millions) Quarter Quarter Quarter Quarter Total 

{in millions, except per share data) Quarter Quarter Quarter Quarter Total 2016 

2016 Costs to Achieve Mergers {see Note 2) $ (120) $ (Ill) $ (84) $ (208) $ (523) 

Operating revenues $5,377 $5,213 $6,576 $5,577 $22,743 Commercial Renewab!es Impairment 

Operating income 1,240 1,259 1,954 888 5,341 (see Note 121 (71) (71) 

Income from continuing operations 577 624 1,001 376 2,578 Loss on Sale of International Disposal 

Income (loss) from discontinued Group (see Note 2) (514) (514) 

operations, net of tax 122 (112) 180 (598) (408) Impairment of Assets in Central America 
Net income (loss) 699 512 1,181 (222) 2,170 (see Note 2) (194) (194) 
Net income (loss) attributable to Duke Cost Savings Initiatives (see Note 19) (20) (24) (19) (29) (92) 

Energy Corporation 694 509 1,176 (227) 2,152 Total $ (140) $ (329) $ (174) $ (751) $(1,394) 
Earnings per share: 
Income from continuing operations 2015 

attributable to Duke Energy Costs to Achieve Mergers $ (21) $ (22) $ (241 $ (30) $ (97) 

Corporation common stockholders Edwardsport Settlement (see Note 4) (901 (3) (93) 
Basic $ 0.83 $ 0.90 $ 1.44 $ 0.53 $ 3.71 Ash Basin Settlement and Penalties 
Diluted $ 0.83 $ 0.90 $ 1.44 $ 0.53 $ 3.71 (see Note 5) (7) (7) (14) 

Income (loss) from discontinued State Tax Adjustment related to Midwest 
operations attributable to Duke Generation Sale (41) (41) 
Energy Corporation common Cost Savings Initiatives (see Note 19) (142) (142) 
stockholders Total $ (21) $ (631 $ (121) $ (182) $ (387) 

Basic $ 0.18 $ (0.16) $ 0.26 $ (0.86) $ (0.60) 
Diluted $ 0.18 $ (0.16) $ 0.26 $ (0.86) $ (0.60) DUKE ENERGY CAROLINAS 

Net income (loss) attributable to 
Duke Energy Corporation common 

First Second Third Fourth stockholders 
Basic $ 1.01 $ 0.74 $ 1.70 $ (0.33) $ 3.11 

(in millions) Quarter Quarter Quarter Quarter Total 

Diluted $ 1.01 $ 0.74 $ 1.70 $ (0.33) $ 3.11 2016 
2015 Operating revenues $1,740 $1,675 $2,226 $1,681 $7,322 
Operating revenues $5,792 $5,3D2 $6,202 $5,075 $22,371 Operating income 481 464 815 302 2,062 
Operating income 1,390 1,192 1,606 890 5,078 Net income 271 261 494 140 1,166 
Income from continuing operations 755 576 890 433 2,654 2015 
Income (loss) from discontinued Operating revenues $1,9Dl $1,707 $2,061 $1,560 $7,229 

operations, net of tax 112 (29) 45 49 177 Operating income 515 483 666 296 1,960 
Net income 867 547 935 482 2,831 Net income 292 265 383 141 1,081 
Net income attributable to Duke 

Energy Corporation 864 543 932 477 2,816 The following table includes unusual or infrequently occurring items in 
Earnings per share: each quarter during the two most recently completed fiscal years. All amounts 
Income from continuing operations discussed below are pretax. 

attributable to Duke Energy 
Corporation common stockholders First Second Third Fourth 

Basic $ 1.06 $ 0.83 $ 1.29 $ 0.62 $ 3.80 (in millions) Quarter Quarter Quarter Quarter Total 
Diluted $ 1.06 $ 0.83 $ 1.29 $ 0.62 $ 3.80 

2016 Income (loss) from discontinued 
operations attributable to Duke Costs to Achieve Mergers $ (II) $ (12) $ (13) $ (68) $ (104) 

Energy Corporation common Cost Savings Initiatives (see Note 19) (10) (10) (8) (II) (39) 

stockholders Total $ (21) $ (22) $ (21) $ (79) $ (143) 

Basic $ 0.16 $ (0.05) $ 0.06 $ 0.07 $ 0.25 2015 

Diluted $ 0.16 $ (0.05) $ 0.06 $ 0.07 $ 0.25 Costs to Achieve Mergers $ (9) $ (11) $ (11) $ (16) $ (471 

Net income attributable to Duke Energy Ash Basin Settlement and Penalties 
Corporation common stockholders (see Note 5) (1) (7) (81 

Basic $ 1.22 $ 0.78 $ 1.35 $ 0.69 $ 4.05 Cost Savin~s Initiatives (see Note 19) (93) (931 
Diluted $ 1.22 $ 0.78 $ 1.35 $ 0.69 $ 4.05 Total $ (9) $ (11) $ (121 $ 0!61 $ (1481 
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Combined Notes to Consolidated Financial Statements - (Continued) 

PROGRESS ENERGY The following table includes unusual or infrequently occurring items 
in each quarter during the two most recently completed fiscal years. All 

First Second Third Fourth 
amounts discussed below are pretax. 

(in millions) Quarter Quarter Quarter Quarter Total 
First Second Third Fourth 

2016 (in millions) Quarter Quarter Quarter Quarter Total 
Operating revenues $2,332 $2,34B $2,965 $2,20B $ 9,B53 2016 
Operating income 475 560 814 292 2,141 Costs to Achieve Mergers $ (5) $ (5) $ (6) $ (40) $ (56) 
Income from continuing operations 212 274 449 104 1,039 Cost Savings Initiatives (see Note 19) (5) (5) (7) (6) (23) 
Net income 212 274 449 106 1,041 
Net income attributable to parent 209 272 446 104 1,031 Total $ (10) $ (10) $ (13) $ (46) $ (79) 

2015 2015 
Operating revenues $2,536 $2,476 $2,929 $2,336 $10,277 Costs to Achieve Mergers $ (5) $ (5) $ (6) $ (6) $ (221 
Operating income 549 504 756 351 2,160 Ash Basin Settlement and Penalties 
Income from continuing operations 264 217 452 132 1,065 (see Note 51 (6) (6) 
Net income 263 217 451 131 1,062 Cost Savings Initiatives (see Note 19) (281 (281 
Net income attributable to parent 260 215 448 128 1,051 

Total $ (5) $ (5) $ (12) $ $ (341 (561 

The following table includes unusual or infrequently occurring items in 
DUKE ENERGY FLORIDA each quarter during the two most recently completed fiscal years. All amounts 

discussed below are pretax. 
First Second Third Fourth 

First Second Third Fourth (in millions) Quarter Quarter Quarter Quarter Total 

(in millions) Quarter Quarter Quarter Quarter Total 2016 

2016 Operating revenues $1,024 $1,133 $1,3Bl $1,030 $4,568 

Costs to Achieve Mergers $ (7) $ (8) $ (101 $ (44) $ (69) Operating income 213 300 373 155 1,041 

Cost Savings Initiatives {see Note 19) (Bl (Bl (10) (14) (401 Net income 110 171 206 64 551 
2015 

Total $(15) $ (16) $ (20) $ (5B) $(109) Operating revenues $1,086 $1,281 $1,436 $1,174 $4,977 
2015 Operating income 227 315 357 216 1,115 
Costs to Achieve Mergers $ (8) $ (8) $ (8) $ (10) $ (34) Net income 113 165 216 105 599 
Ash Basin Settlement and Penalties 

{see Note 51 (6) (6) The following table includes unusual or infrequently occurring items in 
Cost Savings Initiatives (see Note 19) (36) (36) each quarter during the two most recently completed fiscal years. All amounts 

Total $ (8) $ (8) $ (141 $ (461 $ (761 discussed below are pretax. 

First Second Third Fourth 
DUKE ENERGY PROGRESS {in millions) Quarter Quarter Quarter Quarter Total 

First Second Third Fourth 2016 

(in millions) Quarter Quarter Quarter Quarter Total Costs to Achieve Mergers $ (2) $ (3) $ (4) $ (4) $ (131 
Cost Savings Initiatives (see Note 19) (2) (3) (3) (9) (17) 

2016 Total $ (4) $ (6) $ (7) $ (13) $ (30) 
Operating revenues $1,307 $1,213 $1,5B3 $1,174 $ 5,277 

2015 Operating income 258 255 438 135 1,086 
Net income 137 131 271 60 599 Costs to Achieve Mergers $ (3) $ (3) $ (3) $ (4) $ (13) 

2015 Cost Savings Initiatives (see Note 19) (8) (8) 

Operating revenues $1,449 $1,193 $1,488 $1,160 $ 5,290 Total $ (3) $ (3) $ (3) $ (12) $ (211 
Operating income 316 t84 394 130 1,024 
Net income 183 85 229 69 566 
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DUKE ENERGY OHIO DUKE ENERGY INDIANA 

First Second Third Fourth First Second Third Fourth 
(in millions) Quarter Quarter Quarter Quarter Total (in millions) Quarter Quarter Quarter Quarter Total 

2016 2016 
Operating revenues $ 516 $ 428 $ 489 $ 511 $1,944 Operating revenues $ 714 $702 $809 $733 $2,958 
Operating income 96 55 106 90 347 Operating income 176 174 239 176 765 
Income from discontinued Net income 95 85 129 72 381 

operations, net of tax 2 34 36 2015 
Net income 59 23 89 57 228 Operating revenues $ 788 $686 $749 $667 $2,890 
2015 Operating income 210 146 117 171 644 
Operating revenues $ 586 $ 405 $ 462 $ 452 $ 1,905 Net income 108 68 46 94 316 
Operating income Ill 43 76 73 303 
Income (loss) from discontinued The following table includes unusual or infrequently occurring items in 

operations, net of tax 90 (65) (2) 23 each quarter during the two most recently completed fiscal years. All amounts 
Net income {loss) 149 (52) 32 43 172 discussed below are pretax. 

The following table includes unusual or infrequently occurring items in First Second Third Fourth 
each quarter during the two most recently completed fiscal years. All amounts {in millions) Quarter Quarter Quarter Quarter Total 
discussed below are pretax. 2016 

First Second Third Fourth 
Costs to Achieve Mergers $ II) $ (21 $ (3) $ (3) $ (9) 

(in millions) Quarter Quarter Quarter Quarter Total Cost Savings Initiatives (see Note 19) {!) (4) {!) Ill 17) 

2016 
Total $ 121 $ (61 $ (4) $ (4) $ 116) 

Costs to Achieve Mergers $ II) $ {I) $ (2) $ (2) $ (6) 2015 

Cost Savings Initiatives (see Note 19) (!) {!) {!) 131 Costs to Achieve Mergers $ (2) $ {I) $ (2) $ 12) $ (7) 

Total $ (2) $ (2) $ (21 $ 13) $ 19) Edwardsport Settlement {see Note 4) 190) 13) (93) 

2015 Cost Savings Initiatives (see Note 19) (61 (6) 

Costs to Achieve Mergers $ {I) $ {I) $ {I) $ {I) $ (4) Total $ 121 ! (I) ! (92) $ {lll $1106) 

Cost Savings Initiatives {see Note 19) 121 (2) 

Total $ {I) $ {I) $ {I) $ 131 $ 16) 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE 

None. 

ITEM 9A. CONTROLS AND PROCEDURES 

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 AcO is recorded, processed, summarized and reported, 
within the time periods specified by the 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-15(e) and 15d-15(e) under the Exchange Act) 
as of December 31, 2016, 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 Officer, the Duke Energy 
Registrants have evaluated changes in internal control over financial reporting 
(as such term is defined in Rules 13a-15(1) and 15d-15(1) under the Exchange 
Act) that occurred during the fiscal quarter ended December 31, 2Dl6, and 
have concluded no change has materially affected, or is reasonably likely to 
materially affect, internal control over financial reportini; 

2D8 

Management's 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-15(1) and 15d-15(1). 
The Duke Energy Registrants' internal control system was designed to provide 
reasonable assurance regarding the reliability of financial reporting and the 
preparation offinancial statements for external purposes, in accordance with 
generally accepted accounting principles in the United States. Due to inherent 
limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness of the 
internal control over financial reporting to future periods are subject to the risk 
that controls may become inadequate because of changes in conditions, or that 
the degree of compliance with policies and procedures may deteriorate. 

The Duke Energy Registrants' management, including 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, 
2016, based on the framework in the Internal Control- Integrated Framework 
(2013) 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, 2Dl6. 

Deloitte & Touche LLP, Duke Energy's independent registered public 
accounting firm, has issued an attestation report on the effectiveness of Duke 
Energy's internal control over financial reporting. This attestation report is 
included in Part II, Item 8 of this Form 10-K. This report is not applicable to 
the Subsidiary Registrants as these companies are not accelerated or large 
accelerated filers. 
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 

Information regarding Duke Energy's Executive Officers is set forth in Part I, Item 1, "Business - Executive Officers of the Registrants," in this Annual Report 
on Form 10-K. Duke Energy will provide information that is responsive to the remainder of this Item 10 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. That information is incorporated 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 afterthe end of the fiscal year covered by this Annual Report. That information is incorporated in this Item 11 by reference. 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS 

Equity Compensation Plan Information 

The following table shows information as of December 31, 2016, about securities to be issued upon exercise of outstanding options, warrants and rights under 
Duke Energy's 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. 

Plan Category 
Equity compensation plans approved by security holders 
Equity compensation plans not approved by security holders 

Total 

OJ As of December 31, 2016, no options were outstanding under equity compensation plans. 

Number of securities to 
be issued upon exercise 
of outstanding options, 

warrants and rights 
!al 

3,224,537"' 
191,181141 

3,415,718 

Weighted average exercise 
price of outstanding 

options, warrants and rights 
(bl"' 

n/a 
n/a 

n/a 

Number of securities 
remaining available for 
future issuance under 
equity compensation 

plans (excluding securities 
reflected in column (a)) 

(cl 
8,661,659" 

n/a(sl 

8,661,659 

(2) Includes restricted stock units and performance shares (assuming the maximum payout level) granted under the Duke Energy Corporation 2010 Long-Term Incentive Plan or the Duke Energy Corporation 2015 Long-Term 
Incentive Plan, as well as shares that could be payable with respect to certain compensation deferred under the Duke Energy Corporation Executive Savings Plan (Executive Savings Plan) and the Duke Energy Corporation 
Directors' Savings Plan (Directo~' Savings Plan). 

(3) Includes shares remaining for issuance pursuant to stock awards under the Duke Energy Corporation 2015 Long-Term Incentive Plan. 
(4) Includes shares that could be payable with respect to certain compensation deferred under the Executive Savings Plan and the Directors' Savings Plan, each of which is a non-qualified deferred compensation plan described 

in more detail below. Upon the acquisition of Piedmont Natural Gas Company, Inc., performance shares granted prior to the acquisition under the Piedmont Natural Gas Company, Inc. Incentive Compensation Plan were 
converted to restricted stock units payable in shares of Duke Energy common stock. As of December 31, 2016, 109,023 such restricted stock units were outstanding. Following the acquisition, no further stock awards were 
permitted ta be granted under the Piedmont Natural Gas Company, Inc. Incentive Compensation Plan. These converted awards are not listed in the table above. 

(5) The number of shares remaining available for future issuance under equity compensation plans not approved by security holders cannot be determined because ii ls based on the amount of future voluntary deferrals, if any, 
under the Executive Savings Plan and the Directors' Savings Plan. 

Under the Executive Savings Plan, participants can elect to defer 
a portion of their base salary and short-term incentive compensation. 
Participants also receive a company matching contribution in excess of the 
contribuflon limits prescribed by the Internal Revenue Code under the Duke 
Energy Retirement Savings Plan, which is the 401(k) plan in which the named 
executive officers participate. In general, payments are made following the 
termination of employment or death in the form of a lump sum or installments, 
as selected by the participant. Participants may direct the deemed investment 
of base deferrals, short-term incentive compensation deferrals and matching 
contributions among investment options available under the Duke Energy 
Retirement Savings Plan, including the Duke Energy Common Stock Fund. 

Participants may change their investment elections on a 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 claims of Duke Energy's creditors. 

Under the Directors' Savings Plan, outside directors may elect to defer 
all or a portion of their annual compensation, consisting of retainers and 
attendance fees. 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. 

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 amendment to this Annual Report not later than 
120 days after the end of the fiscal year covered by this Annual Report. That information is incorporated in this Item 13 by reference. 
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ITEM 14. PRINCIPAL ACCOUNTING FEES ANO SERVICES 

Deloitte & Touche LLP and the member firms of Deloitte Touche Tohmatsu and their respective affiliates (collectively, Deloitte) provided professional services to 
the Duke Energy Registrants. The following tables present the Deloitte fees for services rendered to the Duke Energy Registrants during 2016 and 2015. 

Year Ended December 31, 2016 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Types of Fees 
Audit Fees(.il $13.8 $4.9 $5.2 $3.0 $2.2 $0.8 $1.4 
Audit-Related Feestbl 0.7 
Tax Fees!cl 0.4 0.1 0.1 0.1 0.1 
Other Fees 0.2 0.1 0.1 0.1 

Total Fees $15.1 $5.1 $5.4 $3.2 $2.2 $0.8 $1.5 

Year Ended December 31, 2015 

Duke Duke Duke Duke Duke 
Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana 

Types of Fees 
Audit Feesra> $12.4 $4.6 $5.l $2.9 $2.2 $0.8 $1.3 
Audit-Related Fees!bl 2.4 1.2 
Tax Fees!el 0.2 0.1 
Other Fees 0.1 

Total Fees $15.l $4.7 $5.l $2.9 $2.2 $2.0 $1.3 

(a) Audit Fees are fees billed or expected to be billed for professional services far Iha audit of the Duke Energy Registrants' financial statements included in the Annual Report on Form 10-K and the review of financial statements 
included in quarterly reports on Form 10-Q, for services that are normally provided by Deloitte in connection wilh statutory, regulatory or other filings or engagements, orfor any other service perfonned by Deloitte to comply 
with generally accepted auditing standards. Total Fees for Duke Energy in 2.016 include amounts for audit work related to Piedmont For additional information related to acquisition of Piedmont see Note 2 to the Consolidated 
Financial Statements, "Acquisitions and Dispositions." 

(b) Audit-Related Fees are fees billed, or expected to be billed, for assurance and related services that are reasonably related to the perfonnance of an audit or review of financial statements, including assistance with 
acquisitions and divestitures and internal control reviews. 

(c) Tax fees are fees for tax return assistance and preparation, tax examination assistance and professional services related to tax planning and tax strategy. 

To safeguard the continued independence of the independent auditor, the Audit Committee of the Board of Directors of Duke Energy adopted a policy that all 
services provided by the independent auditor require preapproval by the Audit Committee. Pursuant to the policy, certain audit services, audit-related services, tax 
services and other services have been specifically preapproved up to fee limits. In the event the cost of any of these services may exceed the fee limits, the Audit 
Committee must preapprove the service. All services pertormed in 2016 and 2015 by the independent accountant were approved by the Audit Committee pursuant to 
their preapproval policy. 
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ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 
(a) Consolidated Financial Statements, Supplemental Financial Data and Supplemental Schedules included in Part II of this annual report are as follows, 

Duke Energy Corporation 
Consolidated Financial Statements 
Consolidated Statements of Operations for the Years Ended December 31, 2016, 2Dl5 and 2Dl4 
Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2Dl6, 2Dl5 and 2014 
Consolidated Balance Sheets as of December 31, 2Dl6 and 2Dl5 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2Dl6, 2015 and 2Dl4 
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2Dl6, 2015 and 2Dl4 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, (unaudited, included in Note 25 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 Carolinas, LLC 
Consolidated Financial Statements 
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2Dl6, 2015 and 2014 
Consolidated Balance Sheets as of December 31, 2Dl6 and 2015 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2Dl6, 2Dl5 and 2Dl4 
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2Dl6, 2Dl5 and 2014 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, (unaudited, included in Note 25 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. 

Progress Energy, Inc. 
Consolidated Financial Statements 
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2016, 2Dl5 and 2014 
Consolidated Balance Sheets as of December 31, 2Dl6 and 2Dl5 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2016, 2Dl5 and 2Dl4 
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2016, 2Dl5 and 2014 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, (unaudited, included in Note 25 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 Progress, LLC 
Consolidated Financial Statements 
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2016, 2015 and 2Dl4 
Consolidated Balance Sheets as of December 31, 2Dl6 and 2015 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2Dl6, 2Dl5 and 2Dl4 
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2Dl6, 2015 and 2Dl4 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, (unaudited, included in Note 25 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 Florida, LLC 
Consolidated Financial Statements 
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2016, 2Dl5 and 2Dl4 
Consolidated Balance Sheets as of December 31, 2016 and 2Dl5 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2016, 2Dl5 and 2Dl4 
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2016, 2Dl5 and 2014 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, (unaudited, included in Note 25 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, 2016, 2015 and 2014 
Consolidated Balance Sheets as of December 31, 2016 and 2015 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2016, 2Dl5 and 2014 
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2016, 2015 and 2014 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, (unaudited, included in Note 25 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, LLC 
Consolidated Financial Statements 
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2016, 2015 and 2014 
Consolidated Balance Sheets as of December 31, 2016 and 2015 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2016, 2015 and 2014 
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2016, 2015 and 2014 
Notes to the Consolidated Financial Statements 
Quarterly Financial Data, (unaudited, included in Note 25 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. 

(b) Exhibits - See Exhibit Index immediately following the signature page. 
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Pursuant to the requirements of Section 13 or 15(d) 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 24, 2017 

DUKE ENERGY CORPORATION 
(Registrantl 

By, ----~/~s/_LY_NN_J_. G_O_O_D ____ _ 
Lynn J. Good 

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 and on the date indicated. 

(i) /s/ LYNN J. GOOD 

Lynn J. Good 
Chairman, President and Chief Executive Officer (Principal Executive Officer and Director) 

(ii) /s/ STEVEN K. YOUNG 

Steven K. Young 
Executive Vice President and Chief Financial Officer (Principal Financial Officer) 

(iii) /s/ WILLIAM E. CURRENS JR. 

William E. Currens Jr. 
Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer) 

(iv) Directors, 

Michael J. Angelakis* William E. Kennard* 

Michael G. Browning* E. Marie McKee* 

Daniel R. DiMicco* Charles W. Moorman IV* 

John H. Forsgren* Carlos A. Saladrigas* 

Ann Maynard Gray* Thomas E. Skains* 

John T. Herron* William E. Webster, Jr.* 

James B. Hyler, Jr.* 

Steven K. Youn& by signing his name hereto, does hereby sign this document on behalf of the registrant and on beha~ of each of the above-named persons previous~ 
indicated by asterisk (*) pursuant to a power of attorney duly executed by the registrant and such persons, filed with the Securities and Exchange Commission as an exhibit hereto. 

By, /s/ STEVEN K. YOUNG 
Attorney-In-Fact 

Date, February 24, 2017 
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Pursuant to the requirements of Section 13 or 15(d) 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 24, 2017 

DUKE ENERGY CAROLINAS, LLC 
(Registrant) 

By, ----'-'/s/'-'t""YN""N""J . .=.GO'-'O"-D ____ _ 
Lynn J. Good 

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. 

(i) /s/ LYNN J. GOOD 

Lynn J. Good 
Chief Executive Officer (Principal Executive Officer) 

(ii) /s/ STEVEN K. YOUNG 

Steven K. Young 
Executive Vice President and Chief Financial Officer (Principal Financial Officer) 

(iii) is/WILLIAM E. CURRENS JR. 

William E. Currens Jr. 
Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer) 

(iv) DirectorS: 

/s/ LYNN J. GOOD 

Lynn J. Good 

/s/ DHIM M. JAMIL 

Dhiaa M. Jamil 

Isl LLOYD M. YATES 

Lloyd M. Yates 

Date: February 24, 2017 
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Pursuant to the requirements of Section 13 or 15(d) 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 24, 2017 

PROGRESS ENERGY, INC. 
(Registrant) 

By, ----~/s~/_LY_NN_J_. G_O_OD _____ _ 
Lynn J. Good 

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. 

(i) /s/ LYNN J. GOOD 

Lynn J. Good 
Chief Executive Officer (Principal Executive Officer) 

(ii) /s/ STEVEN K. YOUNG 

Steven K. Young 
Executive Vice President and Chief Financial Officer (Principal Financial Officer) 

(iii) /s/ WILLIAM E. CURRENS JR. 
William E. Currens Jr. 

Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer) 

(iv) Directors, 

/s/ LYNN J. GOOD 
Lynn J. Good 

/s/ JULIAS. JANSON 

Julia S. Janson 

Date, February 24, 2017 
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Pursuant to the requirements of Section 13 or 15(d) 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 24, 2017 

DUKE ENERGY PROGRESS, LLC 
(Registrant) 

By: ----'-'/s'-'/ L"'YN"'N""J.-"G0'-'0-'-D ____ _ 
Lynn J. Good 

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. 

(i) is/ LYNN J. GOOD 

Lynn J. Good 
Chief Executive Officer (Principal Executive Officer) 

(ii) /s/ STEVEN K. YOUNG 

Steven K. Young 
Executive Vice President and Chief Financial Officer (Principal Financial Officer) 

(iii) /s/ WILLIAM E. CURRENS JR. 

William E. Currens Jr. 
Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer) 

(iv) Directors: 

/sf DOUGLAS F ESAMANN 
Douglas F Esamann 

is/ LYNN J. GOOD 
Lynn J. Good 

/s/ DHIAA M. JAMIL 

Dhiaa M. Jamil 

is/ JULIAS. JANSON 

Julia S. Janson 

/s/ LLOYD M. YATES 

Lloyd M. Yates 

Date: February 24, 2017 
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Pursuant to the requirements of Section 13or15(d) 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 24, 2017 

DUKE ENERGY FLORIDA, LLC 
(Registrant) 

By, ----~/s~/_LY_NN_J._G_OO_D ____ _ 
Lynn J. Good 

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. 

(i) /s/ LYNN J. GOOD 

Lynn J. Good 
Chief Executive Officer (Principal Executive Officer) 

(ii) /s/ STEVEN K. YOUNG 

Steven K. Young 
Executive Vice President and Chief Financial Officer (Principal Financial Officer) 

(iii) /s/ WILLIAM E. CURRENS JR. 

William E. Currens Jr. 
Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer) 

(iv) Directors, 

/s/ DOUGLAS F ESAMANN 

Douglas F Esamann 

/s/ LYNN J. GOOD 

Lynn J. Good 

/s/ DHIAA M. JAMIL 

Dhiaa M. Jamil 

/s/ JULIAS. JANSON 

Julia S. Janson 

/s/ LLOYD M. YATES 

Lloyd M. Yates 

Date, February 24, 2017 
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Pursuant to the requirements of Section 13 or 15(d) 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 24, 2017 

DUKE ENERGY OHIO, INC. 
(Registrant) 

By, ----~l~sl_LY_NN~J_. G~O~OD ____ _ 
Lynn J. Good 

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. 

(i) Isl LYNN J. GOOD 

Lynn J. Good 
Chief Executive Officer (Principal Executive Officer) 

(ii) Isl STEVEN K. YOUNG 

Steven K. Young 
Executive Vice President and Chief Financial Officer (Principal Financial Officer) 

(iii) Isl WILLIAM E. CURRENS JR. 

William E. Currens Jr. 
Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer) 

(iv) Directors, 

Isl DOUGLAS F ESAMANN 

Douglas F Esamann 

Isl LYNN J. GOOD 
Lynn J. Good 

Isl DHIAA M. JAMIL 

Dhiaa M. Jamil 

Date, February 24, 2Dl7 
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Pursuant to the requirements of Section 13 or 15(d) 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 24, 2017 

DUKE ENERGY INDIANA, LLC 
(Registrant) 

By: -----'-1-""sl-"LY"-N"-N "-J "'GO'-'O"-D ____ _ 
Lynn J Good 

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. 

(i) Isl LYNN J. GOOD 

Lynn J. Good 
Chief Executive Officer (Principal Executive Officer) 

(ii) Isl STEVEN K. YOUNG 

Steven K. Young 
Executive Vice President and Chief Financial Officer (Principal Financial Officer) 

(iii) Isl WILLIAM E. CURRENS JR. 
William E. Currens Jr. 

Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer) 

(iv) Directors: 

Isl MELODY BIRMINGHAM-BYRD 

Melody Birmingham-Byrd 

Isl DOUGLAS F ESAMANN 

Douglas F Esamann 

Isl KELLEY A. KARN 

Kelley A. Karn 

Date: February 24, 2017 
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Exhibits filed herewithin are designated by an asterisk(*). All exhibits not so designated are incorporated by reference to a prior filing, as indicated. Items 
constituting management contracts or compensatory plans or arrangements are designated by a double asterisk(**). The Company agrees to furnish upon request to the 
Commission a copy of any omitted schedules or exhibits upon request on all items designated by a triple asterisk(***). 

Duke Duke Duke Duke Duke 
Exhibit Duke Energy Progress Energy Energy Energy Energy 
Number Energy Carolinas Energy Progress Florida Ohio Indiana 

2.1 Agreement and Plan of Merger between Dllke Energy Corporation, Diamond x 
Acquisition Corporation and Progress Energy, !nc., dated as of January 8, 2011 
{incorporated by reference to Exhibit 2.1 to Duke Energy Corporation's Current 
Report on Form 8-K filed on Janua~ 11, 2011, File No. 1-328531. 

2.2 Agreement and Plan of Merger between Piedmont Natural Gas Company, Duke x 
Energy Corporation and Forest Subsidiary, Inc. {incorporated by reference to 
Exhibit 2.1 to Duke Energy Corporation's Current Report on Form 8·K filed on 
October 26, 2015, File No.1-32853). 

3.1 Amended and Restated Certificate of Incorporation (incorporated by reference x 
to Exhibit 3.1 to Duke Energy Corporation's Current Report on Form 8-K filed on 
May 20, 2014, File No.1-328531. 

3.2 Amended and Restated By-Laws of Duke Energy Corporation (incorporated x 
by reference to Exhibit 3.1 to Duke Energy Corporation's Current Report on 
Form 8-K filed on Janua~ 4, 2016, File No. 1-32853). 

3.3 Articles of Organization including Articles of Conversion (incorporated by refer- x 
ence to Exhibit 3.1 to Duke Energy Carolinas, LLC's Current Report on Form 8-K 
filed on April 7, 2006, File No.1-49281. 

3.3.1 Amended Articles of Organization, effective October 1, 2DD6 (incorporated by x 
reference to Exhibit 3.1 to Duke Energy Carolinas, LLC's Quarterly Report on 
Form 10-Q for the quarterended September 30, 2006 filed on November 13, 
2006, File No. 1-49281. 

3.4 Amended Articles of Consolidation of Duke Energy Ohio, Inc. (formerly The x 
Cincinnati Gas & Electric Company), effective October 23, 1996 (incorporated 
by reference to Exhibit 3(a) to registrant's Quarterly Report on Form lD-Q 
for the quarter ended September 30, 1996 filed on November 13, 1996, 
File No.1-1232). 

3.4.1 Amended Articles of Consolidation, effective October 1, 2DD6 (incorporated by x 
reference to Exhibit 3.1 to Duke Energy Ohio, lnc.'s (formerly The Cincinnati 
Gas & Electric Company) Quarterly Report on Form lD-Q for the quarter ended 
September 30, 2006 filed on November 17, 2006, File No. 1-1232). 

3.5 Certificate of Conversion of Duke Energy Indiana, LLC (incorporated by reference x 
to Exhibit 3.1 to registrant's Current Report on Form 8-K filed on January 4, 
2016, File No.1-3543). 

3.5.1 Articles of Entity Conversion of Duke Energy Indiana, LLC (incorporated by refer- x 
ence to Exhibit 3.2 to registrant's Current Report on Form 8-K filed on January 4, 
2016, file No.1-3543). 

3.5.2 Plan of Entity Conversion of Duke Energy Indiana, LLC (incorporated by reference x 
to Exhibit 3.3 to registrant's Current Report on Form 8-K filed on January 4, 
2016, File No.1-3543). 

3.5.3 Articles of Organization of Duke Energy Indiana, LLC (incorporated by reference x 
to Exhibit 3.4 to registrant's Current Report on Form 8-K filed on January 4, 
2016, File No.1-3543). 

3.5.4 Limited Liability Company Operating Agreement of Duke Energy Indiana, LLC x 
(incorporated by reference to Exhibit 3.5 to registrant's Current Report on Form 
8-K filed on Janua~ 4, 2016, File No. 1-3543). 
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Exhibit 
Number 

Duke 
Duke Energy 

Energy Carolinas 

3.6 Limited liability Company Operating Agreement of Duke Energy Carolinas, LLC X 
(incorporated by reference to Exhibit 3.2 to registrant's Current Report on 
Form 8-K filed on April 7, 2006, File No. 1-4928). 

Progress 
Energy 

Duke 
Energy 

Progress 

Duke 
Energy 
Florida 

Duke 
Energy 

Ohio 

3.7 Regulations of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric X 
Company), effective July 23, 2003 (incorporated by reference to Exhibit 3.2 to 
registrant's Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 
filed on August 13, 2003, File No.1-1232). 

3.8 Articles of Organization including Articles of Conversion for Duke Energy X 
Progress, LLC (incorporated by reference to Exhibit 3.1 to registrant's Current 
Report on Form 8-K filed on August 4, 2015, File No. 1-3382). 

3.8.l Plan of Conversion of Duke Energy Progress, Inc. (incorporated by reference to X 
Exhibit 3.2 to registrant's Current Report on Form 8-K filed on August 4, 2015, 
File No.1-3382). 

3.8.2 limited liability Company Operating Agreement of Duke Energy Progress, LLC X 
(incorporated by reference to Exhibit 3.3 to registrant's Current Report on 
Form 8-K filed on August 4, 2015, File No. 1-3382). 

3.9 Amended and Restated Articles of Incorporation of Progress Energy, Inc. X 
(formerly CP&L Energy, Inc.), effective June 15, 2000 (incorporated by reference 
to Exhibit 3(a){l) to registrant's Quarterly Report on Form 10-Q for the quarter 
ended June 30, 2000 filed on August 14, 2000, Flle No.1-3382). 

3.9.l Articles of Amendment to the Amended and Restated Articles of Incorporation of X 
Progress Energy, lnc. (formerly CP&L Energy, Inc.), effective December 4, 2000 
(incorporated by reference to Exhibit 3(b)(l) to registrant's Annual Report on 
Form 10-K for the year ended December 31, 2001 filed on March 28, 2002, 
File No.1-3382). 

3.9.2 Articles of Amendment to the Amended and Restated Articles of Incorporation X 
of Progress Energy, Inc. (formerly CP&L Energy, Inc.), effective May 10, 2006 
(incorporated by reference to Exhibit 3(a) to registrant's Quarterly Report on 
Form 10-Q for the quarter ended June 30, 2006 filed on August 9, 2006, 
File No.1-15929). 

3.9.3 By-l>ws of Progress Energy, Inc. (formerly CP&L Energy, Inc.), effective May 10, X 
2006 (incorporated by reference to Exhibit 3(b) to registrant's Quarterly Report 
on Form 10-Q for the quarter ended June 30, 2006 filed on August 9, 2006, 
File No. 1-15929). 

4.1 Articles of Conversion for Duke Energy Florida, LiC (incorporated by reference to X 
Exhibit 3.4 to registrant's Current Report on Form 8-K filed on August 4, 2015, 
File No. 1-327 4). 

4.1.l Articles of Organization for Duke Energy Florida, LLC (incorporated by reference X 
to Exhibit 3.5 to registrant's Current Report on Form 8-K filed on August 4, 
2015, File No.1-3274). 

4.1.2 Plan of Conversion of Duke Energy Florida, Inc. (incorporated by reference to X 
Exhibit 3.6 to registrant's Current Report on Form 8-K filed on August 4, 2015, 
File No. 1-327 4). 

4.1.3 Limited Liability Company Operating Agreement of Duke Energy Florida, LLC X 
(incorporated by reference to Exhibit 3. 7 to registrant's Current Report on 
Form 8-K filed on August 4, 2015, File No. 1-3274). 

4.2 Indenture between Duke Energy Corporation and The Bank of New York Mellon X 
Trust Company, N.A., as Trustee, dated as of June 3, 2008 (incorporated by 
reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
Form 8-K filed on June 16, 2008, file No.1-32853). 

4.2.l First Supplemental Indenture, dated as of June 16, 2008 (incorporated by reference X 
to Exhibit 4.2 to Duke Energy Corporation's Current Report on Form 8-K filed on 
June 16, 2008, File No.1-32853). 
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Exhibit 
Number 

4.2.2 

4.2.3 

4.2.4 

4.2.5 

4.2.6 

4.2.7 

4.2.8 

4.2.9 

4.2.10 

4.2.11 

4.2.12 

4.2.13 

4.2.14 

4.3 

4.3.l 

4.3.2 

Second Supplemental Indenture, dated as of Janual)' 26, 2009 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
form 8-K filed on Janua~ 26, 2009, Rle No. l-32853). 

Third Supplemental Indenture, dated as of August 28, 2009 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
Form 8-K filed on August 28, 2009, file No.1-328531. 

fourth Supplemental Indenture, dated as of March 25, 2010 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
form 8-K filed on March 25, 2010, file No.1-328531. 

fifth Supplemental Indenture, dated as of August 25, 2011 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
form 8-K filed on August 25, 2011, file No. 1-328531. 

Sixth Supplemental Indenture, dated as of November 17, 2011 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
form 8-Kfiled on November 17, 2011, file No.1-32853). 

Seventh Supplemental Indenture, dated as of August 16, 2012 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
form 8-K filed on August 16, 2012, file No. 1-32853). 

Eighth Supplemental Indenture, dated as of Janua~ 14, 2013 {incorporated 
by reference to Exhibit 2 to Duke Energy Corporation's Form 8-A filed on 
Janua~ 14, 2013, file No.1-32853). 

Ninth Supplemental Indenture, dated as of June 13, 2013 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
farm 8-K filed on June 13, 2013, file No. 1-328531. 

Tenth Supplemental Indenture, dated as of October 11, 2013 {incorporated by 
reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on 
Form 8-K filed on October 11, 2013, File No.1-32853). 

Eleventh Supplemental Indenture, dated as of April 4, 2014 {incorporated by 
reference to Exhibit 4.1 to Duke Energy Corporation's Current Report on Form 
8-K filed on April 4, 2014, File No.1-328531. 

Twelfth Supplemental Indenture, dated as of November 19, 2015 (incorporated 
by reference to Exhibit 4.2 to Duke Energy Corporation's Current Report on Form 
8-K filed on November 19, 2015, file No.1-32853). 

Thirteenth Supplemental Indenture, dated as of April 18, 2016, to the indenture 
dated as of June 3, 2008, between Duke Energy Corporation and The Bank of 
New York Mellon Trust Company, N.A., as Trustee (incorporated by reference to 
Exhibit 4.1 to Duke Energy Corporation's Quarterly Report on Form 10-Q for the 
quarter ended March 31, 2016 filed on May 5, 2016, file No. 1-328531. 

fourteenth Supplemental Indenture, dated as of August 12, 2016 {incorporated 
by reference to Exhibit 4.1 to registrant's Current Report on Form 8-K filed on 
August 12, 2016, file No.1-328531. 

Senior Indenture between Duke Energy Carolinas, LLC 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 1, 
1998 (incorporated by reference to Exhibit 4-0-1 to registrant's Post-Effective 
Amendment No. 2 to Registration Statement on Form S-3 filed on April 7, 1999, 
file No. 333-142091. 

fifteenth Supplemental Indenture, dated as of April 3, 2006 {incorporated by 
reference to Exhibit 4.4.1 to registrant's Registration Statement on Form S-3 
filed on October 3, 2007, file No. 333-146483-031. 

Sixteenth Supplemental Indenture, dated as of June 5, 2007 (incorporated by 
reference to Exhibit 4.1 registrant's Current Report on Form 8-K filed on June 6, 
2007, file No.1-49281. 
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PART IV 

Exhibit 
Number 

4.4 

4.4.1 

4.4.2 

4.4.3 

4.4.4 

4.4.5 

4.4.6 

4.4.7 

4.4.8 

4.4.9 

4.4.10 

4.4.11 

4.4.12 

4.4.13 

4.4.14 

4.4.15 

First and Refunding Mortgage from Duke Energy Carolinas, LLC to The Bank 
of New York Mellon Trust Company, N.A., successor trustee to Guaranty Trust 
Company of New York, dated as of December I, 1927 {incorporated by 
reference to Exhibit 7{a) to registrant's Form S· 1, effective October 15, 1947, 
File No. 2·7224). 

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 (incorporated by reference to Exhibit 4.6.l to registrant's Registration 
Statement on Form S·3 filed on October 3, 2007, File No. 333· 146483). 

Ninth Supplemental Indenture, dated as of February 1, 1949 (incorporated 
by reference to Exhibit 7ij) to registrant's Form S·l filed on Februa~ 3, 1949, 
File No. 2·7808). 

Twentieth Supplemental Indenture, dated as of June 15, 1964 {incorporated by 
reference to Exhibit 4-B-20 to registrant's Form S-1 filed on August 23, 1966, 
File No. 2-25367). 

Twenty·third Supplemental Indenture, dated as of Februa~ 1, 1968 
(incorporated by reference to Exhibit 2-8-26 ta registrant's Form S-9 filed 
on Janua~ 21, 1969, File No. 2-31304). 

Sixtieth Supplemental Indenture, dated as of March 1, 1990 {incorporated by 
reference to Exhibit 4-8-61 to registrant's Annual Report on Form 10-K for the 
year ended December 31, 1990, File No.J.4928). 

Sixty-third Supplemental Indenture, dated as of July 1, 1991 {incorporated by 
reference to Exhibit 4-8-64 to registrant's Registration Statement on Form S-3 
filed on Februa~ 13, 1992, File No. 33-45501). 

Eighty.fourth Supplemental Indenture, dated as of March 20, 2006 
{incorporated by reference to Exhibit 4.6.9 to registrant's Registration Statement 
on Form S-3 filed on October 3, 2007, File No. 333-146483-D3). 

Eighty.fifth Supplemental Indenture, dated as of Janua~ 10, 2008 {incorporated 
by reference to Exhibit 4.1 to Ouke Energy Carolinas, LLC's Current Report on 
Form 8·K filed on Janua~ 11, 2008, File No.1-4928). 

Eighty-seventh Supplemental Indenture, dated as of April 14, 2008 
{incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's 
Current Report on Form 8·K filed on Aprtl 15, 2008, File No. l ·4928). 

Eighty-eighth Supplemental Indenture, dated as of November 17, 2D08 
(incorporated by reference to Exhibit 4.1 to Ouke Energy Carolinas, LLC's 
Current Report on Form 8-K filed on November 20, 2008, File No.1-4928). 

Ninetieth Supplemental Indenture, dated as of November 19, 2009 
(incorporated by reference to Exhibit 4.1 to Ouke Energy Carolinas, LLC's 
Current Report on Form 8-K filed on November 19, 2009, File No.1-4928). 

Ninety-first Supplemental Indenture, dated as of June 7, 2010 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's Current Report on 
Form 8·K filed on June 7, 2010, File No.1 ·4928). 

Ninety-third Supplemental Indenture, dated as of May 19, 2011 {incorporated 
by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's Current Report on 
Form 8·K filed on May 19, 2011, File No.1-4928). 

Ninety-fourth Supplemental Indenture, dated as of December 8, 2011 
(incorporated by reference to Exhibit 4.1 to Ouke Energy Carolinas, LLC's 
Current Report on Form 8·K filed on December 8, 2011, File No.1-4928). 

Ninety·fifth Supplemental Indenture, dated as of September 21, 2012 
(incorporated by reference to Exhibit 4.1 to Ouke Energy Garolinas, LLC's 
Current Report on Form 8·K filed on September 21, 2012, File No.1-4928). 
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Exhibit 
Number 

4.4.16 

4.4.17 

4.4.18 

4.5 

4.5.l 

4.5.2 

4.5.3 

4.5.4 

4.5.5 

4.5.6 

Ninety-si~h Supplemental Indenture, dated as of March 12, 2015, between 
Duke Energy Carolinas, LLC and The Bank of New York Mellon Trust Company, 
N.A., as Trustee (incorporated by reference to Exhibit 4.1 to Duke Energy 
Carolinas, LLC's Current Report on Form 8-K filed on March 12, 2015, 
File No. 1-4928). 

Ninety-seventh Supplemental Indenture, dated as of March 11, 2016 
(incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's 
Current Report on Form 8-K filed on March 11, 2016, File No. 1-4928). 

Ninety-eighth Supplemental Indenture, dated as of November 17, 2016 
(incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's 
Current Report on Form 8-K filed on November 17, 2016, File No. 1-4928). 

Mortgage and Deed of Trust between Duke Energy Progress, Inc. (formerly 
Carolina Power & Light Company} and The Bank of New York Mellon (formerly 
Irving Trust Company) and Frederick G. Herbst CTina D. Gonzalez, successor), 
as Trustees, dated as of May l, 1940. 

First through Fifth Supplemental Indentures thereto (Exhibit 2(b), File No. 
2-64189); the Sixth through Sixty-sixth Supplemental Indentures (Exhibit 2(b)-5, 
File No. 2-16210; Exhibit 2(b)-6, File No. 2-16210; Exhibit 4(b)-8, file No. 
2-19118; Exhibit 4(b)-2, File No. 2-22439; Exhibit 4(b)-2, File No. 2-24624; 
Exhibit 2(c), file No. 2-27297; Exhibit 2(c), File No. 2-30172; Exhibit 2(c), 
File No. 2-35694; Exhibit 2(c), file No. 2-37505; Exhibit 2(c), File No. 2-39002; 
Exhibit 2(c), File No. 2-41738; Exhibit 2(c), File No. 2-43439; Exhibit 2(c), 
File No. 2-47751; Exhibit 2(c), File No. 2-49347; Exhibit 2(c), File No. 2-53113; 
Exhibit 2(d), file No. 2-53113; Exhibit 2(c), File No. 2-59511; Exhibit 2(c), 
File No. 2-61611; Exhibit 2(d), File No. 2-64189; Exhibit 2(c), File No. 2-65514; 
Exhibits 2(c) and 2(d), File No. 2-66851; Exhibits 4(b)-1, 4(b)-2, and 4(b)-3, 
File No. 2-81299; Exhibits 4(c)-1through4(c)-8, File No. 2-95505; Exhibits 
4(b) through 4(h), File No. 33-25560; Exhibits 4(b) and 4(c), File No. 33-33431; 
Exhibits 4(b) and 4(c), File No. 33-38298; Exhibits 4(h) and 4(i), File No. 
33-42869; Exhibits 4(e)-(g), file No. 33-48607; Exhibits 4(e) and 4(0, 
File No. 33-55060; Exhibits 4(e) and 4(0, File No. 33-60014; Exhibits 4(a) and 
4(b) to Post-Effective Amendment No. 1, File No. 33-38349; Exhibit 4(e), 
File No. 33-50597; Exhibit 4(e) and 4(0 to Registration Statement on Fann S-3, 
File No. 33-57835, filed on February 24, 1995; Exhibit to the Current Report on 
form 8-K filed on August 28, 1997, File No. 1-3382; Exhibit 4(b) to Registration 
Statement on Form S-3, File No. 333-69237, filed on December 18, 1998; and 
Exhibit 4(c) to the Current Report on Fonn 8-K filed on March 19, 1999, 
File No. 1-3382). 

Seventy-second Supplemental Indenture, dated as of September 1, 20D3 
(incorporated by reference to Exhibit 4 to Duke Energy Progress, lnc.'s (formerly 
Carolina Power & Light Company (d/b/a Progress Energy Carolinas, Inc.)) 
Current Report on Form 8-K filed on September 12, 2003, File No. 1-3382). 

Seventy-third Supplemental Indenture, dated as of March l, 2005 (incorporated 
by reference to Exhibit 4 to Duke Energy Progress, Inc. 's (formerly Carolina 
Power & Light Company (d/b/a Progress Energy Carolinas, lnc.)) Current Report 
on Form 8-K filed on March 22, 2005, File No. 1-3382). 

Seventy-fourth Supplemental Indenture, dated as of November l, 2005 
(incorporated by reference to Exhibit 4 to Duke Energy Progress, lnc.'s (formerly 
Carolina Power & Light Company (d/b/a Progress Energy Carolinas, !nc.)) 
Current Report on Fonn 8-K filed on November 30, 2005, file No. 1-3382). 

Seventy-fifth Supplemental Indenture, dated as of March 1, 2008 (incorporated 
by reference to Exhibit 4 to Duke Energy Progress, lnc.'s (formerly Carolina 
Power & Light Company (d/b/a Progress Energy Carolinas, Inc.)) Current Report 
on Form 8-K filed on March 13, 2008, File No. 1-3382). 

Seventy-sixth Supplemental Indenture, dated as of January 1, 2009 
(incorporated by reference to Exhibit 4 to Duke Energy Progress, lnc.'s (formerly 
Carolina Power & light Company (d/b/a Progress Energy Carolinas, Inc.)) 
Current Report on Form 8-K filed on January 15, 2009, File No. 1-3382). 
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Exhibit 
Number 

4.5.7 

4.5.8 

4.5.9 

4.5.10 

4.5.11 

4.5.12 

4.5.13 

4.5.14 

4.6 

4.8 

4.8.l 

4.8.2 

Seventy-seventh Supplemental Indenture, dated as of June 18, 2009 
(incorporated by reference to Exhibit 4 to Duke Energy Progress, lnc.'s (formerly 
Carolina Power & Light Company (d/b/a Progress Energy Carolinas, Inc.)} 
Current Report on Form 8-K filed on June 23, 2009, File No. 1-3382). 

Seventy-eighth Supplemental Indenture, dated as of September 1, 2011 
(incorporated by reference to Exhibit 4 to Duke Energy Progress, lnc.'s (formerly 
Carolina Power & Light Company (d/b/a Progress Energy Carolinas, Inc.)) 
Current Report on Form 8-K filed on September 15, 2011, Flle No.1-3382). 

Seventy-ninth Supplemental Indenture, dated as of May 1, 2012 (incorporated 
by reference to Exhibit 4 to Duke Energy Progress, lnc.'s (formerly Carolina 
Power & Light Company (d/b/a Progress Energy Carolinas, Inc.)) Current Report 
on Form 8-K filed on May 18, 2012, File No. 1-3382). 

Eightieth Supplemental Indenture, dated as of March 1, 2013 (incorporated by 
reference to Exhibit 4.1 to Duke Energy Progress, lnc.'s (formerly Carolina Power 
& light Company (d/b/a Progress Energy Carolinas, Inc.)) Current Report on 
Form 8-K filed on March 12, 2013, File No. l-3382). 

Eighty-second Supplemental Indenture, dated as of March 1, 2D14, between the 
Company and The Bank of New York Mellon (formerly Irving Trust Company) and 
Tina D. Gonzalez (successor to Frederick G. Herbst) and forms of global notes 
(incorporated by reference to Exhibit 4.1 to Duke Energy Progress, lnc.'s Current 
Report on Form 8-K filed on March 6, 2014, File No. 1-3382). 

Eighty-third Supplemental Indenture, dated as of November l, 2014, belween 
the Company and The Bank of New York Mellon lformeny Irving Trust Company) 
and Tina D. Gonzalez (successor to Frederick G. Herbst) and forms of global 
notes (incorporated by reference to Exhibit 4.1 to Duke Energy Progress, lnc.'s 
Current Report on Form 8-K filed on November 20, 2014, File No. 1-3382). 

Eighty-fifth Supplemental Indenture, dated as of August 1, 2015 (incorporated 
by reference to Exhibit 4.1 to Duke Energy Progress, LLC's Current Report on 
Form 8-K filed on August 13, 2015, File No. 1-3382). 

Eighty-sixth Supplemental Indenture, dated as of September 1, 2016 
(incorporated by reference to Exhibit 4.1 to registrant's Current Report on 
Form 8-Kfiled on September 16, 2016, File No. l-15929). 

Indenture (for Debt Securities) between Duke Energy Progress, Inc. (formerly 
Carolina Power & Light Company} and The Bank of New York Mellon (successor 
in interest to The Chase Manhattan Bank}, as Trustee (incorporated by reference 
to Exhibit 4(a) to registrant's Current Report on Form 8-K filed on November 5, 
1999, Flle No.1-3382). 

Indenture (for [Subordinated] Debt Securities} (open ended) (incorporated by 
reference to Exhibit 4(a)(2} to Duke Energy Progress, lnc.'s (formerly Carolina 
Power & Light Company (d/b/a Progress Energy Carolinas, Inc.}) Registration 
Statement on Form S-3 filed on November 18, 2008, File No. 333-155418). 

Indenture (for First Mortgage Bonds) between Duke Energy Florida, Inc. 
(formerly Florida Power Corporation) and The Bank of New York Mellon 
(as successor to Guaranty Trust Company of New York and The Florida National 
Bank of Jacksonville), as Trustee, dated as of January 1, 1944 (incorporated 
by reference to Exhibit B-18 to re~strant's Form A-2, File No. 2-5293). 

Seventh Supplemental Indenture (incorporated by reference to Exhibit 4(b} to 
Duke Energy Florida, lnc.'s (formerly Florida Power Corporation) Registration 
Statement on Fonn S-3 filed on September 27, 1991, File No. 33-16788). 

Eighth Supplemental Indenture (incorporated by reference to Exhibtt 4(c) to 
Duke Energy Florida, lnc.'s (formerly Florida Power Corporation) Registration 
Statement on Form S-3 filed on September 27, 1991, File No. 33-16788). 
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PART IV 

Exhibit 
Number 

4.8.3 

4.8.4 

4.8.5 

4.8.6 

4.8.7 

4.8.8 

4.8.9 

4.8.lD 

4.8.11 

4.8.11 

4.8.13 

4.8.14 

4.8.15 

Sixteenth Supplemental Indenture (incorporated by reference to Exhibtt 4ldl to 
Duke Energy Florida, lnc.'s (formerly Florida Power Corporation) Registration 
Statement on Form S-3 filed on September 17, 1991, File No. 33-16788). 

Twenty-ninth Supplemental Indenture (incorporated by reference to Exhibit 4(c) 
to Duke Energy Florida, Inc. 's (formerly Florida Power Corporation) Registration 
Statement on Form S-3 filed on September 17, 1981, File No.1-79831). 

Thirty-eighth Supplemental Indenture, dated as of July 15, 1994 (incorporated 
by reference to exhibit 4(0 to Duke Energy Florida, Jnc.'s (formerly Florida Power 
Corporation) Registration Statement on Form S-3 filed on August 19, 1994, File 
No. 33-55173). 

Forty-first Supplemental Indenture, dated as of Februal)' 1, 1DD3 !incorporated 
by reference to Exhibit 4 to Duke Energy Florida, lnc.'s (formerly Duke Energy 
Florida Power Corporation {d/b/a Progress Energy Florida, Inc.)) Current Report 
on form 8-K filed on februal)' 11, 1DD3, Rle No.1-3174). 

Forty-second Supplemental Indenture, dated as of April I, 2003 (incorporated 
by reference to Exhibit 4 to Duke Energy Florida, lnc.'s (formerly Florida 
Power Corporation {d/b/a Progress Energy Florida, Inc.)) Quarterly Report on 
form 10-Q for the quarter ended June 3D, 2DD3 filed on August 11, 1DD3, 
file No. 1-3174). 

Forty-third Supplemental Indenture, dated as of November 1, 10D3 
{incorporated by reference to Exhibit 4 to Duke Energy Florida, lnc.'s {formerly 
Florida Power Corporation {d/b/a Progress Energy Florida, Inc.)) Current Report 
on Form 8-K filed on November 11, 1DD3, File No.1-3274). 

Forty-fourth Supplemental Indenture, dated as of August 1, 1004 (incorporated 
by reference to Exhibit 4{m) to Duke Energy Florida, lnc.'s (formerly Florida 
Power Corporation (d/b/a Progress Energy Florida, lnc.)) Annual Report on 
form lD-K for tile year ended December 31, 1D04 filed on March 16, 20D5, 
file No.1-3174). 

forty-sixth Supplemental Indenture, dated as of September 1, 1DD7 
(incorporated by reference to Exhibit 4 to Ouke Energy Florida, lnc.'s (formerly 
Florida Power Corporation {d/b/a Progress Energy Florida, Inc.)) Current Report 
on form 8-K filed on September 19, 1DD7, File No.1-3174). 

Forty-seventh Supplemental Indenture, dated as of December 1, 1DD7 
{incorporated by reference to Exhibit 4 to Duke Energy Florida, lnc.'s (formerly 
Florida Power Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report 
on Form 8-K filed on December 13, 1DD7, file No. 1-3174). 

forty-eighth Supplemental Indenture, dated as of June l, 10D8 (incorporated 
by reference to Exhibit 4 to Duke Energy Florida, lnc.'s (formerly Florida Power 
Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report on Form 8-K 
filed on June 18, 1DD8, File No.1-3174). 

Forty-ninth Supplemental Indenture, dated as of March I, 2010 (incorporated 
by reference to Exhibit 4 to Duke Energy Florida, lnc.'s (formerly Florida Power 
Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report on Form 8-K 
filed on Ma~h 15, 1Dl0, File No.1-3174). 

fittieth Supplemental Indenture, dated as of August 11, 1Dll lincorporated 
by reference to Exhibit 4 to Duke Energy Florida, lnc.'s (formerly Florida Power 
Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report on Form 8-K 
filed on August 18, 1011, File No.1-3174). 

fifty-first Supplemental lndenlure, dated as of November l, 1Dl1 (incorporated 
by reference to Exhibit 4.1 to Duke Energy Florida, lnc.'s (formerly Florida Power 
Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report on Form 8-K 
filed on November 1D, 1Dl1, File No.1-3174). 
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Exhibit 
Number 

4.8.16 

4.9 

4.10 

4.11 

4.lU 

4.11.2 

4.12 

4.12.1 

4.12.2 

4.12.3 

4.13 

4.13.l 

4.13.2 

Fifty-third Supplemental Indenture, dated as of September 1, 2016 
(incorporated by reference to Exhibit 4.1 to registrant's Curre11t Report on Form 
8-K filed on September 9, 2016, File No. 1-03274). 

Indenture (for Debt Securities) between Duke Energy Florida, Inc. (formerly 
Florida Power Corporation (d/b/a Progress Energy Flonda, Inc.}) and The Bank of 
New York Mellon Trust Company, National Association {successor in interest to 
J.P. Morgan Trust Company, National Association), as Trustee, dated as of 
December 7, 2005 {incorporated by reference to Exhibit 4(a) to registrant's 
Current Report on Form 8-K filed on December 13, 2005, File No. 1-3274). 

Indenture (for [Subordinated] Debt Securities) (open ended) (incorporated by 
reference to Exhibit 4(a)(2) Duke Energy Flonda, lnc.'s (formerly Flonda Power 
Corporation (d/b/a Progress Energy Florida, Inc.)) Registration Statement on 
Form S-3 filed on November 18, 2008, File No. 333-155418). 

Original Indenture (Unsecured Debt Securities) between Duke Energy Ohio, Inc. 
(formerly The Cincinnati Gas & Electric Company) and The Bank of New York 
Mellon Trust Company, N.A., as Successar Trustee, dated as of May 15, 1995 
(incorporated by reference to Exhibit 3 to registrant's Form 8-A filed on July 27, 
1995, File No.1-1232). 

First Supplemental Indenture, dated as of June 1, 1995 !incorporated by 
reference to Exhibit 4 B to Duke Energy Ohio, lnc.'s (formerly The Cincinnati Gas 
& Electric Company) Quarterly Report on Form 10-Q for the quarter ended 
June 30, 1995 filed on August 11, 1995, File No.1-12321. 

Seventh Supplemental Indenture, dated as of June 15, 2003 (incoq>Jrated by 
reference to Exhibit 4.1 to Duke Energy Ohio, lnc.'s (formerly The Cincinnati Gas 
& Electric Company) Quarterly Report on Form 10-Q for the quarter ended 
June 30, 2003 filed on August 13, 2003, File No.1-1232). 

Original Indenture (First Mortgage Bonds) between Duke Energy Ohio, Inc. 
(formerly The Cincinnati Gas & Electric Company) and The Bank of New York 
Mellon Trust Company, N.A., as Successor Trustee, dated as of August 1, 1936 
(incorporated by reference to an exhibit to registrant's Registration Statement 
No. 2-2374). 

Fortieth Supplemental Indenture, dated as of March 23, 2009 (incorporated by 
reference to Exhibit 4.1 to Duke Energy Ohio, lnc.'s (formerly The Cincinnati Gas 
& Electric Company) Current Report on Form 8-K filed on March 24, 2009, 
File No.1-1232). 

Forty-second Supplemental Indenture, dated as of September 6, 2013 
(incorporated by reference to Exhibit 4.1 to Duke Energy Ohio, lnc.'s (formerly 
The Cincinnati Gas & Electric Company) Current Report on Form 8-K filed on 
September 6, 2013, File No. 1-1232). 

Forty-fourth Supplemental Indenture, dated as of June 23, 2016 (incorporated 
by reference to Exhibit 4.1 registrant's Current Report on Form 8-K filed on 
June 23, 2016, File No.1-1232). 

Indenture between Duke Energy Indiana, LLC (formerly PSI Energy, Inc.) and The 
Bank of New York Mellon Trust Company, N.A., as Successor Trustee, dated as 
of November 15, 1996 (incorporated by reference to Exhibit 4(v) to registrant's 
Annual Report on Form 10-K for the year ended December 31, 1996 filed on 
March 27, 1997, File No.1-3543). 

Third Supplemental Indenture, dated as of March 15, 1998 (incorporated by 
reference to Exhibit 4 to Duke Energy Indiana, LLC's (formerly PSI Energy, Inc.} 
Annual Report on Form 10-K for the year ended December 31, 1997 filed on 
March 27, 1998, File No. 1-3543). 

Eighth Supplemental Indenture, dated as of September 23, 2003 (incorporated 
by reference to Exhibit 4.2 to Duke Energy Indiana, LLC's (formerly PSI Energy, 
Inc.) Quarterly Report on Form 10-Q for the quarter ended September 30, 2003 
filed on November 13, 2003, File No.1-3543). 
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Exhibit 
Number 

4.13.3 Ninth Supplemental Indenture, dated as of October 21, 2005 (incorporated by 
reference to Exhibit 4. 7.3 to Duke Energy Indiana, LLC's (formerly PSI Energy, 
Inc.) Registration Statement on Form S-3 filed on September 29, 2010, 
File No. 333-169633). 

4.13.4 Tenth Supplemental Indenture, dated as of June 9, 2006 !incorporated by 
reference to Exhibit 4.1 to Duke Energy Indiana, LLC's (formerly PSI Energy, Inc.) 
Current Report on Form 8-K filed on June 15, 2006, File No. 1-3543). 

4.14 Original Indenture (First Mortgage Bonds) between Duke Energy Indiana, LLC 
(formerly PSI Energy, Inc.) and Deutsche Bank National Trust Company, as 
Successor Trustee, dated as of September 1, 1939 (filed as an exhibit in 
File No. 70-258). 

4.14.1 Tenth Supplemental Indenture, dated as of July 1, 1952 (filed as an exhibit in 
File No. 2-9687). 

4.14.2 Twenty-third Supplemental Indenture, dated as of Janua~ 1, 1977 (filed as an 
exhibit in File No. 2-57828). 

4.14.3 Twenty-fifth Supplemental Indenture, dated as of September 1, 1978 (filed as 
an exhibit in File No. 2-62543). 

4.14.4 Twenty-sixth Supplemental Indenture, dated as of September 1, 1978 (filed as 
an exhibit in File No. 2-62543). 

4.14.5 Thirtieth Supplemental Indenture, dated as of August 1, 1980 (filed as an 
exhibit in File No. 2-68562). 

4.14.6 Thirty-fifth Supplemental Indenture, dated as of March 30, 1984 (filed as 
an eKhibitto registrant's Annual Report on Form 10-K for the year ended 
December31, 1984, File No. 1-3543). 

4.14.7 Forty-sixth Supplemental Indenture, dated as of June 1, 1990 (filed as an 
eKhibit to registrant's Annual Report on Form 10-K for the year ended 
December 31, 1991, File No. 1-3543). 

4.14.8 Forty-seventh Supplemental Indenture, dated as of July 15, 1991 (filed as 
an exhibit to registrant's Annual Report on Form 10-K for the year ended 
December 31, 1991, File No. 1-3543). 

4.14.9 Forty-eighth Supplemental Indenture, dated as of July 15, 1992 (filed as an 
exhibit to registrant's Annual Report on Form 10-K for the year ended 
December 31, 1992, File No. 1-3543). 

4.14.10 Fifty-second Supplemental Indenture, dated as of April 30, 1999 (incorporated 
by reference to Exhibit 4 to Duke Energy Indiana, LLC's (formerly PSI Energy, 
Inc.) Quarterly Report on Form 10-Q for the quarterended March 31, 1999 filed 
on May 13, 1999, File No. 1-3543). 

4.14.11 Fifty-seventh Supplemental Indenture, dated as of August 21, 2008 lincorporated 
by reference to Exhibit 4.1 to Duke Energy Indiana, LL C's (formerly PSI Energy, 
Inc.) Current Report Form 8-K filed on August 21, 2008, File No. 1-3543). 

4.14.12 Fifty-eighth Supplemental Indenture, dated as of December 19, 2008 
(incorporated by reference to Exhibit 4.8.12 to Duke Energy Indiana, LLC's 
(formerly PSI Energy, Inc.) Registration Statement on Form S-3 filed on 
September 29, 2010, File No. 333-169633-02). 

4.14.13 Fifty-ninth Supplemental Indenture, dated as of March 23, 2009 (incorporated 
by reference to Exhibit 4.1 to Duke Energy Indiana, LLC's (formerly PSI Energy, 
Inc.) Current Report on Form 8-K filed on March 24, 2009, File No. 1-3543). 

4.14.14 Sixtieth Supplemental Indenture, dated as of June l, 2009 lincorporated by 
reference to Exhibit 4.8.14 to Duke Energy Indiana, LLC's (formerly PSI Energy, 
Inc.) Registration Statement on Form S-3 filed on September 29, 2010, 
File No. 333-169633-02). 
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4.14.15 Sixty-first Supplemental Indenture, dated as of October 1, 2009 (incorporated X 
by reference to Exhibit 4.8.15 to Duke Energy Indiana, LLC's (formerly PSI 
Energy, Inc.) Registration Statement on Form S-3 filed on September 29, 2010, 
File No. 333-169633-02). 

4.14.16 Sixty-second Supplemental Indenture, dated as of July 9, 2010 (incorporated by X 
reference to Exhibit 4.1 to Duke Energy Indiana, LLC's (formerly PSI Energy, Inc.) 
Current Report on Form 8-K filed on July 9, 2010, File No. 1-3543). 

4.14.17 Sixty-third Supplemental Indenture, dated as of September 23, 2010 X 
(incorporated by reference to Exhibit 4.8.17 to Duke Energy Indiana, LLC's 
(formerly PSI Energy, Inc.I Registration Statement on Form S-3 filed on 
September 29, 2010, File No. 333-169633-02). 

4.14.18 Sixty-fourth Supplemental Indenture, dated as of December 1, 20II X 
(incorporated by reference to Exhibit 4(d)(2)(xviiil to Duke Energy Indiana, 
LLC's (formerly PSI Energy, lnc.) Registration statement on Form S-3 filed on 
September 30, 2013, File No. 333-191462-03). 

4.14.19 Sixty-fifth Supplemental Indenture, dated as of March 15, 2012 (incorporated X 
by reference to Exhibit 4.1 to Ouke Energy Indiana, llC's (formerly PSI Energy, 
Inc.) Current Report on Form 8-K filed on March 15, 2012, File No.1-3543). 

4.14.20 Sixty-sMh Supplemental Indenture, dated as of July II, 2013 (incorporated by X 
reference to Exhibit 4.1 to Duke Energy Indiana, LLC's (formerly PSI Energy, Inc.) 
Current Report on Form 8-K filed on July II, 2013, File No. 1-35431. 

4.14.21 Sixty-seventh Supplemental Indenture, dated as of January 1, 2016, between X 
Duke Energy Indiana, Inc. and Deutsche Bank National Trust Company, as 
Trustee, supplementing and amending the Indenture of Mortgage or Deed 
ofTrust, dated September 1, 1939, between Duke Energy Indiana, Inc. and 
Deutsche Bank National Trust Company, as Trustee (incorporated by reference 
to Exhibit 4.2 to Duke Energy Indiana, llC's (formerly PSI Eneri,y, Inc.I 
Quarterly Report on Form 10-Q for the quarter ended March 31, 2016 filed 
on May 5, 2016, File No.1-3543). 

4.14.22 Sixty-eighth Supplemental Indenture, dated as of May 12, 2016 (incorporated X 
by reference to Exhibit 4.1 to registrant's Current Report on Form 8-K filed on 
May 12, 2016, File No.1-3543). 

4.15 Repayment Agreement between Duke Energy Ohio, Inc. (formerly The Cincinnati X 
Gas & Electric Company) and The Dayton Power and Light Company, dated as of 
December 23, 1992, (filed with registrant's Annual Report on Form 10-K for the 
yearended December 31, 1992, File No.1-1232). 

4.16 Unsecured Promissory Note between Duke Energy Indiana, LLC (formerly PSI X 
Energy, Inc.I and the Rural Utilities Service, dated as of October 14, 1998 
(incorporated by reference to Exhibit 4 to registrant's Annual Report on Form 10-K 
for the yearended December 31, 1998 filed on March 8, 1999, File No.1-35431. 

4.17 6.302% Subordinated Note between Duke Energy Indiana, LLC (formerly PSI X 
Energy, Inc.) and Cinergy Corp., dated as of February 5, 2003 (incorporated by 
reference to Exhibit 4(yyy) to registrant's Quarterly Report on Fonn 10-Q for the 
quarter ended March 31, 2003 filed on May 12,2003, File No. 1-35431. 

4.18 6.403% Subordinated Note between Duke Energy Indiana, LLC (formerly PSI X 
Energy, Inc.) and Cinergy Corp., dated as of February 5, 2003 (incorporated by 
reference to Exhibit 4(zzz) to registrant's Ollarterly Report on Form 10-Q for the 
quarter ended March 31, 2003 filed on May 12, 2003, File No. 1-35431. 

4.19 Form of Duke Energy lnterNote (Fixed Rate), dated as of November 13, 2012 X 
(incorporated by reference to Exhibit 4.1 to DtJke Energy Corporation's Current 
Report on Form 8-K filed on November 14, 2012, File No.1-32853). 

4.20 Form of Duke Energy lnterNote (Floating Rate), dated as of November 13, 2012 X 
(incorporated by reference to Exhibit 4.2 to DtJke Energy Corporation's Current 
Report on form 8-K filed on November 14, 2012, File No. 1-32853). 
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4.21 

lD.1 

10.Ll 

Contingent Value Obligation Agreement between Progress Energy, Inc. (formerly 
CP&L Energy, Inc.) and The Chase Manhattan Bank, as Trustee, dated as of 
November 30, 2000 (incorporated by reference to Exhibit 4.1 to registrant's 
Current Report on Form 8-K filed on December 1, 20DO, File No. 1-3382). 

Purchase and Sale Agreement between Duke Energy Americas, LLC and LSP Bay X 
II Harbor Holding, LLC, dated as of January 8, 2006 (incorporated by reference 
to Exhibit 10.2 to registrant's Quarterly Report on Form 10-Q for the quarter 
ended March 31, 2D06filed on May 10, 2D06, File No.1-32853). 

Amendment to Purchase and Sale Agreement between Duke Energy Americas, X 
LLC, LS Power Generation, LLC (formerly LSP Bay II Harbor Holding, LLC), LSP 
Gen Finance Co, LLC, LSP South Bay Holdings, LLC, LSP Oakland Holdings, LLC, 
and LSP Morro Bay Holdings, LLC, dated as of May 4, 20D6 (incorporated by 
reference to Exhibit 10.2.1 to registrant's Quarterly Report on Form 10-Q for the 
quarter ended March 31, 20D6filed on May ID, 2D06, File No.1-32853). 

10.2** Directors' Charitable Giving Program (incorporated by reference to Exhibit 10-P X 
to Duke Energy Carolinas, LLC's Annual Report on Form 10-K for the year ended 
December 31, 1992, File No.1-4928). 

10.2.l ** Amendment to Directors' Charitable Giving Program, dated as of June 18, 1997 X 
(incorporated by reference to Exhibit 1-1.1 to Duke Energy Carolinas, LLC's 
Annual Report on Form 10-K for the yearended December 31, 2003filed on 
March 15, 2DD4, File No.1-4928). 

10.2.2** Amendment to Directors' Charitable Giving Program, dated as of July 28, 1997 X 
{incorporated by' reference to Exhibit 10-1.2 to Duke Energy Carolinas, LLC's 
Annual Report on Form 10-K for the year ended December 31, 2003 filed on 
March 15, 2D04, File No.1-4928). 

10.2.3** Amendment to Directors' Charitable Giving Program, dated as of February 18, X 
1998 {incorporated by reference to Exhibit lOM 1.3 to Duke Energy carolinas, 
LLC's Annual Report on Form lD-K for the yearended December 31, 2003filed 
on March 15, 2004, File No.1-4928). 

10.3 Agreements with Piedmont Electric Membership Corporation, Rutherford Electric X 
Membership Corporation and Blue Ridge Electric Membership Corporation 
to provide wholesale electricity and related power scheduling services from 
September l, 2006 through December 31, 2021 (incorporated by reference to 
Exhibit 10.15 to Duke Energy Corporation's Quarterly Report on Form 10-Q for 
the quarter ended June 30, 2006 filed on August 9, 2006, File No. 1-32853). 

x 

x 

10.4 Asset Purchase Agreement between Saluda River Electric Cooperative, Inc., as X 
Seller, and Duke Energy Carolinas, LlC, as Purchaser, dated as of December 20, 
2006 (incorporated by reference to Exhibit 10.1 to registrant's Current Report on 
Form 8-K filed on December 27, 2006, File No. 1-4928). 

10.5 Settlement between Duke Energy Corporation, Duke Eneigy Carolinas, LLC X 
and the U.S. Department of Justice resolving Duke Energy's used nuclear fuel 
litigation against the U.S. Department of Energy, dated as of Man:h 6, 2007 
(incorporated by reference to Item 8.01 to registrant's Current Report on 
Form 8-K filed on March 12, 2DD7, File No. 1-4928). 

10.6 Engineering, Procurement and Construction Agreement between Duke Energy X 
Carolinas, LLC and Stone & Webster National Engineering P.C., dated as of 
July 11, 2007 (incorporated by reference to Exhibit 10.1 to registrant's Quarterly 
Report on Form 10-Q for the quarter ended September 30, 2007, filed on 
November 12, 2D07, File No. 1-4928). (Portions of the exhibit have been omitted 
and filed separately with the Securities and Exchange Commission pursuant to 
a request for confidential treatment pursuant to Rule 24bM2 under the Securities 
Exchange Act of 1934, as amended.) 
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10.7 Amended and Restated Engineering, Procurement and Construction Agreement x 
between Duke Energy Carolinas, LLC and Stone & Webster National Engineering 
P.C., dated as of February 20, 2008 (incorporated by reference to Exhibit 10.1 
to registrant's Quarterly Report on Form 10-Q for the quarter ended March 31, 
2008, filed on May 14, 2008, File No.1-4928). (Portions of the exhibit have 
been omitted and filed separately with the Securities and Exchange Commission 
pursuant to a request for confidential treatment pursuant to Rule 24b-2 under 
the Securities Exchange Act of 1934, as amended.) 

10.8 Asset Purchase Agreement between Cinergy Capital & Trading, Inc. (Capital & x 
Trading), CinCap Madison, LLC and Duke Energy Indiana, LLC (formerly PSI 
Energy, Inc.), dated as of February 5, 2003 (incorporated by reference to 
Exhibit lO(ttl to registrant's Quarterly Report on Form 10-Q for the quarter 
ended March 31, 2003 filed on May 12, 2003, File No.1-35431. 

10.9 Amended and Restated Engineering and Construction Agreement between Duke x 
Energy Carolinas, LLC and Shaw North Carolina, Inc., dated as of December 21, 
2009 (incorporated by reference to Item 1.01 to registrant's Current Report on 
Form 8-K filed on December 28, 2009, File No. 1-4928). 

10.10 Asset Purchase Agreement between Capital & Trading, CinCap VII, LLC and Duke x 
Energy Indiana, LLC (formerly PSI Energy, Inc.), dated as of February 5, 2003 
(incorporated by reference to Exhibit lO{uul to registrant's Quarterly Report on 
Form 10-Q for the quarter ended March 31, 2003 filed on May 12, 2003, File 
No. 1-3543). 

10.11 Asset Purchase Agreement between Duke Energy Indiana, LLC (formerly PSJ x 
Energy, Inc.) and Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric 
Company) and Allegheny Energy Supply Company, LLC, Allegheny Energy Supply 
Wheatland Generating Facility, LLC and Lake Acquisition Company, L.L.C., dated 
as of May 6, 2005 (incorporated by reference to registrant's Quarterly Report 
on Form 10-Q forthe quarter ended June 30, 2005filed on August 4, 2005, 
File No.1-1232). 

10.12 Asset Purchase Agreement between Duke Energy Indiana, LLC (formerly PSI x 
Energy, Inc.) and CG&E and Allegheny Energy Supply Company, LLC, Allegheny 
Energy Supply Wheatland Generating Facility, LLC and Lake Acquisition 
Company, L.L.C., dated as of May 6, 2005 (incorporated by reference to 
Exhibit lO(kkkk) to registrant's Quarterly Report on Form 10-Q forthe quarter 
ended June 30, 2005 filed on August 4, 2005, Flle No. 1-3543). 

10.13 Keepwell Agreement between Duke Capital LLC and Duke Energy Ohio, Inc. x 
(formerly The Cincinnati Gas & Electnc Company), dated as of April 10, 2006 
(incorporated by reference to Exhibit 10.l to registrant's Current Report on 
Form 8-K filed on April 14, 2006, File No.1-1232). 

10.14 Agreements between Piedmont Electric Membership CoqX1ration, Rutherford x 
Electric Membership Corporation and Blue Ridge Bectric Membership Corporation 
to provide wholesale electricity and related power scheduling services from 
September 1, 2006 through December 31, 2021 (incorporated by reference to 
Exhibit 10.15 to Duke Energy Corporation's Quarterly Report on Form lD-Q for the 
quarterended June 30, 2006filed on August 9, 2006, File No. 1-32853). 

10.15 Asset Purchase Agreement between Duke Energy Indiana, LLC, {formerly PSI x 
Energy, Inc.), as Seller, and Wabash Valley Power Association, Inc., as Buyer, 
dated as of December 1, 2006 {incorporated by reference to Exhibit 10.1 to 
registrant's Current Report on Form 8-K filed on December 7, 2006, File No. 
1-3543). 

10.16 Purchase and Sale Agreement between Cinergy Capital & Trading, Inc., as Seller, x 
and Fortis Bank, SA/N.V., as Buyer, dated as of June 26, 2006 (incorporated by 
reference to Exhibit 10.1 to Duke Energy Corporation's Current Report on form 
8-K filed on June 30, 2006, File No. 1-32853). 
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10.17 Engineering, Procurement and Construction Management Agreement between X 
Duke Energy Indiana, LLC {formerly PSI Energy, Inc.) and Bechtel Power 
Corporation, dated as of December 15, 2008 (incorporated by reference to 
Exhibit 10.16 to registrant's Annual Report on Form 10-K for the year ended 
December 31, 2008, filed on March 13, 2009, File No.1-3543). {Portions of the 
exhibit have been omitted and filed separately with the Securities and Exchange 
Commission pursuant to a request for confidential treatment pursuant to Rule 
24b-2 under the Securities Exchange Act of 1934, as amended.) 

10.18 Formation and Sale Agreement between Duke Ventures, LLC, Crescent Resources, X 
LLC, Morgan Stanley Real Estate Fund V U.S. LR, Morgan Stanley Real Estate 
Fund V Special U.S., LR, Morgan Stanley Real Estate Investors V U.S., LR, MSP 
Real Estate Fund V, LR, and Morgan Stanley Strategic lnvestmen~. Inc., dated as 
of September 7, 2006 {incorporated by reference to Exhibit 10.3 to Duke Energy 
Corporation's Quarterly Report on Form 10-Q forthe quarter ended September 30, 
2006 filed on November 9, 2006, File No. 1-32853). 

10.19 Engineering, Procurement and Construction Agreement between Duke Energy X 
Carolinas, LLC and Stone & Webster National Engineering P.C., dated as of July 
11, 2007 {incorporated by reference to Exhibit 10.2 to Duke Energy Corporation's 
Quarterly Report on Form 10-Q for the quarter ended September 30, 
2007 filed on November 9, 2007, File No. 1-32853). {Portions of theexhibit have 
been omitted and filed separately with the Securities and Exchange Commission 
pursuant to a request for confidential treatment pursuant to Rule 24b-2 under 
the Securities Exchange Act of 1934, as amended.) 

10.20 Amended and Restated Engineering, Procurement and Construction Agreement X 
between Duke Energy Carolinas, LLC and Stone & Webster National Engineering 
RC., dated as of Februa~ 20, 2008, {incorporated by reference to Exhibit 10.1 
to Duke Energy Corporation's Quarterly Report on Form 10-Q for the quarter 
ended March 31, 2008, filed on May 9, 2008, File No.1-32853). {Portions of the 
exhibit have been omitted and filed separately with the Securities and Exchange 
Commission pursuant to a request for confidential treatment pursuant to Rule 
24b-2 under the Securities Exchange Act of 1934, as amended.) 

10.21 Agreement and Plan of Merger between DEGS Wind I, LLC, DEGS Wind Vermont, X 
Inc., Catamount Energy Corporation, dated as of June 25, 2008 (incorporated 
by reference to Exhibit 10.2 to Duke Energy Corporation's Quarterly Report 
on Form 10-Q for the quarter ended June 30, 2008 filed on August 11, 2008, 
File No.1-32853). 

10.22 Amended and Restated Engineering and Construction Agreement between Duke X 
Energy Carolinas, LLC and Shaw North Carolina, lnc., dated as of December 21, 
2009 (incorporated by reference to Exhibit 10.41 to Duke Energy Corporation's 
Annual Report on Form 10-K for the yearended December 31, 2009 filed on 
Februa~ 26, 2010, File No.1-32853). 

10.23 Operating Agreement of Pioneer Transmission, LLC (incorporated by reference X 
to Exhibit 10.l to Duke Energy Corporation's Quarterly Report on Form 10-Q 
for the quarter ended September 30, 2008 filed on November 7, 2008, 
File No. 1-32853). 

10.24** Amended and Restated Duke Energy Corporation Directors' Saving Plan, X 
dated as of Janua~ 1, 2014 {incorporated by reference to Exhibit 10.32 to 

10.25 

Duke Energy Corporation's Annual Report on Form 10-K for the year ended 
December 31, 2013 filed on Februa~ 28, 2014, File No. 1-32853). 

Engineering, Procurement and Construction Management Agreement between 
Duke Energy Indiana, LLC {formerly PSI Energy, Inc.) and Bechtel Power 
Corporation, dated as of December 15, 2008 (incorporated by reference to Item 
1.01 to registrant's Current Report on Form 8-K filed on December 19, 2008, 
File Nos. 1-32853 and 1-3543). {Portions of the exhibit have been omitted and 
filed separately with the Securities and Exchange Commission pursuant to a 
request for confidential treatment pursuant to Rule 24b-2 under the Securities 
Exchange Act of 1934, as amended.) 
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10.26 Amended and Restated Engineering and Construction Agreement between x x 
Duke Energy Carolinas, LLC and Shaw North Carolina, Inc., dated as of March 8, 
2010 (incorporated by reference to Exhibit 10.1 to registrant's Quarterly Report 
on form 10-Q forthequarterended March 31, 2010 filed on May 7, 2010, 
file Nos. 1-32853 and 1-4928). 

10.27** Duke Energy Corporation Executive Severance Plan (incorporated by reference x 
to Exhibit 10.1 to registrant's Current Report on Form 8-K filed on January 10, 
2011, file No.1-32853). 

10.28 $6,000,000,000 five-Year Credit Agreement between Duke Energy Corporation, x x x x 
Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, 
LLC, Duke Energy Kentucky, Inc., Carolina Power and light Company d/b/a 
Duke Energy Progress, Inc. and Florida Power Corporation, d/b/a Duke 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 pie, 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, dated as of November 18, 2011 (incorporated by 
reference to Exhibit 10.l to registrant's Current Report on Form 8-K filed on 
November 25, 2011, file Nos.1-32853, 1-4928, 1-1232 and 1-3543). 

10.28.l Amendment No. 1 and Consent between Duke Energy Corporation, Duke Energy x x x x x x 
Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, LLC, Duke Energy 
Kentucky, Inc., Duke Energy Progress, Inc., Duke Energy Florida, Inc., and Wells 
Fargo Bank, National Association, dated as of December 18, 2013 (incorporated 
by reference to Exhibit 10.1 to registrant's Current Report on Form 8-K filed on 
December 23, 2013, file Nos.1-32853, 1-4928, 1-3382, 1-3274, 1-1232 
and 1-3543). 

10.28.2 Amendment No. 2 and Consent between Duke Energy Corporation, Duke Energy x x x x x x 
Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, LLC, Duke Energy 
Kentucky, Inc., Duke Energy Progress, Inc., and Duke Energy Florida, Inc., the 
Lenders party hereto, the issuing Lenders party hereto, Wells Fargo Bank, 
National Association, as Administrative Agent and Swingline Lender, dated as 
of Janua~ 30, 2015 (incorporated by reference to Exhibit 10.l of regis~ant's 
Current Report on form 8-K filed on februa~ 5, 2015, file Nos.1-32853, 
1-4928, 1-1232, 1-3543, 1-3382 and 1-32741. 

10.29** Duke Energy Corporation 2010 Long-Term Incentive Plan {incorporated by x 
reference to Appendix A to registrant's fonn DEF 14A filed on March 22, 2010, 
file No.1-32853). 

10.29.l** Amendment to Duke Energy Corporation 2010 Long-Term Incentive Plan x 
(incorporated by reference to Exhibit 10.3 to registrant's Quarterly Report 
on form 10-Q for the quarter ended June 30, 2012 filed on August 8, 2012, 
file No.1-32853). 

10.30** Duke Energy Corporation 2015 Long-Term Incentive Plan {incorporated by x 
reference to Appendix A to registrant's DEF 14A filed on March 26, 2015, 
file No.1-32853). 

10.31 ** Form of Restricted Stock Unit Award Agreement of Duke Energy Corporation x 
under the Duke Energy Corporation 2015 Long-Term Incentive Plan (incorporated 
by reference to Exhibit 10.l to registrant's Current Report on Form 8-K filed on 
May 12, 2015, file No.1-32853). 

10.32** Form of Performance Award Agreement of Duke Energy Corporation under x 
the Duke Energy Corporation 2015 Long-Tenn Incentive Plan (incorporated by 
reference to Exhibit 10.2 to registrant's Current Report on Form 8-K filed on 
May 12, 2015, file No.1-32853). 
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10.33** Form of Performance Award Agreement of Duke Energy Corporation under x 
the Duke Energy Corporation 2015 Long-Term Incentive Plan (incorporated by 
reference to Exhibit 10.l to registrant's Current Report on Form 8-K filed on 
Februal)' 18, 2Dl6, File No.1-328531. 

10.34** Form of Restricted Stock Unit Award Agreement of Duke Energy Corporation x 
under the Duke Energy Corporation 2015 Long-Term Incentive Plan {incorporated 
by reference to Exhibit 10.2 to registrant's Current Report on Form 8-K filed on 
Februal)' 18, 2Dl6, File No.1-32853). 

10.35 Settlement Agreement between Duke Energy Corporation, the North Carolina x 
Utilities Commission Staff and the North Carolina Public Staff, dated as of 
November 28, 2012 (incorporated by reference to Exhibit 10.l to registrant's 
Current Report on Form 8-K filed on November 29, 2Dl2, File No. 1-328531. 

10.36 Settlement Agreement between Duke Energy Corporation and the North Carolina x 
Attorney General, dated as of Oecember 3, 2012 {incorporated by reference Item 
7.01 to registrant's Current Report on Form 8-K filed on December 3, 2012, File 
No.1-328531. 

10.37** Form of Change-in-Control Agreement {incorporated by reference to Exhibit x 
10.58 to Duke Energy Corporation's Annual Report on Form 10-K for the year 
ended December 31, 2Dl2 filed on March 1, 2Dl3, File No. 1-32853). 

10.38** Amended and Restated Duke Energy Corporation Executive Cash Balance x 
Plan, dated as of Janual)' 1, 2014 {incorporated by reference to Exhibit 10.52 
to Duke Energy Corporation's Annual Report on Form 10-K for the year ended 
December 31, 2Dl3 filed on Februal)' 28, 2Dl4, File No.1-328521. 

10.39 Purchase, Construction and Ownership Agreement, dated as of July 30, 1981, x 
between Duke Energy Progress, Inc. (formerly Carolina Power & Light Company) 
and North Carolina Municipal Power Agency Number 3 and Exhibits, together 
with resolution, dated as of December 16, 1981, changing name to North 
Carolina Eastern Municipal Power Agency, amending letter, dated as of February 
18, 1982, and amendment, dated as of Februal)' 24, 1982 (incorporated by 
reference to Exhibit lO(a) to registrant's File No. 33-2556DI. 

10.4D Operating and Fuel Agreement, dated as of July 3D, 1981, between Duke Energy x 
Progress, ·inc. (formerly Carolina Power & Light Company) and North Carolina 
Municipal Power Agency Number 3 and Exhibits, together with resolution, dated 
as of December 16, 1981, changing name to North Carolina Eastern Municipal 
Power Agency, amending letters, dated as of August 21, 1981 and December 
15, 1981, and amendment, dated as of Februal)' 24, 1982 (incorporated by 
reference to Exhibit lO(bl lo registrant's File No. 33-2556DI. 

10.41 Power Coordination Agreement, dated as of July 30, 1981, between Duke Energy x 
Progress, Inc. (formerly Carolina Power & Light Company) and North Carolina 
Municipal Power Agency Number 3 and Exhibits, together with resolution, dated 
as of December 16, 1981, changing name to North Carolina Eastern Municipal 
Power Agency and amending letter, dated as of January 29, 1982 (incorporated 
by reference to Exhibit !Olcl lo registrant's File No. 33-2556DI. 

10.42 Amendment, dated as of December 16, 1982, to Purchase, Construction x 
and Ownership Agreement, dated as of July 3D, 1981, between Duke Energy 
Progress, Inc. (formerly Carolina Power & light Company) and North Carolina 
Eastern Municipal Power Agency (incorporated by reference to Exhibit lO{d) to 
registrant's File No. 33-2556Dl. 

10.43** Progress Energy, Inc. 2007 Equity Incentive Plan {incorporated by reference x 
to Exhibit Clo registrant's Form DEF 14A filed on March 30, 20D7, 
File No. 1-159291. 
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10.44** Form of letter Agreement executed by certain officers of Progress Energy, Inc., 
waiving certain rights under Progress Energy, !nc.'s Management Change-in-
Control Plan and their employment agreements, dated as of January 8, 2011 
(incorporated by reference to Exhibit 10.1 to registrant's Current Report on 
Form 8-K filed on Janual}' 8, 2Dll, File No. 1-15929). 

10.45** Progress Energy, Inc. Management Change-in-Control Plan, Amended and 
Restated, effective July 13, 2Dll (incorporated by reference to Exhibit lD(d) to 
registrant's Quarterly Report on Form 10-Q for the quarter ended September 30, 
2Dll filed on November8, 2Dll, File Nos.1-15929, 1-3382and1-3274). 

10.46 Precedent and Related Agreements between Duke Energy Florida, Inc. (formerly 
Florida Power Corporation d/b/a Progress Energy Florida, Inc. ("PEF")), Southern 
Natural Gas Company, Florida Gas Transmission Company ("FGT"), and BG LNG 
Services, LLC {"BG"), including: a) Precedent Agreement between Southern 
Natural Gas Company and PEF, dated as of December 2, 2004: 
bl Gas Sale and Purchase Contract between BG and PEF, dated as of December 
I, 2004; c) Interim Firm Transportation Service Agreement by and between FGT 
and PEc dated as of December 2, 2DD4; di Letter Agreement between FGT and 
PEF, dated as of December 2, 2004 and Firm Transportation Service Agreement 
between FGT and PEF to be entered into upon satisfaction of certain condiUons 
precedent: e) Discount Agreement between FGT and PEF, dated as of December 
2, 2004: f) Amendment to Gas Sale and Purchase Contract between BG and 
PEc dated as of Janual}' 28, 20D5; and 
gl Letter Agreement between FGT and PEc dated as of Janual}' 31, 2005 
(incorporated by reference to Exhibit 10.l to registrant's Current Report on Form 
8-1\/A filed on March 15, 2005, File Nos.1-15929 and 1-3274). (Portions of the 
exhibit have been omitted and filed separately with the Securities and Exchange 
Commission pursuant to a request for confidential treatment pursuant to Rule 
24b-2 under the Securities Exchange Act of 1934, as amended.) 

10.47 Engineering, Procurement and Construction Agreement between Duke Energy 
Florida, Jnc. (formerly Florida Power Corporation d/b/a/ Progress Energy Florida, 
Inc.), as owner, and a consortium consisting of Westinghouse Electric Company 
LLC and Stone & Webster, Inc., as contractor, for a two-unit AP I DOD Nuclear 
Power Plant, dated as of December 31, 20D8 (incorporated by reference to 
Exhibit 10.l to registrant's Current Report on Form 8-K filed on March 2, 20D9, 
File Nos. l-15929 and 1-3274). (Portions of the exhibit have been omitted and 
filed separately with the Securities and Exchange Commission pursuant to a 
request for confidential treatment pursuant to Rule 24b-2 under the Securities 
Exchange Act of 1934, as amended.) 

lD.48** Employment Agreement between Duke Energy Corporation and Lynn J. Good, 
dated as of June 17, 2013 (incorporated by reference to Exhibit 10.l to 
Duke Energy CorporaUon's Current Report on Form 8-K filed on June 18, 
2Dl3, File No. l-32853). 

10.48.l** Amendment to Employment Agreement between Duke Energy Corporation and 
Lynn J. Good, dated as of June 25, 2015 (incorporated by reference to Exhibit 
lD.l to Duke Energy Corporation's Current Report on Form 8-K filed on June 29, 
2Dl5, File No. l-32853). 

10.49** Duke Energy Corporation Executive Short-Term Incentive Plan, effective 
Febmal}' 25, 2Dl3 (incorporated by reference to Exhibit 10.l to Duke Energy 
Corporation's Current Report on Form 8-K filed on May 7, 2013, File No. 1-32853). 

10.5D** Duke Energy Corporation 2016 Director Compensation Program Summaiy 
(incorporated by reference to Exhibit lD.55 to Duke Energy Corporation's 
Annual Report on Form lD-K forthe year ended December 31, 2Dl5 filed on 
Februal}' 25, 2016, File No. l-32853). 

lD.51 ** Amended and Restated Duke Energy Corporation Executive Savings Plan, 
dated as of Janual}' 1, 2014 (incorporated by reference to Exhibit 10.82 to 
Duke Energy Corporation's Annual Report on Form lD-K for the year ended 
December 31, 2Dl3 filed on Februal}' 28, 2Dl4, File No. l-32853). 
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10.52 

ID.53 

Energy Carolinas 

Agreement between Duke Energy SAM, LLC, Duke Energy Ohio, Inc., Duke Energy X 
Commercial Enterprise, Inc. and Dynegy Resource I, LLC, dated as of August 21, 
20I4 (incorporated by reference to Exhibit I0.6I to Ouke Energy Corporation's 
Annual Report on Form IO-K for the yearended December 3I, 20I4 filed on 
March 2, 20I5, File No. I-32853). 

Asset Purchase Agreement between Duke Energy Progress, Inc. and North X 
Carolina Eastern Municipal Power Agency, dated as of September 5, 2014 
Oncorporated by reference to Exhibit 10.62 to Duke Energy Corporation's Annual 
Report on Form IO-K for the year ended December 3I, 20I4 filed on March 2, 
20I5, File No. I-32853). 

10.54 Change in Control Agreement between Duke Energy Corporation and Lloyd M. X 
Yates, dated as of Apnl 30, 20I4 (incorporated by reference to Exhibit IO.I to 
Duke Energy Corporation's Current Report on Form B~K filed on May 6, 2014, 
File No. I-32853). 

I0.55 Accelerated Stock Repu~hase Program executed by Goldman, Sachs & Co., X 
and JPMorgan Chase Bank, N.A. on April 6, 2015, under an agreement with 
Duke Energy Corporation (incorporated by reference to Exhibit 10.1 to Duke 
Energy Corporation's Current Report on Form S·K filed on April 6, 2015, 
File No.1-32853). 

10.56 Plea Agreement between Duke Energy Corporation and the Court of the Eastern X 
District of North Carolina in connection with the May 14, 2015, Dan River 
Grand Jury Settlement (incorporated by reference to Exhibit 10.3 to Duke Energy 
Corporation's Quarterly Report on Form 10·0 for the quarter ended June 30, 
20I5, filed on August 7, 20I5, File No. I-32853). 

10.57 Plea Agreement between Duke Energy Corporation and the Court of the Eastern X 
District of North Carolina ln connection with the May 14, 2015, Dan River 
Grand Jury Settlement (incorporated by reference to Exhibit 10.4 to Duke Energy 
Corporation's Quarterly Report on Form 10-Q for the quarter ended June 30, 
20I5 filed on August 7, 20I5, File No. I-32853). 

10.58 $I,500,000,000 Amended and Restated Term Loan Agreement among Duke X 
Energy Corporation, as Borrower, the Lenders listed therein, The Bank of Tokyo
Mitsubishi UFJ, Ltd., as Administrative Agent, and The Bank of Tokyo-Mitsubishi 
UFJ, Ltd., Santender Bank, N.A. and TO Bank, N.A., as Joint Lead Arrangers 
and Bookrunners, dated as of August L 2016 (incorporated by reference to 
Exhibit 10.l to Duke Energy Corporation's Quarterly Report on Form 10-Q for 
the quarterended June 30,20I6 filed on August 4, 20I6, File No. I-32853). 

10.59 Purchase and Sale Agreement by and among Duke Energy International Group X 
s.a.r.I., Duke Energy International Brazil Holdings S.a.r.I. and China Three Gorges 
(Luxembourg) Energy S.a.r.I., dated as of October IO, 20I6 (incorporated by 
reference to Exhibit 2.1 to registrant's Current Report on Form 8-K fi!ed on 
October I3, 20I6, File No. I-328531. 

10.6D Purchase and Sale Agreement by and among Duke Energy Brazil Holdings X 
II, C.V., Duke Energy International Uruguay Investments SRL, Duke Energy 
International Group S . .?i.r.I., Duke Energy International Espafia Holdings SL, 
Duke Energy International Investments No. 2 ltd., ISO Enerlam Aggregator, LP., 
and Enerlam (UK) Holdings Ltd., dated as of October IO, 20I6 (incorporated 
by reference to Exhibit 2.2. to registrant's Current Report on Form 8-K filed on 
October I3, 20I6, File No. I-32853). 

10.6I ** Amended and Restated Employment Agreement, dated May 25, 20I2, between X 
Piedmont Natural Gas Company, Inc. and Franklin H. Yoho (incorporated by 
reference to Exhibits 10.12 and 10.13 to registrant's Annual Report on 
form IO-K for the year ended October 3I, 20I5 filed on December 23, 20I5, 
file No. I-06I96J. 
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10.62** Severance Agreements with Thomas E. Skains and Franklin H. Yoho, dated x 
September 4, 2007 (incorporate by reference to Exhibits 10.2 and 10.3, 
respectively, to registrant's Annual Report on Form 10-K for the year ended 
October 31, 2015 filed on Oecember23, 2015, File No.1-06196). 

10.63** Piedmont Natural Gas Company, Inc. Defined Contribution Restoration Plan, x 
dated as of December 8, 2008, effective January I, 2009 {incorporated by 
reference to Exhibit 10.2 to registrant's Quarterly Report on Form 10-Q for the 
quarter ended Janua~ 31, 2009 filed on March 9, 2009, File No.1-06196). 

10.63.1** Instrument of Amendment for Piedmont Natural Gas Company, Inc. Defined x 
Contribution Restoration Plan, dated as of January 23, 2012, by Piedmont 
Natural Gas Company, !nc. (incorporated by reference to Exhibit 10.l to 
registrant's Quarterly Report on Form 10-Q for the quarter ended January 31, 
2012 filed on March 9, 2012, File No.1-06196). 

*10.63.2** Instrument of Second Amendment for Piedmont Natural Gas Company, Inc. x 
Defined Contribution Restoration Plan, dated September 15, 2016. 

*10.64** Piedmont Natural Gas Company, Inc. Incentive Compensation Plan. x 
10.64.l** First Amendment to Piedmont Natural Gas Company, Inc. Incentive Compensation x 

Plan (incorporated by reference to Exhibit 4.2 to registrant's Registration 
Statement on Form S-8 filed on October 3, 2016, File No.1-32853). 

10.65** Form of Performance Unit Award Agreement (incorporated by reference to x 
Exhibit 10.4 to registrant's Quarterly Report on Form 10-Q for the quarter ended 
Janua~ 31, 2016 filed on Ma~h 9, 2016, Flle No. 1-06196). 

*10.66** Waiver of Certain Rights to Terminate for Good Reason between Duke Energy x 
Corporation and Franklin H. Yoho. 

*10.67** Notice of Non-Renewal of Employment Agreement between Duke Energy x 
Corporation and Franklin H. Yoho. 

*10.68"'* Retention Award Agreement, dated as of October 24, 2015, between Duke x 
Energy Corporation and Franklin H. Yoho. 

10.69 Confirmation of Forward Sale Transaction, dated as of March 1, 2016, between x 
Duke Energy Corporation and Barclays Capital Inc. {incorporated by referenced 
to Exhibit 10.l to registrant's Current Report on Form 8-K filed on March 7, 
2016, File No.1-32853). 

10.69.l Additional Confirmation of Forward Sale Transaction, dated as of March 2, x 
2016, between Duke Energy Corporation and Barclays Capital Inc. (incorporated 
by reference to Exhibit 10.2 to registrant's Current Report on Form 8-K filed on 
March 7, 2016, File No.1-32853). 

*12.l Computation of Ratio of Earnings to Fixed Charges-DUKE ENERGY CORPORATION x 
*12.2 Computation of Ratio of Earnings to F•ed Charges - DUKE ENERGY CAROLINAS, LLC x 
*12.3 Computation of Ratio of Earnings to Fixed Charges- PROGRESS ENERGY, INC. x 
*12.4 Computation of Ratio of Earnings to Flxed Charges - DUKE ENERGY PROGRESS, llC x 
*12.5 Computation of Ratio of Earnings to Fixed Charges-DUKE ENERGY FLORIDA, LLC x 
*12.6 Computation of Ratio of Earnings to Fixed Charges- OUKE ENERGY OHIO, INC. x 
*12.7 Computation of Ratio of Earnings to Fixed Charges-DUKE ENERGY INDIANA, LLC x 
*21 List of Subsidiaries x 
*23.1.1 Consent of Independent Registered Public Accounting Firm. x 
*23.1.2 Consent of Independent Registered Public Accounting Firm. x 
*23.1.3 Consent of Independent Registered Public Accounting Firm. x 
*23.1.4 Consent of Independent Registered Public Accounting Firm. x 

E-18 
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*23.1.5 Consent of Independent Registered Public Accounting Firm. x 
*23.1.6 Consent of Independent Registered Public Accounting Firm. x 
*24.l Power of attorney authorizing Lynn J. Good and others to sign the annual report x 

on behalf of the registrant and certain of its directors and oHicers. 

*24.2 Certified copy of resolution of the Board of Directors of the registrant authorizing x 
power of attorney. 

*31.1.1 Certification of the Chief Executive OHicer Pursuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

*31.1.2 Certification of the Chief Executive OHicer Pursuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

*31.1.3 Certification of the Chief Executive OHicer Pursuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

*3Ll.4 Certification of the Chief Executive Officer Pursuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

*31.1.5 Certification of the Chief Executive Officer Pursuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

*31.1.6 Certification of the Chief Executive Officer Pursuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

*31.1.7 Certification of the Chief Executive Officer Pursuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

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

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

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

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

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

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

*31.2.7 Certification of the Chief Financial Officer Pµrsuant to Section 302 of the x 
Sarbanes-Oxley Act of 2002. 

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

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

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

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

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

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

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

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

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

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

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

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

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

*101.INS XBRL Instance Document x x x x x x x 

*101.SCH XBRL Taxonomy Extension Schema Document x x x x x x x 
*101.CAL XBRL Taxonomy Calculation Linkbase Document x x x x x x x 

*101.LAB XBRL Taxonomy Label Linkbase Document x x x x x x x 
*101.PRE XBRL Taxonomy Presentation Linkbase Document x x x x x x x 
*101.DEF XBRL Taxonomy Definition Linkbase Document x x x x x x x 

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 percent of the total assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon request of the SEC, to furnish copies of 
any or all of such instruments to it. 
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Investor Information 

Annual Meeting of Shareholders 
Duke Energy's 2017 Annual Meeting of 
Shareholders will be: 

Date: May 4, 2017 

Tirno: 12:30 p.m. Eastern time 

Visit: duke-energy.onlineshareholdermeeting.com 

Audio broadcast: 888.256.9124 
conference number 4228233 

To participate in the online Annual Meeting, shareholders 
will need the 16-digit control number included in the 
Notice of Internet Availability of the Proxy Materials, on 
the proxy card or in the instructions that accompanied 
the proxy materials. 

Shareholder Services 
Shareholders may call 800.488.3853 or 701.382.3853 
with questions about their stock accounts, legal transfer 
requirements, address changes or replacement dividend 
checks. Additionally, registered shareholders can view 
their account online through DUK-Online, available at 
dul\eHtH1ergy,corn/1nvcstors. Send written requests to: 

Investor Relations 
Duke Energy 
P.O. Box 1005 
Charlotte, NC 28201-1005 

For electronic correspondence, visit duke-energy.com/ 
investors or download the mobile JR app. Search for 
"DUK investor" in the Apple App Store or Google Play. 

Stock Exchange Listing 
Duke Energy's common stock is listed on the New York 
Stock Exchange. The Company's common stock trading 
symbol is DUK. 

Website Addresses 
Corporate home pege: duke-energy.com 
Investor Relations: duke-energy.com/investors 

lnvestorDirect Choice Plan 
The lnvestorDirect Choice Plan provides a 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 a safekeeping option for depositing 
certificates into the plan, are available. 

The plan also provides for full reinvestment, direct 
deposit or cash payment of a portion of the dividends. 
Additionally, participants may register for DUK-Online, 
our on line account nianagement service. 

KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment - Annual Report 2016 

Page 257 of 258 

Financial Publications 
Duke Energy's Annual Report and related financial 
publications can be found on our website at dulm-energy. 
corn/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 Company's 
com man stock. 

Dividend Payment 
Duke Energy has paid quarterly cash dividends on its 
common stock for 91 consecutive years. For the remainder 
of 2017, dividends on common stock are expected to 
be paid, subject to declaration by the Board of Directors, 
on June 16, September 18 and December 18. 

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 cluke-energy,corn/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 t11e solicitation of an 
offer, to buy or sell securities. 

IJ 
FSC --

MIX 
P•pw~ 

rupanalbl• HUn:M 

FSC" C0139BO 

Products with a Mixed Sources label support the development of responsible 
forest management worldwide. The wood comes from Forest Stewardship 
Council'Jtl (FSC) ·~-certified well-managed forests, company-controlled sources 
and/or recycled material. This annual report is printed on paper manufactured 
with energy generated from renewable sources. 
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The following terms or acronyms used in this document are defined below: 

Term or Acronym 

AFUDC 

ALJ 

ARO 

ASRP 

CCR 

Cinergy 

C02 

CP 

CPP 

CRC 

DP&L 

Duke Energy 

Duke Energy Indiana 

Duke Energy Kentucky 

Duke Energy Ohio 

EPA 

FASB 

FERG 

GAAP 

KPSC 

Master Trust 

MISO 

MTEP 

MVP 

PJM 

Rider ASRP 

RTO 

U.S. 

VIE 

Definition 

Allowance for Funds Used During Construction 

FERG Administrative Law Judge 

Asset Retirement Obligation 

Accelerated Natural Gas Service Line Replacement Program 

Coal Combustion Residuals 

Cinergy Corp. 

Carbon Dioxide 

Capacity Performance 

Clean Power Plan 

Cinergy Receivables Company, LLC 

The Dayton Power and Light Company 

Duke Energy Corporation 

Duke Energy Indiana, Inc. (subsequently Duke Energy Indiana, LLC) 

Duke Energy Kentucky, Inc. 

Duke Energy Ohio, Inc. 

U.S. Environmental Protection Agency 

Financial Accounting Standards Board 

Federal Energy Regulatory Commission 

Generally Accepted Accounting Principles in the U.S. 

Kentucky Public Service Commission 

Master Retirement Trust 

Midcontinent Independent System Operator, Inc. 

MISO Transmission Expansion Planning 

Multi Value Projects 

PJM Interconnection, LLC 

Rate rider requested to recover cost of the ASRP 

Regional Transmission Organization 

United States 

Variable Interest Entity 

3 



Deloitte,. 

INDEPENDENT AUDITORS' REPORT 

To the Board of Directors mid Stockholder of 
Duke Energy Ke11n1cky. Inc. 
Charlotte. North Carolina 
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Deloirt• & Touch• LLP 

550 south Tl)'on Street 
Suite 2500 
Charlotte, North Carolina 28202 
USA 

Tel: +1 704 867 1500 
www.deJoltte.com 

\Ve have audited Ihe accompanying financial stntements of Duke Euergy Kenn1cky. Inc. (the "Con1pa11y''), \Vhich 
co1nprise the balance sheets as of Decetuber 31, 2015 mul 2014. and the related statements of operations. 
chnng~ in conunon stockholder·s equity. and cash flo\\'S for the ::irears then ended. and the related notes io the 
financial state111ents. 

:\Ianage1nent's Responsibility for the Finanrial Statements 

1-f<lnagement is responsible for the preparation and fail' piesentation of these fntnncial state111ents in accordance 
-..vith accounting principles generally accepted in the Unitad States of .America; chis includes the design, 
in1ple1ne:utation, and nu1i11tei.1ance of inte1n11l control relevant to rhe preparation 11ncl fair preseurarion of financial 
statements that are free fron1111aterial misstate1neut. \Vhether due to frnud or error. 

Atulitors' Rrspousil>Hity 

Our responsibility is to express an opinion on these financial state1nents based on our audits. \Ve conducted otu· 
audits in nccordance \\'ith auditing standards generally aci::epted in the United States of A111erica. Those stand<lrcls 
require that \Ve plan and perfonn the audit to obtain reasonable asstu·ance about \Vhether the financial state1nenrs 
are free :from material 1nisstt1ten1ent. 

An audit in\'olves parfonning procedures to obrain audit evidence about the a1nounts and disclosures in the 
firuinci<il state1nents, The procedures ~elected depend on the auditor's judgu1e11t, including the assessment. of the 
ri<>ks of 111ataial lltisstateinent of the financfal staten1ents, \Vhethei· clue to fraud or error. In nmking those ri'>k 
assessn1enrs. the auditor considers inte111nl control relevant to the Con1pany's preparation and fair presentation of 
the fUWlcial state111e11ts in order to dasign audit procedures that are appropriate itl the cll-cun1srances, but not for 
the purpose of expressing an opinion on the effectiveness of the Con1pany's internal control. .J\ccordingly. \Ve 
express no such opinion. An audit also includes evaluating the appropriateness ofacco1uiting policies used and 
the reasonableness of significant accounting esrhnates 111ade, by 111anagen1ent, as well as e\·aluating the overall 
preseutarion of the financial staten1ents. 

We belie\·e that the audit e\ideuce we have obtained is sufficient and appropriate to provide a basis for our audit 
opi..u.ion. 

Opinion 

ln our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Duke Energy Kentucky, Inc. as of December 31, 2015 and 2014, and the results of 
its operations and its cash flows for the years then ended in accordance 1Nith accounting principles 
generally accepted in the United States of America. 

Emphasis of:\Iatter 

.A.s discussed in Note 13 to the financial staten1enrs, Duke Energy Kenn1cky, Inc. adopted . .\SU 2015-17. Income 
Taxes (Topic 740); Balance Sheet Classification of Dl';(erred Taxes effective Dec~n1ber 31. 2015 on a 
prosp~tive basis. 

J)~<:J-/ ~LLP 
.Niarch 16, 2016 

Member of 

DeKllr.e Touclle Tol1matsu Um<ted 
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DUKE ENERGY KENTUCKY, INC. Page 5 of 31 
STATEMENTS OF OPERATIONS 

Years Ended December 31, 

(in thousands) 2015 2014 
Operating Revenues 

Electric $ 359,196 $ 368,894 

Natural gas 102,354 124,403 

Total operating revenues 461,550 493,297 

Operating Expenses 

Fuel used in electric generation and purchased power 142,546 171,705 

Cost of natural gas 41,610 59,826' 
Operation, maintenance and other 133,403 133,085 

Depreciation and amortization 43,813 44,296 

Property and other taxes 13,089 13,516 

Total operating expenses 374,461 422,428 

Gains on Sales of Assets, net 245 

Operating Income 87,334 70,869 

Other Income and Expenses, net 1,075 1,896 

Interest Expense 14,172 16,345. 

Income Before Income Taxes 74,237 56,420 

Income-Tax Expense 28,061 21,118 

Net Income $ 46,176 $ 35,302 

See Notes to Financial Statements 
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BALANCE SHEETS 

December 31, 
(in thousands, except share amounts) 2015 2014 
ASSETS 
Current Assets 
Cash and cash equivalents $ 9,141 $ 11,307 

Receivables (net of allowance for doubtful accounts of $195 at December 31, 2015 and $187 at 
December 31, 2014) 5,488 2,248· 

Receivables from affiliated companies 11,499 25,567 
Inventory 44,141 52,900 
Regulatory assets 8,879 5,991 
Collateral assets 13,749 11,701 
Other 23,207 19,850 

Total current assets 116,104 129,564 
Other Assets 6,448 5,902 
Property, Plant and Equipment 
Cost 2,0791761 1,711,836 
Accumulated depreciation and al"!'lortization (923,578) (691,367) 
Generation facilities to be retired, net 8,601 

Net prope~. plant and eguiement 1,156,183 1,029,070 
Regulatory Assets and Deferred Debits 
Regulatory assets 61,411 47,694 
Other 332 297 

Total regulatory assets and deferred debits 61,743 47,991 
Total Assets $ 1,340,478 $ 1,212,527 
LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable $ 25,654 $ 22,578 
Accounts payable to affiliated companies 14,426 13,263 
Notes payable to affiliated companies 55,743 37,609 
Taxes accrued 10,550 14,483 
Interest accrued 3,343 3,346. 
Current maturities of long-term debt 101,519 1,615 
Regulatory liabilities 2,668 985 
Other 19,260 17,365 

Total current liabilities 233,163 111,244 
Long-Term Debt 192,508 294, 171 
Long-Term Debt Payable to Affiliated Companies 25,000 25,000 
Deferred Credits and Other Liabilities 

Deferred income taxes 289,642 271,308 
Investment tax credits 887 1,095 
Accrued pension and other post-retirement benefit costs 11,649 9,469 
Asset retirement obligations 103,500 8,122 
Regulatory liabilities 52,986 52,730 
Other 26, 711 26, 132 

Total deferred credits and other liabilities 485,375 368,856 
Commitments and Contingencies 
Equity 
Common Stock, $15.00 par value, 1,000,000 shares authorized and 585,333 shares outstanding at 
December 31, 2015 and December 31, 2014 8,780 8,780 

Additional paid-in-capital 167,494 167,494 
Retained earnings 228,158 236,982 

Total equi~ 404,432 413,256 
Total Liabilities and Egui!): $ 1,340,478 $ 1,212,527 

See Notes to Financial Statements 
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STATEMENTS OF CASH FLOWS 

Years Ended December 31, 

(in thousands) 2015 2014 

CASH FLOWS FROM OPERA TING ACTIVITIES 

Net income $ 46,176 $ 35,302 

Adjustments to reconcile net income _to net-cash provided by operating activities: 
Depreciation and amortization 44,497 44,904 

Gains on sales of assets, net (245) 

Deferred income taxes 23,462 14, 128 

Accrued pension and other postMretirement benefit costs 2,152 2,122 

Contributions to qualified pension plans (2,203) 

Payments for asset retirement. obligations (3,858) 

(Increase) decrease in 

Receivables (7,071) (8,936) 

Receivables from affiliated companies 14,068 432 

Inventory 9,017 (14, 180) 

Other current assets (10,443) (10,055) 

Increase (decrease) in 
Accounts payable (1,491) (1,320) 

Accounts payable to affiliated coffipanies 1,163 (4,941) 

Taxes accrued 2,645 3,496 

Other current liabilities 1,743 (1,181) 

Other assets (10,207) (9,661) 

Other liabilities 527 (7,299) 

Net cash provided by operating activities 109,932 42,811 

CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures (69,234) (56,001) 

Acquisitions (10,596) 

Notes receivable from affiliated companies 1,267 

Other (4,173) (5) 

Net cash used in investing activities (73,407) (65,335) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Payments for the redemption of long-term debt (1,615) (41,724) 

Notes payable to affiliated companies 18,134 62,609 

Dividends to parent (55,000) 

Other (210) (92) 

Net cash (used in) provided by financing activities (38,691) 20,793 

Net decrease in cash and cash equivalents (2,166) (1,731) 

Cash and cash equivalents at beginning of period 11,307 13,038 

Cash and cash equivalents at end of period $ 9,141 $ 11,307 

Supplemental Disclosures: 

Cash paid for interest, net of amount capitalized $ 13,492 $ 15,850 

Cash paid for income taxes 13,111 11,150 

Significant non-cash transactions: 

Accrued capital expenditures 7,511 3,173 

See Notes to Financial Statements 
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STATEMENTS DF CHANGES IN EQUITY 

Additional 
Common Paid-in Retained Total 

(in thousands) Stock Capital Earnings Equity 

Balance at December 31, 2013 $ 8,780 $ 167,494 $ 201,680 $ 377,954 

Net income 35,302 35,302 

Balance at December 31, 2014 $ 8,780 $ 167,494 $ 236,982 $ 413,256 

Net income 46,176 46,176 

Dividends to parent (55,000) (55,000) 

Balance at December 31, 2015 $ 8,780 $ 167,494 $ 228,158 $ 404,432 

See Notes to Financial Statements 
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Duke Energy Kentucky, Inc. (Duke Energy Kentucky) is a combination electric and natural gas public utility company that provides service in 
northern Kentucky. Duke Energy Kentucky's principal lines of business include generation, transmission, distribution and sale of electricity, as 
well as the transportation and sale of natural gas. Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service 
Commission (KPSC) and the Federal Energy Regulatory Commission (FERG). Duke Energy Kentucky's common stock is wholly owned by 
Duke Energy Ohio, Inc. (Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy). 

Duke Energy Kentucky acquired The Dayton Power and Light Company's (DP&L) 31 percent interest in East Bend Station on December 30, 
2014. Following the acquisition, Duke Energy Kentucky owns 100 percent of the East Bend Station. Duke Energy Kentucky's proportionate 
ownership share of the East Bend Station's results of operations and cash flows are included in the accompanying financial statements for the 
year ended December 31, 2014. See Note 2 for further discussion. 

Certain prior year amounts have been reclassified to conform to the current year presentation. 

Other Current Assets and Liabilities 

The following table provides detail of certain amounts included in Other within Current Assets or Current Liabilities. 

(in thousands) Location 

Income taxes.receivable Current Assets $ 

Other receivable and prepaid assets Current Assets 

Collateral liabilities Current Liabilities 

December 31, 

2015 2014 

13,410 $ 6,578 

6,883 9,433 

10,131 9,882 

The current portion of deferred tax assets is included within Other in Current Assets at December 31, 2014. Due to the adoption of new 
accounting guidance issued by the Financial Accounting Standards Board (FASB) related to the balance sheet classification of deferred taxes, 
all deferred tax assets and liabilities are classified as noncurrent at December 31, 2015. See Note 13 for further information. 

SIGNIFICANT ACCOUNTING POLICIES 

Use of Estimates 

In preparing financial statements that conform to generally accepted accounting principles (GAAP) in the United States (U.S.), Duke Energy 
Kentucky must make estimates and assumptions that affect the reported amounts of assets and liabilities, the reported amounts of revenues 
and expenses, and the disclosure of contingent assets and liabilities at the date of the financial statements. Actual results could differ from 
those estimates. 

Regulatory Accounting 

The majority of Duke Energy Kentucky's operations are subject to price regulation for the sale of electricity and natural gas by the KPSC or 
FERG. V\Jhen prices are set on the basis of specific costs of the regulated operations and an effective franchise is in place such that sufficient 
natural gas or electric services can be sold to recover those costs, Duke Energy Kentucky applies regulatory accounting. Regulatory 
accounting changes the timing of the recognition of costs or revenues relative to a company that does not apply regulatory accounting. As a 
result, regulatory assets and regulatory liabilities are recognized on the Balance Sheets. Regulatory assets and liabilities are amortized 
consistent with the treatment of the related cost in the ratemaking process. See Note 2 for further infomlation. 

Regulated Fuel Costs and Purchased Power 

Duke Energy Kentucky utilizes cost-tracking mechanisms, commonly referred to as fuel adjustment clauses. These clauses allow for the 
recovery of fuel and fuel-related costs and portions of purchased power costs through surcharges on customer rates. The difference between 
the costs incurred and the surcharge revenues is recorded as an adjustment to Fuel used in electric generation and purchased power and 
Cost of natural gas on the Statements of Operations with an off-setting impact on regulatory assets or liabilities. 

Cash and Cash Equivalents 

All highly liquid investments with maturities of three months or less at the date of acquisition are considered cash equivalents. 
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Inventory is used for operations and is recorded primarily using the average cost method. Inventory related to regulated operations is valued at 
historical cost. 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. The components of inventory are 
presented in the table below. 

December 31, 

(in thousands) 2015 2014 

Materials and supplies $ 22,550 $ 26,048 

Coal held for electric generation 16,282 20,342' 

Natural gas held In storage 5,309 6,510 

Total inventory $ 44,141 $ 52,900 

Property, Plant and Equipment 

Property, plant and equipment are stated at the lower of depreciated historical cost net of any disallowances or fair value, if impaired. Duke 
Energy Kentucky capitalizes all construction-related direct labor and material costs, as well as indirect construction costs such as general 
engineering, taxes and financing costs. Refer to Allowance for Funds Used During Construction (AFUDC) and Asset Retirement Obligations 
(ARO), respectively, for further information on capitalized financing costs and legal obligations associated with the retirement of property, plant 
and equipment. Costs of renewals and betterments that extend the useful life of property, plant and equipment are also capitalized. The cost of 
repairs, replacements and major maintenance projects, which do not extend the useful life or increase the expected output of the asset, is 
expensed as incurred. Depreciation is generally computed over the estimated useful life of the asset using the composite straight-line method. 
Depreciation studies are conducted periodically to update composite rates and are approved by the KPSC and/or the FERC when required. 
The composite weighted average depreciation rates were 2.4 percent and 2.6 percent for the years ended December 31, 2015 and 2014, 
respectively. 

In general, when Duke Energy Kentucky retires its regulated property, plant and equipment, original cost plus the cost of retirement, less 
salvage value, is charged to accumulated depreciation. However, when it becomes probable a regulated asset will be retired substantially in 
advance of its original expected useful life or wilt be abandoned, the cost of the asset and the corresponding accumulated depreciation is 
recognized as a separate asset. If the asset is still in operation, the net amount is classified as Generation facilitles to be retired, net on the 
Balance Sheets. If the asset Is no longer operating, the net amount is classified in Regulatory assets on the Balance Sheets. The carrying 
value of the asset is based on historical cost if Duke Energy Kentucky is allowed to recover the remaining net book value and a return equal to 
at least the incremental borrowing rate. If not, an impairment is recognized to the extent the net book value of the asset exceeds the present 
value of future revenues discounted at the incremental borrowing rate. 

When Duke Energy Kentucky sells entire regulated operating units, the original cost and accumulated depreciation and amortization balances 
are removed from Property, Plant and Equipment on the Balance Sheets. Any gain or loss is recorded in earnings, unless otheiwise required 
by the applicable regulatory body. 

See Note 6 for further information. 

Allowance for Funds Used During Construction (AFUDC) 

For regulated operations, the debt and equity costs of financing the construction of property, plant and equipment are reflected as AFUDC and 
capitalized as a component of the cost of property, plant and equipment. AFUDC equity is reported on the Statements of Operations as non
cash income in Other Income and Expenses, net. AFUDC debt is reported as a non-cash offset to Interest Expense. After construction is 
completed, Duke Energy Kentucky is permitted to recover these costs through their inclusion in rate base and the corresponding subsequent 
depreciation or amortization of those regulated assets. 

AFUDC equity, a permanent difference for income taxes, reduces the effective tax rate when capitalized and increases the effective tax rate 
when depreciated or amortized. 

Asset Retirement Obligations (ARO) 

AROs are recognized for legal obligations associated with the retirement of property, plant and equipment. Vv'hen recording an ARO, the 
present value of the projected liability is recognized in the period in which it is incurred, if a reasonable estimate of fair value can be made. The 
liability is accreted over time. For operating plants, the present value of the liability is added to the cost of the associated asset and 
depreciated over the remaining life of the asset. For retired plants, the present value of the liability is recorded as a regulatory asset. 

The present value of the initial obligation and subsequent updates are based on discounted cash flows, which include estimates regarding 
timing of future cash flows, selection of discount rates and cost escalation rates, among other factors. These estimates are subject to change. 
Depreciation expense is adjusted prospectively for any changes to the carrying amount of the associated asset. Duke Energy Kentucky 
receives amounts to fund the cost of the ARO from regulated revenues. As a result, the net of amounts recovered in regulated revenues, 
accretion expense and depreciation of the associated asset is deferred as a regulatory asset or liability. 

Obligations for closure of ash basins are based upon discounted cash flows of estimated costs for specific plans, if known, or probability 
weightings of the potential closure methods if the closure plans are under development and multiple closure options are being considered and 
evaluated on a site-by-site basis. 

See Note 5 for further information. 
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Comprehensive income is defined as the change in equity of a business enterprise during a period from transactions and other events and 
circumstances from non-owner sources. Comprehensive income is the same as net income for all periods presented. Therefore, a separate 
statement of comprehensive income is not included in the accompanying financial statements. 

Revenue Recognition and Unbilled Revenue 

Revenues on sales of electricity and natural gas are recognized when service is provided or the product is delivered. Unbilled revenues are 
recognized by applying customer billing rates to the estimated volumes of energy delivered but not yet billed. Unbilled revenues can vary 
significantly from period to period as a result of seasonality, weather, customer usage patterns, customer mix, average price in effect for 
customer classes, timing of rendering customer bills and meter reading schedules. 

Duke Energy Kentucky sells, on a revolving basis, nearly all of its retail accounts receivable, including receivables for unbilled revenues, to an 
affiliate, Cinergy Receivables Company, LLC (CRC). As discussed further in Note 11, Duke Energy Kentucky accounts for the transfers of 
receivables to CRC as sales. Accordingly, the receivables sold are not reflected on the Balance Sheets. Receivables for unbilled revenues 
related to retail accounts receivable included in the sales of accounts receivable to CRC at December 31, 2015 and 2014, were $16 million 
and $19 million, respectively. 

Unbilled revenues, which are recorded as Receivables on the Balance Sheets and exclude receivables sold to CRC, primarily include 
wholesale related revenues and totaled $674 thousand at December 31, 2015 and were not a significant amount at December 31, 2014. 

Derivatives and Hedging 

Derivative and non-derivative instruments may be used in connection with 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 exception, are recorded on the Balance Sheets at fair value. For activity subject to regulatory accounting, gains and 
losses on derivative contracts are reflected as regulatory assets or liabilities and not as other comprehensive income or current period income. 
As a result, changes in fair value of these derivatives have no immediate earnings impact. 

See Note 9 for further information. 

Unamortized Debt Premium, Discount and Expense 

Premiums, discounts and expenses incurred with the issuance of outstanding long-term debt are amortized over the term of the debt issue. 
Call premiums and unamortized expenses associated with refinancing higher-cost debt obligations used to finance regulated assets are 
amortized. Amortization expense is recorded as Interest Expense in the Statements of Operations and is reflected as Depreciation and 
amortization within Net cash provided by operating activities on the Statements of Cash Flows. 

During 2015, Duke Energy retrospectively adopted revised accounting guidance related to the presentation of debt issuance costs. 
Unamortized debt issuance costs are presented as a reduction of the debt amount and included in Long-Term Debt on the Balance Sheets 
presented. Refer to the discussion of New Accounting Standards for further information. 

Loss Contingencies and Environmental Liabilities 

Contingent losses are recorded when it is probable a loss has occurred and can be reasonably estimated. When a range of the probable loss 
exists and no amount within the range is a better estimate than any other amount, the minimum amount in the range is recorded. Unless 
otherwise required by GAAP, legal fees are expensed as incurred. 

Environmental liabilities are recorded on an undiscounted basis when environmental remediation or other liabilities become probable and can 
be reasonably estimated. Environmental expenditures related to past operations that do not generate current or future revenues are 
expensed. Environmental expenditures related to operations that generate current or future revenues are expensed or capitalized, as 
appropriate. Certain environmental expenditures receive regulatory accounting treatment and are recorded as regulatory assets. 

See Notes 2 and 3 for further information. 

Pension and Other Post-Retirement Benefit Plans 

Duke Energy maintains qualified, non-qualified and other post-retirement benefit plans. Eligible employees of Duke Energy Kentucky 
participate in the respective qualified, non-qualified and other post-retirement benefit plans and Duke Energy Kentucky is allocated its 
proportionate share of benefit costs. See Note 12 for further information. 

Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and foreign jurisdictional returns. Duke Energy 
Kentucky entered into a tax-sharing agreement with Duke Energy, and income taxes recorded represent amounts Duke Energy Kentucky 
would incur as a separate C-Corporation. Deferred income taxes have been provided for temporary differences between GAAP and tax bases 
of assets and liabilities because the differences create taxable or tax-deductible amounts for future periods. Investment tax credits associated 
with regulated operations are deferred and amortized as a reduction of income tax expense over the estimated useful lives of the related 
properties. 
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Positions taken or expected to be taken on tax returns, including the decision to exclude certain income or transactions from a return, are 
recognized in the financial statements when it is more likely than not the tax position can be sustained based solely on the technical merits of 
the position. The largest amount of tax benefit that is greater than 50 percent likely of being effectively settled is recorded. Management 
considers a tax position effectively settled when: (i) the taxing authority has completed its examination procedures, including all appeals and 
administrative reviews: (ii) Duke Energy Kentucky does not intend to appeal or litigate the tax position included in the completed examination; 
and (iii) it is remote the taxing authority would examine or re-examine the tax position. The amount of a tax return position that is not 
recognized in the financial statements is disclosed as an unrecognized tax benefit. If these unrecognized tax benefits are later recognized, 
then there will be a decrease in income taxes payable, an income tax refund or a reclassification between deferred and current taxes payable. 
If the portion of tax benefits that has been recognized changes and those tax benefits are subsequently derecognized, then the previously 
recognized tax benefits may impact the financial statements through Increasing income taxes payable, reducing income tax refunds receivable 
or changing deferred taxes. Changes in assumptions on tax benefits may also impact interest expense or interest income and may result in 
the recognition of tax penalties. 

Tax-related interest and penalties are recorded in Interest Expense and Other Income and Expenses, net, in the Statements of Operations. 

See Note 13 for further information. 

NEW ACCOUNTING STANDARDS 

The new accounting standards adopted for 2015 and 2014 had no material impact on the presentation or results of operations, cash flows or 
financial position of Duke Energy Kentucky. The following accounting standards were adopted by Duke Energy Kentucky during 2015. 

Balance Sheet Classification of Deferred Taxes. In November 2015, the FASB issued revised accounting guidance for the Balance Sheet 
classification of deferred taxes. The core principle of this revised accounting guidance is that all deferred tax assets and liabilities should be 
classified as noncurrent. For Duke Energy Kentucky, this revised accounting guidance was adopted prospectively for December 31, 2015. The 
Balance Sheet as of December 31, 2014 does not reflect this reclassification of current deferred tax assets and liabilities. See Note 13 for 
further information on the impact from adoption of this accounting standard. 

Balance Sheet Presentation of Debt Issuance Costs. In April and August 2015, the FASB issued revised accounting guidance for the 
presentation of debt issuance costs. The core principle of this revised accounting guidance is that debt issuance costs are not assets, but 
adjustments to the carrying cost of debt. For Duke Energy Kentucky, this revised accounting guidance was adopted retrospectively to 
December 31, 2014. 

The implementation of this accounting standard resulted in a reduction of Other within Regulatory Assets and Deferred Debits and in Long
Term Debt of approximately $1 million and $2 million on the Balance Sheets as of December 31, 2015 and 2014, respectively. 

The following new accounting standards were issued, but have not yet been adopted by Duke Energy Kentucky, as of December 31, 2015. 

Revenue from Contracts with Customers. Jn May 2014, the FASB issued revised accounting guidance for revenue recognition from 
contracts with customers. The core principle of this guidance is that an entity should recognize revenue to depict the transfer of promised 
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those 
goods or services. The amendments in this update also require disclosure of sufficient information to allow users to understand the nature, 
amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. 

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2018, although it can be early 
adopted for annual periods beginning January 1, 2017. The guidance can be applied retroactively to all prior reporting periods presented or 
retrospectively with a cumulative effect as of the initial date of application. Duke Energy Kentucky is currently evaluating the requirements. The 
ultimate impact of the new standard has not yet been determined. 

Leases. In February 2016, the FASB issued revised accounting guidance for leases. The core principle of this guidance is that a lessee 
should recognize the assets and liabilities that arise from leases on the balance sheet. For Duke Energy Kentucky, this guidance is effective 
for interim and annual periods beginning January 1, 2019, although it can be early adopted. The guidance is applied using a modified 
retrospective approach. Duke Energy Kentucky is currently evaluating the requirements. Other than an expected increase in assets and 
liabilities, the ultimate impact of the new standard has not yet been determined. 

2. REGULATORY MATTERS 

REGULATORY ASSETS AND LIABILITIES 

Duke Energy Kentucky records assets and liabilities that result from the ratemaking process. See Note 1 for further information. 
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The following table represents the regulatory assets and liabilities on the Balance Sheets. 

(in thousands) 

Regulatory Assets!aJ 

Accrued pension and other post-retirement benefits 

East Bend deferrals 

Demand side managemenUEnergy efficiency costs 

Hedge costs and other deferrals 

Storm cost deferrals 

AROs - coal ash 

Vacation accrual 

Deferred debt expense 

Natural gas purchase costs 

Carbon management research grant 

Profit sharing mechanism 

Net regulatory (liability) asset related to income taxes 

Total regulatory assets 

Less: current portion 

Total noncurrent regulatory assets 

Regulatory Liabilities-• 

Costs of removal 

Accrued pension and other post-retirement benefits 

Hedge costs and other deferrals 

Deferred fuel 

Profit sharing mechanism 

Other 

Total regulatory liabilities 

Less: current portion 

Total noncurrent regulatory liabilities 

$ 

$ 

$ 

$ 

(a) Regulatory assets and liabilities are excluded from rate base unless otherwise noted. 
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December 31, 

2015 2014 

28,289 $ 24,806 

16,465 

61663 8,973 

6,221 6,250 

4,913 4,913 

4,425 

1,440 1,591 

1,721 1,988 

579 1,921 

1,400 1,200 

1,091 

(1,826) 952 

70,290 53,685 

8,879 5,991 

61,411 $ 47,694 

48,032 $ 48,875 

4,937 3,835 

979 611 

973 374 

717 

16 20 

55,654 53,715 

2,668 985 

52,986 $ 52,730 

Recovery/Refund 
Period Ends 

<n 
(b) 

(b)(c) 

(d) 

(b) 

(b) 

2016 

2036 

2016 

(b) 

(b) 

(e) 

<n 
(d) 

2016 

2016 

(b) 

(b) The expected recovery or refund period varies for these amounts or has not been determined. 
(c) Deferred costs are recovered through a rider mechanism. 
(d) Recovery varies over the life of the associated instrument. 
(e) Represents funds received from customers to cover future removal of property, plant and equipment from retired or abandoned sites 

as property is retired. Included in rate base and recovered over the life of associated assets. 
(f) The regulatory asset or liability is amortized with the recognition of actuarial gains or losses and prior service cost and net periodic 

benefit costs for pension and OPEB plans. See Note 12 for further information. 

RATE RELATED INFORMATION 

The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERG approves rates for 
electric sales to wholesale customers served under cost-based rates, as well as sales of transmission service. 

Accelerated Natural Gas Service Line Replacement Program 

On July 6, 2015, Duke Energy Kentucky filed an application for approval of an accelerated natural gas service line replacement program (ASRP). 
Under the ASRP, Duke Energy Kentucky proposed to replace certain natural gas service lines on an accelerated basis over a five year 
period. Through the ASRP, Duke Energy Kentucky also proposed to complete preliminary survey and investigation work related to natural gas 
service lines that are customer-owned and for which it does not have valid records and, further, to relocate interior natural gas meters to suitable 
exterior locations where such relocation can be accomplished. Duke Energy Kentucky estimates total capital and operations and maintenance 
expenditures under the ASRP to approximate $50 million. The filing also sought approval of a rider for ASRP expenditures to be recovered (Rider 
ASRP) which Duke Energy Kentucky would update on an annual basis. 

Duke Energy Kentucky reached a settlement with the lone intervenor, the Kentucky Attorney General, which included the following key terms: 
(i) 9.7 percent return on equity; (ii) meter relocations only where code violations exist: (iii) one year rate stay-out, with exceptions; and, (iv) an 
annual $1.00 per month cap on Rider ASRP rate increases for residential customers. On February 2, 2016, the KPSC issued an order 
approving the settlement. 
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Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets to effect a RTO realignment from Mid continent 
Independent System Operator, Inc. (MISO) to PJM Interconnection, LLC (PJM), effective December 31, 2011. 

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to 
seek double-recovery in a future rate case of the transmission expansion fees that may be charged by MISO and PJM in the same period or 
overlapping periods. Duke Energy Kentucky is not currently recovering PJM or MISO transmission expansion fees through current base rates. 

Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation and share of 
MISO Transmission Expansion Planning (MTEP) costs, excluding Multi Value Projects (MVP). This liability was recorded within Other in 
Current Liabilities and Other in Deferred Credits and Other Liabilities on the Balance Sheets. 

The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MISO. 

(in thousands) Oecember31, 2014 

MISO withdrawal liability $ 20,217 

MVP 

Provision I 
Adjustments 

$ 724 $ 

Cash 
Reductions December 31 1 2015 

(1,010) $ 19,931 

MISO approved 17 MVP proposals prior to Duke Energy Ohio and Duke Energy Kentucky's exit from MISO on December 31, 2011. 
Construction of these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, 
property and income taxes, depreciation and an allowed return, are allocated and billed to MISO transmission owners. 

On December 29, 2011, MISO filed a tariff with the FERG providing for the allocation of MVP costs to a withdrawing owner based on monthly 
energy usage. The FERG set for hearing (i) whether MISO's proposed cost allocation methodology to transmission owners who withdrew from 
MISO prior to January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO and, (ii) if not, what the amount of and 
methodology for calculating any MVP cost responsibility should be. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the 
period from 2012 to 2071 at $450 million, on an undiscounted basis. On July 16, 2013, a FERG Administrative Law Judge (ALJ) issued an 
initial decision. Under this initial decision, Duke Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio 
and Duke Energy Kentucky filed exceptions to the initial decision, requesting FERC to overturn the ALJ's decision. 

On October 29, 2015, the FERC issued an order reversing theALJ's decision. The FERG ruled the cost allocation methodology is not 
consistent with the MISO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from 
MISO. On November 30, 2015, MISO filed with the FERC a request for rehearing. Duke Energy Kentucky cannot predict the outcome of this 
matter. 

FERC Transmission Return on Equity and MTEP Cost Settlement 

On October 14, 2011, Duke Energy Ohio and Duke Energy Kentucky submitted with the FERG proposed modifications to the PJM 
Interconnection Open Access Transmission Tariff pertaining to recovery of the transmission revenue requirement as PJM transmission owners. 
The filing was made in connection with Duke Energy Ohio's and Duke Energy Kentucky's move from MISO to PJM effective 
December 31, 2011. On April 24, 2012, the FERG issued an order accepting the proposed filing effective January 1, 2012, except that the 
order denied a request to recover certain costs associated with the move from MISO to PJM without prejudice to the right to submit another 
filing seeking such recovery and including certain additional evidence, and set the rate of return on equity of 12.38 percent for settlement and 
hearing. On April 16, 2015, the FERG approved a settlement agreement between Duke Energy Ohio, Duke Energy Kentucky and six PJM 
transmission customers with load in the Duke Energy Ohio and Duke Energy Kentucky zone. The principal terms of the settlement agreement 
are that, effective upon the date of FERG approval, (i) the return on equity for wholesale transmission service is reduced to 11.38 percent, (ii) 
the settling parties agreed not to seek a change in the return on equity that would be effective prior to June 1, 2017, and (iii) Duke Energy Ohio 
and Duke Energy Kentucky will recover 30 percent of the wholesale portion of costs arising from their obligation to pay any portion of the costs 
of projects included in any MTEP that was approved prior to the date of Duke Energy Ohio's and Duke Energy Kentucky's integration into 
PJM. 

OTHER REGULATORY MATTERS 

PJM Capacity Performance Proposal 

On June 9, 2015, the FERC ruled in favor of PJM on a revised Tariff and Reliability Assurance Agreement including implementation of a 
Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation non·performance. The CP 
proposal includes performance·based penalties for non·compliance. Duke Energy Kentucky is a Fixed Resource Requirement (FRR) entity, 
and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to Duke Energy Kentucky in the 
delivery year beginning June 1, 2019, with full compliance beginning June 1, 2020. 

Duke Energy Kentucky is evaluating potential strategies for compliance and required investment. The regulatory treatment of CP compliance 
costs and potential penalties has not been determined. The ruling could result in an adverse impact on Duke Energy Kentucky's future results 
of operations and cash flows. Duke Energy Kentucky cannot predict the outcome of this matter. 
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On June 10, 2015, Duke Energy Kentucky filed an application with the KPSC seeking approval to record ARO amounts and other compliance 
obligations related to the disposal of coal combustion residuals (CCR) at the East Bend Station as regulatory assets and to defer costs 
incurred, including carrying costs. The application was approved in December 2015. The approval imposed annual reporting requirements to 
provide ARO calculations that reflect any studies, reports or updated assumptions related to the ARO balance and a CCR Compliance 
Regulatory Asset report to include the annual spend and carrying costs incurred. 

Refer to Note 5 for further information on the U.S. Environmental Protection Agency's (EPA) rule to regulate the disposal of CCR from electric 
utilities as solid waste. 

East Bend Station 

On December 30, 2014, Duke Energy Kentucky acquired The Dayton Power and Light Company's 31 percent interest in the jointly owned 
East Bend Station for approximately $12.4 million. Duke Energy Kentucky owns 100 percent of the East Bend Station as a result of the 
acquisition. The KPSC approved the deferral of incremental operations and maintenance costs related to the additional ownership interest 
above amounts currently reflected in base rates. 

The purchase price, in accordance with FERG guidelines, was reflected with the net purchase amount as an increase to property, plant and 
equipment as of December 31, 2014, and subsequently with the DP&L's historical original cost as an increase to property, plant and 
equipment and accumulated depreciation as of December 31, 2015. On August 20, 2015, the KPSC approved Duke Energy Kentucky's 
application to use the purchase price as the value of the newly acquired interest in the East Bend Station for depreciation purposes and 
ratemaking and to create a regulatory asset for recovery. 

3. COMMITMENTS AND CONTINGENCIES 

GENERAL INSURANCE 

Duke Energy Kentucky has insurance and/or reinsurance coverage either directly or through indemnification from Duke Energy's captive 
insurance company, Bison Insurance Company Limited, and its affiliates, consistent with companies engaged in similar commercial operations 
with similar type properties. Duke Energy Kentucky's coverage includes (i) commercial general liability coverage for liabilities arising to third 
parties for bodily injury and property damage; (ii) workers' compensation; (iii) automobile liability coverage; and (iv) property coverage for all 
real and personal property damage. Real and personal property damage coverage excludes electric transmission and distribution lines, but 
includes damages arising from boiler and machinery breakdowns, earthquakes, flood damage and extra expense, but not outage or 
replacement power coverage. All coverage Is subject to certain deductibles or retentions, sublimits, exclusions, terms and conditions that are 
common for companies with similar types of operations. Duke Energy Kentucky self-insures its electric transmission and distribution lines 
against loss due to storm damage and other natural disasters. 

The cost of Duke Energy Kentucky's coverage can fluctuate year to year reflecting claims history and conditions of the insurance and 
reinsurance markets. 

In the event of a loss, terms and amounts 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 a material effect on Duke Energy 
Kentucky's results of operations, cash flows or financial position. Duke Energy Kentucky is responsible to the extent losses may exceed limits 
of the coverage available. 

ENVIRONMENTAL 

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

Remediation Activities 

In addition to the AROs discussed in Note 5, Duke Energy Kentucky is responsible for environmental remediation at various sites. These 
include some properties that are part of ongoing operations and sites formerly owned or used by Duke Energy Kentucky. These sites are in 
various stages of investigation, remediation and monitoring. Managed in conjunction with relevant federal, state and local agencies, 
remediation activities vary based upon site condition and location, remediation requirements, complexity and sharing of responsibility. If 
remediation activities involve joint and several liability provisions, strict liability, or cost recovery or contribution actions, Duke Energy Kentucky 
could potentially be held responsible for environmental impacts caused by other potentially responsible parties, and may also benefit from 
insurance policies or contractual indemnities that cover some or all cleanup costs. Liabilities are recorded when tosses become probable and 
are reasonably estimable. The total costs that may be incurred cannot be estimated because the extent of environmental impact, allocation 
among potentially responsible parties, remediation alternatives and/or regulatory decisions have not yet been determined. Additional costs 
associated with remediation activities are likely to be incurred in the future and could be significant. Costs are typically expensed as Operation, 
maintenance and other in the Statements of Operations unless regulatory recovery of the costs is deemed probable. 

Duke Energy Kentucky has accrued approximately $515 thousand for probable and estimable costs related to its various environmental sites. 
These amounts are recorded in Other within Deferred Credits and Other Liabilities on the Balance Sheets. Additional losses in excess of 
recorded reserves are expected to be immaterial for the stages of investigation, remediation and monitoring for the environmental sites that 
have been evaluated. The maximum amount of the range for all stages of Duke Energy Kentucky's environmental sites cannot be determined 
at this time. 
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On October 23, 2015, the EPA published in the Federal Register the Clean Power Plan (CPP) rule for regulating carbon dioxide (C02) 

emissions from existing fossil fuel-fired electric generating units. The CPP establishes C02 emission rates and mass cap goals that apply to 
fossil fuel-fired generation. Under the CPP, states are required to develop and submit a final compliance plan, or an initial plan with an 
extension request, to the EPA by September 6, 2016, or no later than September 6, 2018, with an approved extension. These state plans are 
subject to EPA approval, with a federal plan applied to states that fail to submit a plan to the EPA or if a state plan is not approved. Legal 
challenges to the CPP have been filed by stakeholders and motions to stay the requirements of the rule pending the outcome of the litigation 
were granted by the U.S. Supreme Court in February 2016. Final resolution of these legal challenges could take several years. Compliance 
with CPP could cause the industry to replace coal generation with natural gas and renewables, especially in states that have significant C02 

reduction targets under the rule. Costs to operate coal-fired generation plants continue to grow due to increasing environmental compliance 
requirements, including ash management costs unrelated to CPP, and this may result in the retirement of coal-fired generation plants earlier 
than the current useful lives. Duke Energy Kentucky continues to evaluate the need to retire generating facilities and plans to seek regulatory 
recovery, where appropriate, for amounts that have not been recovered upon asset retirements. However, recovery is subject to future 
regulatory approval, including the recovery of carrying costs on remaining book values, and therefore cannot be assured. 

LITIGATION 

Duke Energy Kentucky is involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which 
involve significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its 
results of operations, cash flows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies 
as incurred. 

OTHER COMMITMENTS AND CONTINGENCIES 

General 

As part of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various third parties. These guarantees involve elements of performance 
and credit risk which are not included on the Balance Sheets. The possibility of Duke Energy Kentucky having to honor its contingencies is 
largely dependent upon future operations of various third parties or the occurrence of certain future events. 

Operating and Capital Lease Commitments 

Duke Energy Kentucky leases vehicles, computer equipment and other property and equipment with various terms and expiration dates. 
Capitalized lease obligations are classified as Long-Term Debt on the Balance Sheets. Amortization of assets recorded under capital leases is 
included in Depreciation and amortization on the Statements of Operations. 

Rental expense for operating leases, which is included in Operation, maintenance and other on the Statements of Operations, was $2 million 
for the years ended December 31, 2015 and 2014, respectively. 

The following table presents future minimum lease payments under operating leases, which at inception had a non-cancelable term of more 
than one year, and capital leases as of December 31, 2015. 

(in thousands) Operating Leases Capital Leases 

2016 $ 2,250 $ 1,730 

2017 1,912 853 

2018 1,233 1,053 

2019 483 499 

2020 311 265 

Thereafter 508 

Minimum annual payments 6,697 4,400 

Less: amount representing interest (728) 

Total $ 6,697 $ 3,672 
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4. DEBT AND CREDIT FACILITIES 

SUMMARY OF DEBT AND RELATED TERMS 

The following table summarizes outstanding debt. 

(In thousands) 

Unsecured debt 

Capital leases 
Tax-exempt bonds(aJ(b) 

Money pool borrowings<bJ(cJ 

Unamortized debt discount and premium, net 

Unamortized debt Issuance costs 

Total debt 

Short-term money pool borrowings 

Current maturities of long-term debt 

Total long-term debt 
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December 31, 

Weighted 
Average 
Interest 

Rate Year Due 2015 

5,37°/o 2016-2036 $ 215,000 

5. 73o/o 2016-2020 3,672 

a. 73o/o 2027 76,720 

0.76o/o 80,743 

(389) 

(976) 

3.44o/o $ 374,770 

(55,743) 

(101,519) 

$ 217,508 

2014 

$ 215,851 . 

5,287 

76,720: 

62,609 

(441) 

(1,631) 

$ 355,395 

(37,609) 

(1,615) 

$ 319,171 

(a) Includes $27 million that is secured by a bilateral letter of credit agreement. 
(b) Floating-rate debt. At December 31, 2014, the weighted average interest rate was 0.70o/o for tax-exempt bonds. 
(c) Includes $25 million classified as Long-Term Debt Payable to Affiliated Companies on the Balance Sheets. 

CURRENT MATURITIES OF LONG-TERM DEBT 

At December 31, 2015, Duke Energy Kentucky had $50 million of senior unsecured notes with a 5.750% fixed interest rate due March 2016 
classified as Current maturities of long-term debt on the Balance Sheets. Duke Energy Kentucky currently anticipates satisfying this obligation 
with additional borrowings and available cash. 

At December 31, 2015, Duke Energy Kentucky had $50 million of tax-exempt bonds with a 1.120% floating interest rate and a maturity date of 
August 2027. However, the bonds have a mandatory put in December 2016 and are classified as Current maturities of long-term debt on the 
Balance Sheets. 

MATURITIES AND CALL OPTIONS 

The following table shows the annual maturities of long-term debt for the next five years and thereafter. 

(in thousands) December31, 2015 

2016 $ 101,519 

2017 687 

2018 887 

2019 100,230 

2020 25,180 

Thereafter 90,524 

Total long-term debt, including current maturities $ 319,027 

Duke Energy Kentucky has the ability under certain debt facilities to call and repay the obligation prior to its scheduled maturity. Therefore, the 
actual timing of future cash repayments could be materially different than as presented above. 

SHORT-TERM OBLIGATIONS CLASSIFIED AS LONG-TERM DEBT 

Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and money pool borrowings, which are short-term 
obligations by nature, are classified as long-term due to Duke Energy Kentucky's intent and ability to utilize such borrowings as long-term 
financing. As Duke Energy's Master Credit Facility and Duke Energy Kentucky's other bilateral letter of credit agreements have non-cancelable 
terms in excess of one year as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a 
long-term basis. See "Available Credit Facilities" below for additional information. 

At December 31, 2015 and 2014, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as Long-Term 
Debt and Long-Term Debt Payable to Affiliated Companies, respectively, on the Balance Sheets. 
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In January 2016, Duke Energy Kentucky issued $95 million of unsecured debentures, of which $45 million carry a fixed interest rate of 3.42 
percent and mature January 15, 2026, and $50 million carry a fixed interest rate of 4.45 percent and mature January 15, 2046. Proceeds will 
primarily be used to refinance existing debt, including money pool borrowings, capital expenditures and for general corporate purposes. 

AVAILABLE CREDIT FACILITIES 

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion through January 2020. Duke Energy Kentucky has borrowing capacity 
under the Master Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke 
Energy Kentucky's borrowing sublimit, subject to a maximum sublimit. The amount available to Duke Energy Kentucky under the Master Credit 
Facility may be reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that 
may be put to Duke Energy Kentucky at the option of the holder. At December 31, 2015, Duke Energy Kentucky had a borrowing sublimit of 
$125 million and available capacity of $51 million under the Master Credit Facility. 

Duke Energy Kentucky and-Duke Energy Indiana, Inc. (subsequently Duke Energy Indiana, LLC) (Duke Energy Indiana), a wholly owned 
subsidiary of Duke Energy, collectively have a $156 million bilateral letter of credit agreement expiring February 2019. Duke Energy Kentucky 
and Duke Energy Indiana may request the issuance of letters of credit up to $27 million and $129 million, respectively, on their behalf to 
support various series of tax-exempt bonds. This credit facility may not be used for any purpose other than to support the tax-exempt bonds. 

OTHER DEBT MATTERS 

Money Pool 

Duke Energy Kentucky receives support for its short-term borrowing needs through participation with Duke Energy and certain of its 
subsidiaries in a money pool arrangement. Under this arrangement, those companies with short-term funds may provide short-term loans to 
affiliates participating under this arrangement. The money pool is structured such that Duke Energy Kentucky separately manages its cash 
needs and working capital requirements. Accordingly, there is no net settlement of receivables and payables related to the money pool 
between the money pool participants. 

Money pool receivable balances are reflected within Notes receivable from affiliated companies in the Balance Sheets. The change in 
receivables is reflected within Investing Activities on the Statements of Cash Flows. Money pool payable balances are reflected within either 
Notes payable to affiliated companies or Long-Term Debt Payable to Affiliated Companies on the Balance Sheets. The change in payables are 
reflected within Financing Activities on the Statements of Cash Flows. 

Restrictive Debt Covenants 

Duke Energy Kentucky's debt and credit agreements contain various financial and other covenants. Failure to meet those covenants beyond 
applicable grace periods could result in accelerated due dates and/or termination of the agreements. As of December 31, 2015, Duke Energy 
Kentucky was in compliance with all covenants related to its debt agreements. In addition, some credit agreements may allow for acceleration 
of payments or termination of the agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or 
some of its subsidiaries. None of the debt or credit agreements contain material adverse change clauses. 

5. ASSET RETIREMENT OBLIGATIONS 

Duke Energy Kentucky records an ARO when it has a legal obligation to incur retirement costs associated with the retirement of a long-lived 
asset and the obligation can be reasonably estimated. Certain assets have an indeterminate life, and thus the fair value of the retirement 
obligation is not reasonably estimable. A liability for these AR Os will be recorded when a fair value is determinable. 

Duke Energy Kentucky's regulated electric and regulated natural gas operations accrue costs of removal for property that does not have an 
associated legal retirement obligation based on regulatory orders from the KPSC. These costs of removal are recorded as a regulatory liability 
in accordance with regulatory accounting treatment. See Note 2 for the estimated cost of removal for assets without an associated legal 
retirement obligation, which are included in Regulatory liabilities on the Balance Sheets as of December 31, 2015 and 2014. 

On April 17, 2015, the EPA published in the Federal Register a rule to regulate the disposal of CCR from electric utilities as solid waste. The 
federal regulation classifies CCR as nonhazardous waste under Subtitle D of the Resource Conservation and Recovery Act and allows 
beneficial use of CCRs with some restrictions. The regulation applies to all new and existing landfills, new and existing surface impoundments 
receiving CCR and existing surface impoundments that are no longer receiving CCR but contain liquid located at stations currently generating 
electricity (regardless of fuel source). The rule establishes requirements regarding landfill design, structural integrity design and assessment 
criteria for surface impoundments, groundwater monitoring and protection procedures and other operational and reporting procedures to 
ensure the safe disposal and management of CCR. In addition to the requirements of the federal CCR regulation, CCR landfills and surface 
impoundments will continue to be independently regulated by most states. 

During the second quarter of 2015, as a result of the EPA rule, Duke Energy Kentucky recorded additional ARO amounts for estimated ash 
basin closure costs at the East Bend Station. The ARO amount recorded represents the discounted cash flows for estimated closure costs of 
this ash basin. Actual costs to be incurred will be dependent upon site specific factors that include the method and time frame of closure. 
Closure methods considered include removing the water from the basins and capping the ash with a synthetic barrier, excavating and 
relocating the ash to a lined structural fill or lined landfill, or recycling the ash for concrete or some other beneficial use. The ultimate method 
and timetable for closure will be in compliance with standards set by the EPA rule and any state regulations. The ARO amount will be adjusted 
as additional information is gained through the closure process, including acceptance and approval of compliance approaches which may 
change management assumptions, and may result in a material change to the balance. 
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Balance Sheets. 

The following table presents the changes in the liability associated with AR Os. 

Years Ended December 31, 

(In thousands} 2015 2014 

Balance at beginning of period<aJ $ 6,122 $ 6,253 

Acquisitions Cb) 270 

Accretion expense 3,391 430 

Liabilities settledcc> (4,443) 

Liabilities incurred in the current yearCdJ 115,723 

RevisiOns to estimates of cash flows<eJ (19,293) 1,169 

Balance at end of period $ 103,500 $ 8,122 

(a) Primarily related to the retirement of natural gas mains, asbestos removal and closure of landfills at fossil generation facilities. 
(b) Acquired as a result of the purchase of Dayton Power and Light Company's ownership interest in the East Bend Station. 
(c) Settlement of liabilities related to ash basin closure costs at the East Bend Station. 
(d) Incurred as a result of the EPA's rule for disposal of CCR as solid waste. See Note 2 for further discussion of the approval granted 

by the KPSC to defer costs related to ash basin closure at the East Bend Station. 
(e) The 2015 amount primarily relates to ash basin closure costs. 

Cost recovery related to ash basin closures will be pursued through the normal ratemaklng process with the KPSC which permits recovery of 
necessary and prudently incurred costs associated with Duke Energy Kentucky's regulated operations. 

6. PROPERTY, PLANT AND EQUIPMENT 

The following table summarizes property, plant and equipment. 

(In thousands) 

Land 

Plant 

Electric generation, distribution and transmission<aJ 

Natural gas transmission and distributionCaJ 

Other buildings and improvements 

Equipment 

Construction in process 

Other 

Total property, plant and equipment 

Accumulated depreciation and amortizatlon{bl 

Generation facilities to be retired, net 

Net property, plant and equipment(c) 

Estimated Useful Life 

(Years) 

$ 

8-100 

12-50 

15-100 

5-25 

5-20 

$ 

December 31, 

2015 2014 

24,475 $ 22,452 

1,509,240 1,182,985 

438,055 428,082 

11,674 11,914 

16,464 15,888 

43,361 14,898 

36,492 35,617 

2,079,761 1,711,836 

(923,578) (691,367) 

8,601 

1,156,163 $ 1,029,070 

(a) Includes capitalized lease amounts of $32 million for each of the years ended December 31, 2015 and 2014. 
(b) Includes accumulated amortization of capitalized leases of $7 million and $6 million at December 31, 2015 and 2014, respectively. 
(c) The debt component of AFUDC totaled $225 thousand and $233 thousand at December 31, 2015 and 2014, respectively. 

7. OTHER INCOME AND EXPENSES, NET 

The components of Other Income and Expenses, net on the Statements of Operations are as follows. 

Years Ended December 31, 

(in thousands) 2015 2014 

lncome/{Expense): 

Interest income $ 1,019 $ 1,168 

AFUDC equity 620 498. 

Other (564) 230 

Other Income and Expense, net $ . 1.075 $ 1,896 
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Duke Energy Kentucky engages in related party transactions, which are generally performed at cost and in accordance with KPSC and FERG 
regulations. Material amounts related to transactions with related parties included in the Statements of Operations are presented in the 
following table. 

Years Ended December 31, 

(in thousands) 2015 2014 

Corporate governance and shared service expenses<aJ $ 77,884 $ 69,606 

(a) Duke Energy Kentucky is charged its proportionate share of costs, primarily related to human resources, employee benefits, legal 
and accounting fees, as well as other third party costs, from an unconsolidated affiliate that is a consolidated affiliate of Duke 
Energy. These amounts are recorded in Operation, maintenance and other within Operating Expenses on the Statements of 
Operations. 

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, including 
rental of office space, participation in a money pool arrangement with Duke Energy and certain of its subsidiaries, other operational 
transactions and its proportionate share of certain charged expenses. The net impact of these transactions was not material for each of the 
years ended December 31, 2015 and 2014. 

Certain trade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated entity formed by a subsidiary of 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. Refer to Notes 1 and 11 for further information related to the sales of these receivables. 

Refer to the Balance Sheets for amounts due to or due from related parties. 

lntercompany Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictional returns. Duke Energy Kentucky 
has a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Income taxes recorded represent 
amounts Duke Energy Kentucky would incur as a separate C-Corporation. For the years ended December 31, 2015 and 2014, Duke Energy 
Kentucky had intercompany tax receivable balances of $13 million and $5 million, respectively. 

9. DERIVATIVES AND HEDGING 

COMMODITY PRICE RISK 

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due 
to the use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the 
prices of electricity, fuel and emission allowances associated with its generation output not utilized to serve retail operations or committed toad 
(off-system, wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are primarily financial transmission rights. 

See Note 1 O for additional information on the fair value of commodity derivatives. 

INTEREST RATE RISK 

Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate 
debt. Interest rate risk is managed by limiting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. 
To manage risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate 
swaps and U.S. Treasury lock agreements. The notional amount of interest rate swaps outstanding was $26.7 million at December 31, 2015 
and December 31, 2014. Financial contracts entered into by Duke Energy Kentucky are not designated as a hedge because they are 
accounted for under regulatory accounting. VV'ith regulatory accounting, the mark-to-market gains or losses are deferred as regulatory assets 
or liabilities, respectively. Regulatory assets and liabilities are amortized consistent with the treatment of related costs in the ratemaking 
process. The accrual of interest on swaps is recorded as Interest Expense on the Statements of Operations. 

See Note 10 for additional information on the fair value of interest rate derivatives. 

CREDIT RISK 

Duke Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreements and establishes credit limits and 
monitors the appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements for retail electric customers are 
established by the KPSC. 

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

Duke Energy Kentucky also obtains cash or letters of credit from customers to provide credit support outside of collateral agreements, where 
appropriate, based on its financial analysis of the customer and the regulatory or contractual terms and conditions applicable to each 
transaction. 
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Fair value is the exchange price in an orderly transaction between market participants to sell an asset or transfer a liability at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
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 
maximize the use of observable inputs and minimize the use of unobservable inputs. A midmarket pricing convention (the midpoint price 
between bid and ask prices) is permitted for use as a practical expedient. 

Fair value measurements are classified in three levels based on the fair value hierarchy: 

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing 
pricing information. 

Level 2 -A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or indirectly, 
for an asset or liability. Inputs include (i) quoted prices for similar assets or liabilities in active markets, (ii) quoted prices for identical or similar 
assets or liabilities in markets that are not active, (iii) 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, and credit spreads. A Level 2 measurement 
cannot have more than an insignificant portion of its 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 3 -Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These inputs 
may be used with internally developed methodologies that result in management's best estimate of fair value. Level 3 measurements may 
include longer-term instruments that extend into periods in which observable inputs are not available. 

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at 
fair value, such as equity method investments or the company's own debt, at fair value. Duke Energy Kentucky has not elected to record any 
of these items at fair value. 

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more observable during the period. Duke Energy 
Kentucky's policy ls to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels 1, 2 or 3 during the years ended December 31, 2015 and 2014. 

Valuation methods of the primary fair value measurements disclosed below are as follows. 

Interest rate derivatives 

Most over-the-counter interest rate contract derivatives are valued using financial models which utilize observable inputs for similar 
instruments and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the 
counterparties. 

QUANTITATIVE DISCLOSURES 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Balance Sheets, 
the fair values presented below are shown gross. Derivative amounts in the table below exclude cash collateral. 

(in thousands) 

Derivative assetsCa> 

Derivative JiabilitiesCb> 

Net (liabilities) assets 

(in thousands) 

Derivative assetsca> 

Derivative liabilitiesCb> 

Nel (liabilllles) assets 

$ 

$ 

$ 

$ 

Total Fair 
Value 

2,913 

(6,678) 

(3,765) 

Total Fair 
Value 

1,033 

(6,678) 

(5,645) 

December 31, 2015 

Level1 Level2 

$ $ 

(27) (6,651) 

$ (27) $ (6,651) 

December 31, 2014 

Level 1 Level2 

$ $ 

(6,678) 

$ $ (6,678) 

(a) Relates to financial transmission rights included in Other within Current Assets on the Balance Sheets. 

Level3 

$ 2,913 

$ 2,913 

Level3 

$ 1,033 

$ 1,033 

(b) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Balance Sheets. The 
amounts classified as Level 2 are related to interest rate swaps. 
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The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on~~~Jitr,Bf 31 

basis where the determination of fair value includes significant unobservable inputs (Level 3). 

(In thousands) 

Balance at beginning of period 

Total pretax realized or unrealized gains included in earnings: 

Operating Revenues 

Purchases, sales, issuances and settlements: 

Purchases 

Settlements 

Total gains included on the Balance Sheets as regulatory assets or liabilities 

Balance at end of period 

OTHER FAIR VALUE DISCLOSURES 

$ 

$ 

Derivatives (net) 

Years Ended December 31, 

2015 

1,033 $ 

4,611 

(3,113) 

382 

2,913 $ 

2014 

350 

1,566 

1,060 

(2,542) 

599 

1,033 

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 Duke Energy 
Kentucky could have settled in current markets. The fair value of long-term debt is determined using Level 2 measurements. 

December31, 2015 December 31, 2014 

(In thousands) Book value Fair value Book value Fair value 

Long-Term debt, including current maturities $ 319,027 $ 332,620 $ 320,786 $ 348,254' 

At both December 31, 2015 and December 31, 2014, the fair value of cash and cash equivalents, accounts and notes receivable, and 
accounts and notes payable 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. 

11. VARIABLE INTEREST ENTITIES 

A variable interest entity (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 pertormed 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. A 
qualitative analysis of control determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct 
the most significant activities of the VIE that impact its economic pertormance and (ii) 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. 

Cinergy Receivables Company (CRC) 

CRC is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky 
does not consolidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the 
sale of electricity and/or related services from Duke Energy Kentucky. Receivables sold are securitized by CRC through a credit facility 
managed by two unrelated third parties. CRC's borrowing availability is limited to the amount of qualified receivables sold to CRC, which is 
expected to be in excess of the credit facility. The sole source of funds to satisfy CRC's related debt obligation is cash collections from the 
receivables. Depending on experience with collections, additional equity infusions to CRC may be required by Duke Energy to maintain a 
minimum equity balance of $3 million. There were no infusions to CRC during the years ended December 31, 2015 and 2014. 

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of 
a subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of 
$10.1 million and $21.6 million from CRC at December 31, 2015 and December 31, 2014, respectively. These balances are included in 
Receivables from affiliated companies on the Balance Sheets. 

CRC is considered a VJE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the most significant 
activities that impact economic pertormance of the entity are not pertormed by the equity holder, Cinergy Corp. (Cinergy) and (iii) deficiencies 
in 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. Duke Energy consolidates CRC as it makes these decisions. Duke Energy Kentucky 
does not consolidate CRC. No financial support was provided to this non-consolidated VIE during the years ended December 31, 2015 or 
2014, or expected to be provided in the future, that was not previously contractually required. 
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The subordinated note held by Duke Energy Kentucky is stated at fair value. Carrying values of retained interests are determineg~y~1~Jt~~l 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the 
subordinated notes are not materially different than their face value because (i) the receivables generally turnover in less than two months, (ii) 
credit losses are reasonably predictable due to the broad customer base and lack of significant concentration and (iii) the equity in CRC is 
subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retained interests assuming 
both a 10 percent and a 20 percent 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 Kentucky on the retained interests using the acceptable 
yield method. This method 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 retained interests and purchased beneficial interest whenever 
it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's maximum exposure to loss does not exceed 
the carrying value. 

Key assumptions used in estimating fair value in 2015 and 2014 are detailed in the following table. 

Anticipated credit loss ratio 

Discount rate 

Receivables turnover rate 

The following table presents gross and net receivables sold. 

2015 

0.5%1 

1.2°/o 

11.4% 

2014 

0.5o/o 

1.2°/o 

11.4°/o 

(In thousands) December31, 2015 December 31, 2014 

Receivables- sold $ 46,253 $ 62,242 

Less: Retained interests 10,137 21,560 

Net receivables sold $ 36,116 $ 40,682 

The following table presents sales and cash flows related to receivables sold. 

Years Ended December 31, 

(in thousands) 

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 the Statements of Cash Flows. 

2015 2014 

440,339 $ 527, 149 

1,553 1,979 

450,208 $ 528,143 

220 264 

670 952 

Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance, and other 
on the Statements of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the receivables sold 
during the month by the required discount which is derived monthly utilizing a three-year weighted average formula that considers charge-off 
history, late charge history and turnover history on the sold receivables, as well as a component for the time value of money. The discount 
rate, or component for the time value of money, is calculated monthly by summing the prior month-end London Interbank Offered Rate 
(LIBOR) plus a fixed rate of 1.00 percent. 

12. EMPLOYEE BENEFIT PLANS 

DEFINED BENEFIT RETIREMENT PLANS 

Duke Energy Kentucky participates in qualified and non-qualifled defined benefit retirement plans and other post-retirement benefit plans 
sponsored by Duke Energy. Duke Energy allocates pension and other post-retirement obligations and costs related to these plans to Duke 
Energy Kentucky. The plans cover most employees using a cash balance formula. Under a cash balance formula, a plan participant 
accumulates a retirement benefit consisting of pay credits based upon a percentage of current eligible earnings based on age and/or years of 
service and interest credits. Certain employees are covered under plans that use a final average earnings formula. Under these average 
earnings formulas, a plan participant accumulates a retirement benefit equal to the sum of percentages of their (i) highest three-year or four
year average earnings, (ii) highest three-year or four-year average earnings in excess of covered compensation per year of participation 
(maximum of 35 years), and/or (iii) highest three-year average earnings times years of participation in excess of 35 years. Duke Energy also 
maintains, and Duke Energy Kentucky participates in, non-qualified, non-contributory defined benefit retirement plans which cover certain 
executives. Pis of January 1, 2014, the qualified and non-qualified non-contributory defined benefit plans are closed to new and rehired non
union and certain unionized employees. 

Duke Energy uses a December 31 measurement date for its defined benefit retirement plan assets and obligations. 
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Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid toP~.1?f 24 of 31 

participants. Actual contributions for Duke Energy Kentucky were $2,203 thousand for the year~ended December 31, 2015. No contributions 
were made by Duke Energy Kentucky during 2014. Anticipated contributions for 2016 for Duke Energy Kentucky are $1,258 thousand. 

Net periodic benefit costs disclosed in the tables below represent the cost of the respective plan for the periods presented. However, portions 
of the net periodic benefit cost disclosed in the tables have been capitalized as a component of property, plant and equipment. Amounts 
presented in the tables below represent the amounts of pension and other post-retirement benefit cost allocated by Duke Energy for 
employees of Duke Energy Kentucky. Additionally, Duke Energy Kentucky is allocated its proportionate share of pension and other post
retirement benefit cost for employees of Duke Energy's shared services affiliate that provides support to Duke Energy Kentucky. These 
allocated amounts are included in the governance and shared services costs discussed in Note 8. 

QUALIFIED PENSION PLANS 

Components of Net Periodic Pension Costs 

(in thousands) 

Service cost 

Interest cost on projected benefit obligation 

Expected return on plan assets 

Amortization of prior service cost 

Amortization of loss 

Other 

Net periodic pension costs 

Amounts Recognized in Regulatory Assets 

(in thousands) 

Regulatory assets, net increase 

Reconciliation of Funded Status to Net Amount Recognized 

(in thousands) 

Change in Projected Benefit Obligation 

Obligation at prior measurement date 

Service cost 

Interest cost 

Actuarial (gains) losses 

Transfers 

Plan amendments 

Benefits paid 

Obligation at measurement date 

Accumulated Benefit Obligation 

Change in Fair Value of Plan Assets 

Plan assets at prior measurement date 

Actual return on plan assets 

Benefits paid 

Employer contrib_utions 

Transfers 

Plan assets at measurement date 

24 

Years Ended December 31, 

2015 2014 

$ 1_,471 $ 1,387' 

3,857 4,099 

(5;732) (5,654} 

52 104 

2,108 1,594' 

80 76 

$ 1,836 $ 1,606 

December 31, 

2015 2014 

$ 3,827 $ 2,583' 

Years Ended December 31, 

2015 2014 

$ 97,507 $ 88,958 

1,471 1,387 

3,857 4,099 

(1,211) 7,840' 

6,452 

(79) (180) 

(7,168) (4,597) 

$ 100,829 $ 97,507 

$ 97,632 $ 94,303 

$ 95,391 $ 91,031 

(505) 8,957 

(7,168) (4,597) 

2,203 

6,452 

$ 96,373 $ 95,391 



Amounts Recognized In the Balance Sheets 

(in thousands) 

Prefunded pension(aJ 

Noncurrent pension liabilityCbl 

Net liability recognized 

Regulatory assets 

DUKE ENERGY KENTUCKY, INC 
Notes to Financial Statements 

Amounts to be reported in net periodic pension expense in the next year 

Unrecognized net actuarial loss 

Unrecognized prior service credit 

(a) Included in Other within Investments and Other Assets on the Balance Sheets. 
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December 31, 

2015 2014 

$ 1, 121 $ 477 

5,577 2,593 

$ (4,456) $ (2,116) 

$ 25,323 $ 21,496 

$ 1,614 

34 

(b) Included in Accrued pension and other post~retirement benefit costs on the Balance Sheets. 

Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

(in thousands) 

Proje_cted benefit obligation 

Accumulated benefit obligation 

Fair Value of plan assets 

As of December 31, 2014, no qualified pension plans had an accumulated benefit obligation in excess of plan assets. 

Assumptions Used for Pension Benefits Accounting 

Benefit Obligations 

Discount rate 

Salary increase 

Net Periodic Benefit Cost 

Discount rate 

Salary increase 

Expected long-term rate of return on plan assets 

December 31, 2015 

$ 

December 31, 

2015 

4.40°/a 

4.40%1 

4.10°/a 

4.40% 

6.50o/a 

87,665 

84,801 

82,088 

2014 

4.10°/o 

4.40% 

4.70%1 

4.40o/o 

6.75% 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection
settlement portfolio approach. This approach develops a discount rate by selecting a 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 a universe of non
callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a single interest rate is determined that equates the 
present value of the plan's projected benefit payments discounted at this rate with the market value of the bonds selected. 

NON-QUALIFIED PENSION PLANS 

Components of Net Periodic Pension Costs 

(in thousands) 

Interest cost on projected benefit obligation 

Amortization of actuarial loss 

Net periodic pension costs 

Amounts Recognized in Regulatory Assets 

(in thousands) 

Regulatory assets, net (decrease) increase 

25 

Years Ended December 31, 

2015 2014 

$ 6 $ 6 

9 12 

$ 15 $ 18 

December 31, 

2015 2014 

$ (13) $ 6 
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Reconclllatlon of Funded Status to Net Amount Recognized 

{in thousands) 

Chango In Projected Benefit Obligation 

Obligation at prior measurement date 

Interest cost 

Actuarial (gains) losses 

Benefits paid 

Obligation at measurement date 

Accumulated Benefit Obligation 

Change in Fair Value of Plan Assets 

Plan assets at prior measurement date 

Benefits paid 

Employer contributions 

Plan assets at measurement date 

Amounts Recognized in the Balance Sheets 

(in thousands} 

Current pension liability<aJ 

Noncurrent pension liabilityt0> 

Total accrued pension liability 

Regulatory assets 

Amounts to be-recognized in net periodic pension expense in the next year 

Unrecognized net actuarial loss 

(a) Included in Other within Current Liabilities on the Balance Sheets. 

KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment - DEK Q4 2015 

Financial Statements 
Page 26 of31 

Years Ended December 31, 

$ 

$ 

$ 

$ 

2015 2014 

148 $ 

6 

(2) 

(11) 
141 $ 

141 $ 

$ 

(11) 

135 
6' 

18 

(11) 

148 
148 

(11) 
11 11 

$ $ 

December 31, 

2015 2014 

$ 10 $ 10 
131 138 

$ 141 $ 148 

$ 51 $ 64 

$ 9 

(b) Included in Accrued pension and other post-retirement benefit costs on the Balance Sheets. 

Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

(in thousands) 

Projected benefit obligation 

Accumulated benefit obligation 

Assumptions Used for Pension Benefits Accounting 

Benefit Obllgations 

Discount rate 

Salary increase 

Net Periodic Benefit Cost 

Discount rate 

Salary increase 

$ 

December 31 1 

2015 2014 

141 $ 148· 

141 148 

December 31, 

2015 2014 

4.40°/o 4.10%) 

4.40o/a 4.40°h 

4.10°/o 4.70%' 

4.40% 4.40%) 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection
settlement portfolio approach. This approach develops a discount rate by selecting a 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 a universe of non
callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a single interest rate is determined that equates the 
present value of the plan's projected benefit payments discounted at this rate with the market value of the bonds selected. 
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Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a 
contributory and non-contributory basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, 
as defined in the plans. The health care benefits include medical, dental, and prescription drug coverage and are subject to certain limitations, 
such as deductibles and co-payments. 

Duke Energy did not make any pre-funding contributions to its other post-retirement benefit plans during the years ended December 31, 2015 
and 2014. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

(In thousands) 

Service cost 

Interest cost on projected benefit obligation 

Expected return on plan assets 

Amortization of prior service (credit) cost 

Amortization of loss 

Net periodic pension costs 

Amounts Recognized in Regulatory Assets and Regulatory Llabllltles 

(In thousands) 

Regulatory assets, net decrease 

Regulatory liabilities, net increase 

Reconciliation of Funded Status to Accrued Other Post-Retirement Benefit Costs 

(in thousands) 

Change In Projected Benefit Obligation 

Accumulated post-retirement benefit obligation at prior measurement date 

service cost 

Interest cost 

Plan participants' contributions 

Actuarial gains 

Transfers 

Plan amendments 

Benefits paid 

Accumulated post-retirement benefit obligation at measurement date 

Change In Fair Value of Plan Assets 

Plan assets at prior measurement date 

Actual return on plan assets 

Plan participants' contributions 

Benefits paid 

Transfers 

Employer contributions 

Plan assets at measurement date 

27 

Years Ended December 31, 

$ 

$ 

$ 

2015 

112 $ 

305 

(51) 

(70) 

5 

301 $ 

December 31, 

2015 

(331) $ 

1,103 

2014 

131 

379 

(64) 

2 

50 

498 

2014 

(360) 

408 

Years Ended December 31, 

2015 2014 

$ 7,751 $ 8,335 

112 131 

305 379 

215 74 

(996) (128) 

414 

(396) (557) 

(560) (483) 

$ 6,845 $ 7,751 

$ 1,180 $ 966 

(23) 95 

215 74 

(560) (483) 

143 

243 528 

$ 1,198 $ 1,180 
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Amounts Recognized in the Balance Sheets 

(In thousands) 

Current post-retirement lfabilitylaJ 

Noncurrent post-retirement liability<bJ 

Total accrued post-retirement liability 

Regulatory assets 

Regulatory liabilities 

(a) Included in Other within Current Liabilities on the Balance Sheets. 
(b) Included in Accrued pension and other post-retirement benefit costs on the Balance Sheets. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

Benefit Obligations 

Discount rate 

Net Periodic Benefit Cost 

Discount rate 

Expected long-term rate of return on plan assets 

$ 

$ 

$ 

$ 

Financial Statements 
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December 31, 

2015 2014 

169 $ 158 

5,478 6,413 

5,647 $ 6,571 

2,915 $ 3,246 

4,938 $ 3,835 

December 31, 

2015 2014 

4.40°/o 4.10%1 

4, 10°/o 4.70%1 

6.50o/o 6.75°/o 

The discount rate used to determine the current year other post-retirement benefits obligation and following year's other postretirement 
benefits expense is based on a bond selection-settlement portfolio approach. This approach develops a discount rate by selecting a 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 a universe of non-callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a single 
interest rate is determined that equates the present value of the plan's projected benefit payments discounted at this rate with the market 
value of the bonds selected. 

Assumed Health Care Cost Trend Rate 

Health care cost trend rate assumed for next year 

Rate to which the cost trend is assumed to decline (the ultimate trend rate) 

Year that the rate reaches the ultimate trend rate 

Expected Benefit Payments 

December 31 1 

2015 2014 

7.50% 

4.75%1 

2023 

6.75% 

4.75°/c, 

2023 

The following table presents Duke Energy's expected benefit payments to participants on behalf of Duke Energy Kentucky in its qualified, non
qualified and other post-retirement benefit plans over the next 10 years. These benefit payments reflect expected future service, as 
appropriate. 

Other Post-
Qualified Non-Qualified Retirement 

{in thousands) Plans Plans Plans Total 

Years ending December 31, 

2016 $ 6,113 $ 11 $ 777 $ 6,901 

2017 6,195 11 742 6,948 

2018 6,594 11 703 7,308 

2019 7,201 11 636 7,848 

2020 7,319 10 632 7,961 

2021-2025 39,999 51 2,844 42,894 
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The assets for the Duke Energy Kentucky plans discussed above are derived from the Master Retirement Trust (Master Trust) that is held by 
Duke Energy and, as such, Duke Energy Kentucky is allocated its proportionate share of assets discussed below. Assets for both the qualified 
pension and other post-retirement benefits are maintained in the Master Trust. Duke Energy assumes pension and other post-retirement plan 
assets will generate a Jong-term rate of return of 6.50 percent. The expected long-term rate of return was developed using a weighted average 
calculation of expected returns based primarily on future expected returns across asset classes considering the use of active asset managers, 
where applicable. The asset allocation targets were set after considering the investment objective and the risk profile. Equity securities are 
held for their high expected return. Debt securities are primarily held to hedge the qualified pension plan liability. Hedge funds, real estate and 
other global securities are held for diversification. Investments within asset classes are diversified to achieve broad market participation and 
reduce the impact of individual managers or investments. 

Duke Energy has a de-risking investment strategy for the Duke Energy Master Retirement Trust. As the funded status of the pension plans 
increase, the targeted allocation to return seeking assets will be reduced and the targeted allocation to fixed-income assets will be increased 
to better manage Duke Energy's pension liability and reduce funded status volatility. Duke Energy regularly reviews its actual asset allocation 
and periodically rebalances its investments to the targeted allocation when considered appropriate. 

The following table presents target and actual asset allocations for the Master Trust at December 31, 2015 and 2014. 

Actual Allocation at 
December 31, 

Target 
Asset Category Allocation 2015 2014 

U.S. equity securities 10% 11°/o 10o,.{, 

Non-U.S. equity securities 8% 8% 8% 

Global equity securities 10% 10°/o 10% 

Global private equity securities 3% 2°/o 3% 

Debt securities 63% 63°/o 63% 

Hedge funds 2o/o 2°/o 30/i, 

Real estate and cash 2% 201o, 10/o' 

Other global securities 2% 2°/o 2% 

Total 1000/c, 100°/o 1000/i,'. 

EMPLOYEE SAVINGS PLAN 

Duke Energy Kentucky also participates in employee savings plans sponsored by Duke Energy. Most employees participate in a matching 
contribution formula where Duke Energy provides a matching contribution generally equal to 100 percent of employee before-tax and Roth 
401 (k) contributions and, as applicable, after-tax contributions of up to 6 percent of eligible pay per period. 

As of January 1, 2014, for new and rehired non-union and certain unionized employees who are not eligible to participate in Duke Energy's 
defined benefit plans, an additional employer contribution of 4 percent of eligible pay per pay period, which is subject to a three-year vesting 
schedule, is provided to the employee's savings plan account. 

Duke Energy Kentucky's expense related to its proportionate share of pretax employer contributions and the additional 4 percent employer 
contribution was $888 thousand and $775 thousand for the years ended December 31, 2015 and 2014, respectively. 

13. INCOME TAXES 

INCOME TAX EXPENSE 

Components of Income Tax Expense 

(in thousands) 

Current income taxes 

Federal 

State 

Total current income taxes 

Deferred income taxes 

Federal 

State 

Total deferred income taxes 

Investment tax credit amortization 

Total income tax expense presented in Statements of Operations 

$ 

$ 

29 

Years Ended December 31, 

2015 2014 

4,844 $ 4,372 

(245) 2,618 

4,599 6,990 

19,825 13,801 

3,810 500 

23,635 14,301 

(173) (173) 

28,061 $ 21,118 
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The following table presents a reconciliation of income tax expense at the U.S. federal statutory tax rate to actual tax expense. 

{in thousands) 

Income tax expense, computed at the statutory rate of 35 percent 

State income tax, net of federal income tax effect 

Federal true~up 

Manufacturing deduction 

Other items, net 

Total income tax expense 

Effective tax rates 

DEFERRED TAXES 

Net Deferred Income Tax Liability Components 

(In thousands) 

Deferred credits and other liabilities 

Tax credits and net operating loss carryforwards 

Pension, postretirement and other employee benefits 

Other 

Investments and other liabilities 

Total deferred income tax assets 

Investments and other assets 

Accelerated depreciation rates 

Regulatory assets and deferred debits, net 

Total deferred income tax liabilities 

Net deferred income tax liabilities 

Classification of Deferred Tax Assets (Liabilities) in the Balance Sheets 

$ 

$ 

$ 

$ 

Years Ended December 31, 

2015 2014 

25,983 $ 19,747 

2,317 2,027 

341 (264) : 

(290) 

(580) (102) . 

28,061 $ 21, 118 

37 .Bo/o 37.4%) 

Years Ended December 31, 

2015 2014 

495 $ 945 

375 220 

5,461 4,626 

2,077 1,985 

2,331 

10,739 7,776 

(3,245) 

(278,603) (261,377) 

(21,778) (11,665) 

(300,381) (276,287) 

(289,642) $ (268,511) 

As discussed in Note 1, the FASB issued revised accounting guidance for the balance sheet classification of deferred taxes. As shown in the 
table below, all deferred tax assets and liabilities are presented as noncurrent as of December 31, 2015. However, for December 31, 2014, the 
revised guidance was not applied. As a result, a portion of deferred tax assets and liabilities is shown as current at December 31, 2014. 

(In thousands) 

Current Assets: Other 

Deferred Credits and Other Liabilities: Deferred income taxes 

Net deferred income tax liabilities 

UNRECOGNIZED TAX BENEFITS 

The following table presents changes to unrecognized tax benefits. 

(in thousands) 

Unrecognized tax benefits - January 1 

Unrecognized tax benefits increases (decreases) 

Gross increases -tax positions in prior periods 

Unrecognized tax benefits - December 31 

$ 

$ 

$ 

$ 

Years Ended December 31, 

2015 2014 

$ 2,797 

(289,642) (271,308) 

(289,642) $ (268,511) 

Years Ended December 31, 

2015 2014 

52 $ 47 

5 

52 $ 52 

The following table includes information regarding unrecognized tax benefits. Duke Energy Kentucky does not anticipate a material increase or 
decrease in unrecognized tax benefits within the next 12 months. 

{in thousands) December 31, 2015 

Amount that if recognized, would affect the effective tax rate or regulatory liability(aJ $ 52 
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(a) Duke Energy Kentucky is unable to estimate the specific amounts that would affect the effective tax rate versus the re~l.11i.~~l of 31 

liability. 

OTHER TAX MATTERS 

The following table includes interest recognized in the Statements of Operations and the Balance Sheets. 

(in thousands) 

Net interest income,recognized related to income ta~es 

Interest receivable related to income taxes 
$ 

As of December 31, 

2015 

18 $ 

224 

2014 
61 

206 

Duke Energy Kentucky is no longer subject to U.S. federal examination for years before 2008. The years 2008 through 2011 are in appeals. 
The IRS is currently auditing the federal income tax returns for years 2012, 2013 and 2014. With few exceptions, Duke Energy Kentucky is no 
longer subject to state, local or non-U.S. income tax examinations by tax authorities for years before 2006. 

14. SUBSEQUENT EVENTS 

For information on subsequent events related to summary of significant accounting policies, regulatory matters, commitments and 
contingencies, and debt and credit facilities, see Notes 1, 2, 3, and 4, respectively. Management has evaluated these Financial Statements 
and Notes for subsequent events up through March 16, 2015, the date the financial statements were available to be issued. 
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DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Operations 
(Unaudited) 

(in thousands) 

Operating Revenues 
Electric 

Natural gas 

Total operating revenues 

Operating Expenses 
Fuel used in electric generation and purchased power 
Cost of natural gas 
Operation, maintenance and other 
Depr.eciation and amortization 
Property and other taxes 

Total operating expenses 

Gains on Sales of Assets, net 

Operating Income 

Other Income and Expenses, net 
Interest Expense. 

Income Before Income Taxes 
Income Tax Expense 

Net Income 

See Notes to Condensed Financial Statements 
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Three Months Ended March 31, 

2016 2015 

$ 84,058 $ 93,609 
37,496 55,325. 

1211554 148,934 

31,740 40,445 
15,084 27,551 

31,964 33,865 
10,749 12,166 
3,494 3,435 

93,031 117,462 

234 
28,523 31,706 

630 432 
4,276 3,654 

24,877 28,484 
6,139 10,586: 

$ 18,738 $ 17,898 



DUKE ENERGY KENTUCKY, INC. 
Condensed Balance Sheets 
(Unaudited) 

(Jn thousands, except share amounts) 

ASSETS 
Current Assets 

Cash and cash equivalents $ 
Receivables (net of allowance for doubtful accounts of $165 at March 31, 2016 and $195 
at December 31, 2015) 
Receivables from affiliated companies 

Notes receivable from affiliated companies 

Inventory 

Regulatory assets 

Collateral assets 

Other 

Total current assets 

Other Assets 
Property, Plant and Equipment 
Cost 

Accumulated depreciation and amortization 

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 

Accounts payable $ 
Accounts payable to affiliated companies 

Notes payable to affiliated companies 

Taxes accrued 

Interest accrued 

Current maturities of long-tenn debt 

Regulatory liabilities 

Other 

Total current liabilities 

Long-Term Debt 

Long-term Debt Payable to Affiliated Companies 

Deferred Credits and Other Liabilities 

Deferred income taxes 

Investment tax credits 

Accrued pension and other post-retirement benefit costs 

Asset retirement obligations 

Regulatory liabilities 

Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 

Equity 
Common Stock, $15.00 par value, 1,000,000 shares authorized and 585,333 shares 
outstanding at March 31, 2016 and December 31, 2015 

Additional paid-in-capital 

Retained earnings 

Total equity 

Total Liabilities and Equity $ 

See Notes to Condensed Financial Statements 
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March 31, 2016 December 31, 2015 

10,728 $ 9, 141 

1,706 5,488 

8,721 11,499 

18,843 

41,143 44,141, 

6,730 8,879 
14,313 13,749 

3,433 23,207 

105,617 116,104 

5,736 6,448 

2,093,052 2,079,761 

(930,078) (923,578) 

1,162,974 1, 156, 183 

71,440 61,411 
310 332 

71,750 61,743 

1,346,077 $ 1,340,478 

17,428 $ 25,654 

14,195 14,426. 

55,743 

10,831 10,550' 
3,527 3,343 

51,446 101,519• 

2,527 2,668 

17,509 19,260 

117,463 233, 163 

267,006 192,508 
25,000 25,000 

297,675 289,642 

836 887 
11,668 11,649 

103,345 103,500 

52,867 52,986 

27,047 26,711 

493,438 485,375 

8,780 8,780 

167,494 167,494 

246,896 228,158 

423,170 404,432 

1,346,077 $ 1,340,478 



DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Cash Flows 
(Unaudited) 

(in thousands} 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income 

Adjustments to reconcile net income·to net cash provided by operating activities: 
Depreciation and amortization 

Gains· on sales of assets. net 

Deferred income taxes 
Accrued pension and other post-retirement benefit costs 
Contributions to qualified pension plans 
Payments for asset retirement obligations 

(Increase) decrease in 
Net realized and unrealized mark-to-market and hedging transactions 

Receivables 
Receivables from affi1i8ted companies 

Inventory 
Other current assets 

Increase (decrease) in 
Accounts payable 
Accounts payable to affiliated companies 

Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

Net cash provided by operating activities 
CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures 
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 to affiliated companies 
Other 

Net cash used in financing activities 
Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

Supplemental Disclosures: 
Significant non·cash transactions: 

Accrued capital expenditures 

See Notes to Condensed Financial Statements 
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Three Months Ended March 31, 

2016 2015 

$ 18,738 $ 17,898 

11,039 12,308 

(234) 

4,595 101 
382 512 

(55) 
(1,226) -

(263) (29) 
4,142 (3,582) 
2,778 4,833 
2,998 1,932 

15,354 5,098: 

(11,035) 2,712 
(231) 1,250 
281 11,542 
529 6,202 

(906) (2.871) 
(555) (1,859) 

46,620 55,758 

(13,779) (15,320) 
(18,843) 

(1,032) (4) 

(33,654) (15,324) 

94,607 

(50,243) (295) 
(55,743) (33, 189) 

(114) 

(11,379) (33,598) 
1,587 6,836 
9,141 11,307 

$ 10,728 $ 18,143 

$ 4,794 $ 3,033 



DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Changes in Equity 
(Unaudited) 

(in thousands) 

Balance at December 31, 2014 

Net income 
Balance at March 31, 2015 

Balance at December 31, 2015 

Net income 
Balance at March 31 1 2016 

Common 
Stock 

$ 8,780 

$ 8,780 

$ 8,780 

$ 8,780 

See Notes to Condensed Financial Statements 
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Additional 
Paid-in Retained 
Capital Earnings Total 

167,494 $ 236,982 $ 413,256 

17,898 17,898 
167,494 $ 254,880 $ 431,154 

167,494 $ 228,158 $ 404,432 
18,738 18,738 

167,494 $ 246,896 $ 423,170 



DUKE ENERGY KENTUCKY, INC 
Notes to Condensed Financial Statements 

(Unaudited) 

1. ORGANIZATION AND BASIS OF PRESENTATION 

NATURE OF OPERATIONS 

KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment DEK Ql 2016 

Financial Statement 
Page 7of16 

Duke Energy Kentucky, Inc. (Duke Energy Kentucky) is a combination electric and natural gas public utility company that provides service in 
northern Kentucky. Duke Energy Kentucky's principal Jines of business include generation, transmission, distribution and sale of electricity, as 
well as the transportation and sale of natural gas. Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service 
Commission (KPSC) and the Federal Energy Regulatory Commission (FERG). Duke Energy Kentucky's common stock is wholly owned by 
Duke Energy Ohio, Inc. (Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy). 

BASIS OF PRESENTATION 

These interim Condensed Financial Statements and Notes do not include all of the infonnation and notes required by generally accepted 
accounting principles (GAAP) in the United States (U.S.) for annual financial statements. Accordingly, the interim Condensed Financial 
Statements and Notes should be read in conjunction with Duke Energy Kentucky's Financial Statements and Notes for the year ended 
December 31, 2015. These interim Condensed Financial Statements reflect all nonnal recurring adjustments that are, in the opinion of Duke 
Energy Kentucky's management, necessary to fairly present Duke Energy Kentucky's financial position and results of operations. Amounts 
reported in the interim Condensed Statements of Operations are not necessarily indicative of amounts expected for the respective annual 
periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, timing of maintenance on electric 
generating units, changing commodity prices and other factors. 

In preparing financial statements that confonn to GAAP, management must make estimates and assumptions that affect the reported amounts 
of assets and liabilities, the reported amounts of revenues and expenses, and the disclosure of contingent assets and liabilities at the date of 
the financial statements. Actual results could differ from those estimates. 

REVENUE RECOGNITION AND UNBILLED REVENUE 

Revenues on sales of electricity and natural gas are recognized when service is provided or the product is delivered. Unbilled revenues are 
recognized by applying customer billing rates to the estimated volumes of energy delivered but not yet billed. Unbilled revenues can vary 
significantly from period to period as a result of seasonality, weather, customer usage patterns, customer mix, average price in effect for 
customer classes, timing of rendering customer bills and meter reading schedules. 

Duke Energy Kentucky sells on a revolving basis nearly all of its retail accounts receivable, including receivables for unbilled revenues, to an 
affiliate, Cinergy Receivables Company, LLC (CRC). As discussed further in Note 8, Duke Energy Kentucky accounts for these transfers of 
receivables to CRC as sales. Accordingly, the receivables sold are not reflected on the Condensed Balance Sheets. Receivables for unbilled 
revenues related to retail accounts receivable included in the sales of accounts receivable to CRC at March 31, 2016 and December 31, 2015, 
were $14 million and $16 million, respectively. 

Receivables on the Condensed Balance Sheets include amounts related to unbilled wholesale revenues of $282 thousand and $674 thousand 
at March 31, 2016 and December 31, 2015, respectively. 

NEW ACCOUNTING STANDARDS 

The new accounting standards adopted for 2016 and 2015 had no material impact on the presentation or results of operations, cash flolNS or 
financial position of Duke Energy Kentucky. The following accounting standards were adopted by Duke Energy Kentucky during 2015. 

Balance Sheet Classification of Deferred Taxes. Jn November 2015, the FASB issued revised accounting guidance for the Balance Sheet 
classification of deferred taxes. The core principle of this revised accounting guidance is that all deferred tax assets and liabilities should be 
classified as noncurrent. For Duke Energy Kentucky, this revised accounting guidance was adopted prospectively for December 31, 2015. 

Balance Sheet Presentation of Debt Issuance Costs. In April and August 2015, the FASB issued revised accounting guidance for the 
presentation of debt issuance costs. The core principle of this revised accounting guidance is that debt issuance costs are not assets, but 
adjustments to the carrying cost of debt. For Duke Energy Kentucky, this revised accounting guidance was adopted retrospectively. 

The implementation of this accounting standard resulted in a reduction of Other within Regulatory Assets and Deferred Debits and in Long
Term Debt of approximately $1 million on the Condensed Balance Sheets as of March 31, 2016 and December 31, 2015. 

The following new Accounting Standards Updates (ASUs) have been issued, but have not yet been adopted by Duke Energy Kentucky, as of 
March31, 2016. 

Revenue from Contracts with Customers. In May 2014, the Financial Accounting Standards Board (FASB) issued revised accounting 
guidance for revenue recognition from contracts with customers. The core principle of this guidance is that an entity should recognize revenue 
to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be 
entitled in exchange for those goods or services. The amendments in this update also require disclosure of sufficient infonnation to allow users 
to understand the nature, amount, timing and uncertainty of revenue and cash flam arising from contracts with customers. 

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018, although it 
can be early adopted for annual periods beginning January 1, 2017. The guidance can be applied retrospectively to all prior reporting periods 
presented or retrospectively with a cumulative effect as of the initial date of application. Duke Energy Kentucky is currently evaluating the 
requirements. The ultimate impact of the new standard has not yet been detennined. 
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Leases. In February 2016, the FASB issued revised accounting guidance for leases. The core principle of this guidance is that a lessee 
should recognize the assets and liabilities that arise from leases on the balance sheet. For Duke Energy Kentucky, this guidance is effective 
for interim and annual periods beginning January 1, 2019, although it can be early adopted. The guidance is applied using a modified 
retrospective approach. Duke Energy Kentucky is currently evaluating the requirements. Other than an expected increase in assets and 
liabilities, the ultimate impact of the new standard has not yet been determined. 

2. REGULATORY MATTERS 

RATE RELATED INFORMATION 

The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERG approves rates for 
electric sales to wholesale customers served under cost-based rates, as well as sales of transmission service. 

Natural Gas Pipeline Testing Costs 

On April 29, 2016, Duke Energy Kentucky filed an application with the KPSC requesting approval to defer approximately $2 million of 
unplanned operations and maintenance expense related to pressure testing of natural gas pipelines which will occur In 2016. The testing is 
required to comply with regulations promulgated by the Pipeline and Hazardous Materials Safety Administration. 

Metering Upgrade Program 

On April 25, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a Certificate of Public Convenience and Necessity to 
replace and upgrade its existing metering infrastructure with more advanced digital technologies. The request includes deployment of 
Advanced Metering Infrastructure for electric and combination electric and natural gas operations and an Automated Meter Reading 
infrastructure for its natural gas only operations. Duke Energy Kentucky also requested approval to establish a regulatory asset of 
approximately $9.6 million for the remaining book value of existing meter equipment and inventory that will be replaced. If approved, the 
metering upgrade is estimated to be completed in two years at a total cost of $49 million. 

Accelerated Natural Gas Service Line Replacement Program 

On July 6, 2015, Duke Energy Kentucky filed an application for approval of an accelerated natural gas service line replacement program (ASRP). 
Under the ASRP, Duke Energy Kentucky proposed to replace certain natural gas service lines on an accelerated basis over a five year 
period. Through the ASRP, Duke Energy Kentucky also proposed to complete preliminary survey and investigation work related to natural gas 
service lines that are customer-awned and for which it does not have valid records and, further, to relocate interior natural gas meters to suitable 
exterior locations where such relocation can be accomplished. Duke Energy Kentucky estimates capital and operations and maintenance 
expenditures undertheASRP will total approximately $50 million. The filing also sought approval of a rider for ASRP expenditures to be recovered 
(Rider ASRP), which Duke Energy Kentucky would update on an annual basis. 

Duke Energy Kentucky reached a settlement with the lone intervenor, the Kentucky Attorney General, which included the following key terms: 
(i) 9.7 percent return on equity; (ii) meter relocations only where code violations exist; (iii) one year rate stay-out, with exceptions; and, (iv) an 
annual $1.00 per month cap on Rider ASRP rate increases for residential customers. On February 2, 2016, the KPSC issued an order 
approving the settlement. 

Regional Transmission Organization (RTO) Realignment 

Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets to effect a RTO realignment from Mid continent 
Independent System Operator, Inc. (MISO) to PJM Interconnection, LLC (PJM), effective December 31, 2011. 

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to 
seek double-recovery in a future rate case of the transmission expansion fees that may be charged by MISO and PJM in the same period or 
overlapping periods. Duke Energy Kentucky is not currently recovering PJM or MISO transmission expansion fees through current base rates. 

Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation and share of 
MISO Transmission Expansion Planning (MTEP) costs, excluding Multi-Value Projects (MVP). This liability was recorded within Other in 
Current Liabilities and Other in Deferred Credits and Other Liabilities on the Condensed Balance Sheets. 

The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MISO. 

(in thousands) December 31, 2015 

MISO withdrawal liability $ 19,931 

MVP 

Provision I 
Adjustments 

$ 180 

Cash 
Reductions 

$ (405) $ 

March 31, 2016 

19,706' 

MISO approved 17 MVP proposals prior to Duke Energy Ohio's and Duke Energy Kentucky's exit from MISO on December 31, 2011. 
Construction of these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, 
property and income taxes, depreciation and an allowed return, are allocated and billed to MISO transmission owners. 
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On December 29, 2011, MISO filed a tariff with the FERG providing for the allocation of MVP costs to a withdrawing owner based on monthly 
energy usage. The FERC set for hearing (i) whether MISO's proposed cost allocation methodology to transmission owners who withdrew from 
MISO prior to January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO, and, (ii) if not, what should be the amount 
of and methodology for calculating any MVP cost responsibility. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the 
period from 2012 to 2071 at $450 million, on an undiscounted basis. On July 16, 2013, a FERG Administrative Law Judge (ALJ) issued an 
initial decision. Under this initial decision, Duke Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio 
and Duke Energy Kentucky filed exceptions to the initial decision, requesting the FERC overturn the ALJ's decision. 

On October 29, 2015, the FERC issued an order reversing the ALJ's decision. FERC ruled that the cost allocation methodology is not 
consistent with the MISO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from 
MJSO. On November 30, 2015, MISO filed with the FERG a request for rehearing. Duke Energy Kentucky cannot predict the outcome of this 
matter. 

OTHER REGULATORY MATTERS 

PJM Capacity Performance Proposal 

On June 9, 2015, the FERG ruled in favor of PJM on a revised Tariff and Reliability Assurance Agreement including implementation of a 
Capacity Perfonnance (CP) proposal and to amend sections of the Operating Agreement related to generation non-performance. The CP 
proposal includes perfonnance-based penalties for non-compliance. Duke Energy Kentucky is a Fixed Resource Requirement (FRR) entity, 
and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to Duke Energy Kentucky in the 
delivery year beginning June 1, 2019, with full compliance beginning June 1, 2020. 

Duke Energy Kentucky is evaluating potential strategies for compliance and required investment. The regulatory treatment of CP compliance 
costs and potential penalties has not been detennined. The ruling could result in an adverse impact on Duke Energy Kentucky's future results 
of operations and cash fiows. Duke Energy Kentucky cannot predict the outcome of this matter. 

Regulatory Assets for Coal Combustion Residuals (CCR) Cost 

On June 10, 2015, Duke Energy Kentucky filed an application with the KPSC seeking approval to record asset retirement obligation (ARO) 
amounts and other compliance obligations related to the disposal of CCR at Duke Energy Kentucky's East Bend Station as regulatory assets 
and to defer costs incurred, including carrying costs. The application was approved in December 2015. 

Refer to Note 3 for further infonnation on the U.S. Environmental Protection Agency's (EPA) rule to regulate the disposal of CCR from electric 
utilities as solid waste. 

3. COMMITMENTS AND CONTINGENCIES 

ENVIRONMENTAL 

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

Remediation Activities 

Duke Energy Kentucky is responsible for environmental remediation at various sites. These include some properties that are part of ongoing 
operations and sites fonnerly owned or used by Duke Energy Kentucky. These sites are in various stages of investigation, remediation and 
monitoring. Managed in conjunction with relevant federal, state and local agencies, remediation activities vary based upon site condition and 
location, remediation requirements, complexity and sharing of responsibility. If remediation activities involve joint and several liability 
provisions, strict liability, or cost recovery or contribution actions, Duke Energy Kentucky could potentially be held responsible for 
environmental impacts caused by other potentially responsible parties, and may also benefit from insurance policies or contractual indemnities 
that cover some or all cleanup costs. Liabilities are recorded when losses become probable and are reasonably estimable. The total costs that 
may be incurred cannot be estimated because the extent of environmental impact. allocation among potentially responsible parties, 
remediation alternatives and/or regulatory decisions have not yet been determined. Additional costs associated with remediation activities are 
likely to be incurred in the future and could be significant. Costs are typically expensed as Operation, maintenance and other in the 
Condensed Statements of Operations unless regulatory recovery of the costs is deemed probable. 

Duke Energy Kentucky has recorded approximately $500 thousand of probable and estimable costs related to its various environmental sites 
in Other within Deferred Credits and Other Liabilities on the Condensed Balance Sheets as of March 31, 2016 and December 31, 2015. 
Additional losses in excess of recorded reserves are expected to be immaterial for the stages of investigation, remediation and monitoring for 
the environmental sites that have been evaluated. The maximum amount of the range for all stages of Duke Energy Kentucky's environmental 
sites cannot be determined at this time. 
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On April 17, 2015, the EPA published in the Federal Register a rule to regulate the disposal of CCR from electric utilities as solid waste. The 
federal regulation, which became effective in October 2015, classifies CCR as nonhazardous waste under Subtitle D of the Resource 
Conservation and Recovery Act and allows for beneficial use of CCR with some restrictions. The regulation applies to all new and existing 
landfills, new and existing surface Impoundments receiving CCR and existing surface impoundments that are no longer receiving CCR but 
contain liquid located at stations currently generating electricity (regardless of fuel source). The rule establishes requirements regarding landfill 
design, structural integrity design and assessment criteria for surface impoundments, groundwater monitoring and protection procedures and 
other operational and reporting procedures to ensure the safe disposal and management of CCR. Various industry and environmental parties 
have appealed the EPA's CCR rule in the District of Columbia (D.C.) Circuit Court of Appeals. On April 18, 2016, the EPA filed a motion with 
the federal court to settle five issues raised in litigation. Duke Energy Kentucky cannot predict the court's response to the proposed settlement, 
but would not expect a material impact from the settlement if approved as proposed by the EPA. Duke Energy Kentucky is reviewing the 
proposed settlement to determine if additional ARO adjustments will be required. 

In addition to the requirements of the federal CCR regulation, CCR landfills and surface impoundments will continue to be independently 
regulated by most states. As a result of the EPA rule, Duke Energy Kentucky recorded an ARO during 2015. See Note 2 for information 
regarding the recovery of expenditures related to CCR. 

Clean Power Plan (CPP} 

On October 23, 2015, the EPA published in the Federal Register the CPP rule for regulation of carbon dioxide (C02)emissions from existing 
fossil fuel-fired electric generating units. The CPP establishes C02 emission rates and mass cap goals that apply to existing fossil fuel-fired 
electric generation units. Under the CPP, states are required to develop and submit a final compliance plan, or an initial plan with an extension 
request, to the EPA by September 6, 2016. States that receive an extension must submit a final completed plan to the EPA by September 6, 
2018. The EPA intends to review and approve or disapprove state plans within 12 months of receipt. The CPP does not directly impose 
regulatory requirements on Duke Energy Kentucky. State implementation plans will include the regulatory requirements that will apply to Duke 
Energy Kentucky. The EPA also published a proposed federal plan for public comment. A federal plan would be applied to states that fail to 
submit a plan to EPA or where a state plan is not approved by the EPA. 

Legal challenges to the CPP have been filed by stakeholders. On January 21, 2016, the D.C. Circuit Court of Appeals denied motions from 
petitioners to stay the CPP pending court review. The court did grant petitioner requests for expedited briefing in the case. Oral arguments are 
scheduled for September 27. 2016. On February 9, 2016, the U.S. Supreme Court granted a stay in the matter, halting implementation of the 
CPP until legal challenges are resolved. 

Compliance with CPP could cause the industry to replace coal generation with natural gas and renewables. Costs to operate coal-fired 
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to 
CPP, which may result in the retirement of coal-fired generation plants earlier than the current useful lives. If the CPP is ultimately upheld by 
the courts and implementation goes forward, Duke Energy Kentucky could incur increased fuel, purchased po......er, operation and maintenance 
and other costs for replacement generation as a result of this rule. Due to the uncertainties related to the implementation of the CPP, Duke 
Energy Kentucky cannot predict the outcome of these matters. 

LITIGATION 

Duke Energy Kentucky is involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which 
involve significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its 
results of operations, cash flows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies 
as incurred. 

OTHER COMMITMENTS AND CONTINGENCIES 

General 

As part of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various third parties. These guarantees involve elements of performance 
and credit risk, which are not included on the Condensed Balance Sheets. The possibility of Duke Energy Kentucky having to honor its 
contingencies is largely dependent upon future operations of various third parties or the occurrence of certain future events. 

4. DEBT AND CREDIT FACILITIES 

SIGNIFICANT DEBT ISSUANCES 

Jn January 2016, Duke Energy Kentucky issued $95 milllon of unsecured debentures, of which $45 million carry a fixed interest rate of 3.42 
percent and mature January 15, 2026, and $50 million carry a fixed interest rate of 4.45 percent and mature January 15, 2046. Proceeds were 
primarily used to refinance existing debt, including money pool borrowings, capital expenditures and for general corporate purposes. 

CURRENT MATURITIES OF LONG-TERM DEBT 

At March 31, 2016, Duke Energy Kentucky had $50 million of tax-exempt bonds with a 1.266%1 floating interest rate and a maturity date of 
August 2027. However, the bonds have a mandatory put in December 2016 and are classified as Current maturities of long-term debt on the 
Balance Sheets. 
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Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and money pool borrowings, which are short-term 
obligations by nature, are classified as long-term due to Duke Energy Kentucky's intent and ability to utilize such borrowings as long-term 
financing. As Duke Energy's Master Credit Facility and Duke Energy Kentucky's bilateral letter of credit agreement has non-cancelable terms 
in excess of one year as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a long
term basis. 

At March 31, 2016 and December 31, 2015, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as 
Long-Term Debt and Long-Term Debt Payable to Affiliated Companies, respectively, on the Condensed Balance Sheets. 

MASTER CREDIT FACILITY 

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion through January 2020. Duke Energy Kentucky has borrowing capacity 
under the Master Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke 
Energy Kentucky's borrowing sub limit, subject to a maximum subl!mit. The amount available to Duke Energy Kentucky under the Master Credit 
Facility may be reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that 
may be put to Duke Energy Kentucky at the option of the holder. 

At March 31, 2016, Duke Energy Kentucky had a borrowing capacity sublimit of $125 million and available capacity of $100 million under Duke 
Energy's Master Credit Facility. 

5. RELATED PARTY TRANSACTIONS 

Duke Energy Kentucky engages in related party transactions in accordance with the KPSC and FERC regulations. Refer to the Condensed 
Balance Sheets for balances due to or due from related parties. Material amounts related to transactions with related parties included in the 
Condensed Statements of Operations are presented in the following table. 

Three Months Ended March 31, 

(in thousands) 2016 2015 
Corporate governance and shared service expenses(a) $ 20,825 $ 19,797. 

(a) Duke Energy Kentucky is charged its proportionate share of costs, primarily related to human resources and employee benefits, 
information technology, legal and accounting fees as l/w'ell as other third-party costs, from an unconsolidated affiliate that is a 
consolidated affiliate of Duke Energy. These amounts are recorded in Operation, maintenance and other on the Condensed 
Statements of Operations. 

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, including 
rental of office space, participation in a money pool arrangement with Duke Energy and certain of its subsidiaries, other operational 
transactions and its proportionate share of certain charged expenses. The net impact of these transactions was not material for each of the 
three months ended March 31, 2016 and 2015. 

Certain trade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated affiliate formed by a subsidiary of Duke 
Energy. The proceeds obtained from the sales of receivables are largely cash but also include a subordinated note from CRC for a portion of 
the purchase price. Refer to Notes 1 and a for further information related to these sales of receivables. 

lntercompany Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictional returns. Duke Energy Kentucky 
has a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Income taxes recorded represent 
amounts Duke Energy Kentucky would incur as a separate C-Corporation. Duke Energy Kentucky had an intercompany income tax payable 
balance of $2 million as of March 31, 2016, and an intercompany income tax receivable balance of $13 million as of December 31, 2015. 

6. DERIVATIVES AND HEDGING 

COMMODITY PRICE RISK 

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due 
to the use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the 
prices of electricity, fuel and emission allowances associated with its generation output not utilized to serve retail operations or committed load 
(off-system, wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are primarily financial transmission rights. 

See Note 7 for additional information on the fair value of commodity derivatives. 

11 



INTEREST RATE RISK 

DUKE ENERGY KENTUCKY, INC 
Notes to Condensed Financial Statements 

(Unaudited) 

KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment DEK Qi 2016 

Financial Statement 
Page 12 of 16 

Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate 
debt. Interest rate risk is managed by l!miting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. 
To manage risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate 
swaps and U.S. Treasury lock agreements. The notional amount of interest rate swaps outstanding was $26. 7 million at March 31, 2016 and 
December 31, 2015. Financial contracts entered into by Duke Energy Kentucky are not designated as a hedge because they are accounted 
for under regulatory accounting. With regulatory accounting, the mark-to-market gains or losses are deferred as regulatory liabilities or assets, 
respectively. Regulatory assets and liabilities are amortized consistent with the treatment of related costs in the ratemaking process. The 
accrual of interest on swaps is recorded as Interest Expense on the Condensed Statements of Operations. 

See Note 7 for additional information on the fair value of interest rate derivatives. 

CREDIT RISK 

Duke Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreements and establishes credit limits and 
monitors the appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements for retail electric customers are 
established by the KPSC. 

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

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

7. FAIR VALUE MEASUREMENTS 

Fair value is the exchange price to sell an asset or transfer a liability in an orderly transaction between market participants at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
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 may be readily observable, corroborated by market data or generally unobservable. Valuation techniques 
maximize the use of observable inputs and minimize the use of unobservable inputs. A midmarket pricing convention (the midpoint price 
between bid and ask prices) is permitted for use as a practical expedient. 

Fair value measurements are classified in three levels based on the fair value hierarchy: 

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing 
pricing information. 

Level 2 -A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or 
indirectly, for an asset or liability. Inputs include (i) quoted prices for similar assets or liabilities in active markets, (ii) quoted prices for identical 
or similar assets or liabilities in markets that are not active, (iii) 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, and credit spreads. A Level 2 
measurement cannot have more than an insignificant portion of its 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 3 -Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These 
inputs may be used with internally developed methodologies that result in management's best estimate of fair value. Level 3 measurements 
may include longer-term instruments that extend into periods in which observable inputs are not available. 

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at 
fair value, such as equity method investments or the company's own debt, at fair value. Duke Energy Kentucky has not elected to record any 
of these items at fair value. 

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more observable during the period. Duke Energy 
Kentucky's policy is to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels 1, 2 or 3 during the three months ended March 31, 2016 and 2015. 

Interest rate derivatives 

Most over-the-counter interest rate contract derivatives are valued using financial models which utilize observable inputs for similar 
instruments and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the 
counterparties. 
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The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed 
Balance Sheets. Derivative amounts in the table below exclude cash collateral. 

(in thousands) 

Derivative assets(aJ 
Derivative liabilities<bJ 

Net (liabilities) assets 

(In thousands) 

Derivative assetsCaJ 
Derivative liabilities<bJ 

Net (liabilities) assets 

$ 

$ 

$ 

$ 

Total Fair 
Value 

684 $ 
(7,740) 

(7,056) $ 

Total Fair 
Value 

2,913 $ 
(6,678) 

(3, 765) $ 

March 31, 2016 

Level 1 Level2 Levell 
192 $ $ 492 

(401) (7,339) 

(209) $ (7,339) $ 4920 

December 31, 2015 

Level 1 Level2 Levell 

$ $ 2,913 
(27) (6,651) 

(27) $ (6,651) $ 2,913 

(a) Included in Other within Current Assets on the Condensed Balance Sheets. The amounts classified as Level 3 relate to financial 
transmission rights. 

(b) Included in Other within Current Liabilities and Other within Deferred Credits and Other liabilities on the Condensed Balance 
Sheets. The amounts classified as Level 2 relate to interest rate swaps. 

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

Derivatives (net) 
Three Months Ended March 31, 

(in thousands) 2016 2015 
Balance at beginning of period $ 2,913, $ 1,033 
Total pretax realized or unrealized gains included in earnings: 

Operating Revenues (406) 
Purchases, sales, issuances and settlements: 

Settlements (1,263) 48 

Total losses included on the Condensed Balance Sheet as regulatory asset or liability (1,158) (243) 

Balance at end of period $ 492 $ 432. 

OTHER FAIR VALUE DISCLOSURES 

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 detemiined are not necessarily indicative of the amounts Duke Energy 
Kentucky could have settled in current markets. The fair value of long-term debt is detemiined using Level 2 measurements. 

March 31, 2016 December 31, 2015 

(in thousands) Book value Fair value Book value Fair value 

Long-Temi debt, including current maturities $ 363,452 $ 386,438 $ 319,027 $ 332,620 

At both March 31, 2016 and December 31, 2015, the fair value of cash and cash equivalents, accounts and notes receivable, and accounts 
and notes payable 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. 

8. VARIABLE INTEREST ENTITIES 

A variable interest entity (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 pov.'er to the amount of equity invested in an entity. This analysis is perfomied 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. A 
qualitative analysis of control determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct 
the most significant activities of the VIE that impact its economic perfomiance and (ii) 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. 
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CRC is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky 
does not consolidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the 
sale of electricity and/or related services from Duke Energy Kentucky. Receivables sold are securitized by CRC through a credit facility 
managed by two unrelated third parties. CRC's borrowing availability is limited to the amount of qualified receivables sold to CRC, which is 
expected to be in excess of the credit facility. The sole source of funds to satisfy CRC's related debt obligation is cash collections from the 
receivables. Depending on experience with collections, additional equity infusions to CRC may be required by Duke Energy to maintain a 
minimum equity balance of $3 million. There were no infusions to CRC during the three months ended March 31, 2016 or the year ended 
December 31, 2015. 

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of 
a subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of 
$8. 7 million and $10.1 million from CRC at March 31, 2016 and December 31, 2015, respectively. These balances are included in Receivables 
from affiliated companies on the Condensed Balance Sheets. 

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the most significant 
activities that impact economic performance of the entity are not performed by the equity holder, Cinergy Corp. (Cinergy) and (iii) deficiencies 
in 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. Duke Energy consolidates CRC as it makes these decisions. Duke Energy Kentucky 
does not consolidate CRC. No financial support was provided to this non-consolidated VIE during the three months ended March 31, 2016 or 
the year ended December 31, 2015, or expected to be provided in the future, that was not previously contractually required. 

The subordinated note held by Duke Energy Kentucky is stated at fair value. Carrying values of retained interests are determined by allocating 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the 
subordinated notes are not materially different than their face value because (i) the receivables generally turnover in less than two months, (ii) 
credit losses are reasonably predictable due to the broad customer base and lack of significant concentration and (iii) the equity in CRC is 
subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retained interests assuming 
both a 10 percent and a 20 percent 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 Kentucky on the retained interests using the acceptable 
yield method. This method 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 retained interests and purchased beneficial interest whenever 
it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's maximum exposure to loss does not exceed 
the carrying value. 

Key assumptions used in estimating fair value in 2016 and 2015 are detailed in the following table. 

Anticipated credit loss ratio 

Discount rate 

Receivables turnover rate 

The following table presents gross and net receivables sold. 

2016 

0.5°/o 

1.4°/o 

11.5°/o 

2015 

0.5°/o 

1.2%1 

11.3% 

(in thousands) March 31, 2016 December 31, 2015 

Receivables sold 

Less: Retained interests 

Net receivables sold 

The following table presents sales and cash flows related to receivables sold. 

(in thousands) 

Sales 

Receivables sold 

Loss recognized on sale 

Cash flows 

Cash p~oceeds from receivables sold 

Collection fees received 

Return received on retained interests 

$ 

$ 

$ 

$ 

48,260 

8,721 

$ 46,253 

10, 137 

39,539 $ 36, 116 

Three Months Ended March 31, 

2016 2015 

121,698 $ 146,183 

470 517 

122,644 $ 146,935 

61 73 

199 255 

Cash flows from the sale of receivables are reflected within Operating Activities on the Condensed Statements of Cash Flows. 
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Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance, and other 
on the Condensed Statement of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the 
receivables sold during the month by the required discount which is derived monthly utilizing a three year weighted average formula that 
considers charge-off history, late charge history and turnover history on the sold receivables, as well as a component for the time value of 
money. The discount rate, or component for the time value of money, is calculated monthly by summing the prior month-end London Interbank 
Offered Rate (LIBOR) plus a fixed rate of 1.00 percent. 

9. EMPLOYEE BENEFIT PLANS 

Duke Energy Kentucky participates in qualified and non-qualified defined benefit pension plans and other post-retirement benefit plans 
sponsored by Duke Energy. Duke Energy allocates pension and other post-retirement obligations and costs related to these plans to Duke 
Energy Kentucky. 

DEFINED BENEFIT PENSION PLANS 

The qualified non-contributory defined benefit pension plans cover most employees using a cash balance formula. Under a cash balance 
formula, a plan participant accumulates a retirement benefit consisting of pay credits equal to a percentage of eligible earnings based on age 
or the combination of age and years of service, and interest credits. Certain employees are covered under plans that use a final average 
earnings formula. Under these average earnings formulas, a plan participant accumulates a retirement benefit equal to the sum of 
percentages of their (i) highest three-year or four-year average earnings, (ii) highest three-year or four-year average earnings in excess of 
covered compensation per year of participation (maximum of 35 years) and/or (iii) highest three-year average earnings times years of 
participation in excess of 35 years. The non-qualified, non-contributory defined benefit pension plans cover certain executives. 

Duke Energy uses a December 31 measurement date for its defined benefit pension plan assets and obligations. Duke Energy's policy is to 
fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan participants. Duke Energy did not 
make any contributions to its qualified pension plans during the three months ended March 31, 2016. During the three months ended March 
31, 2015, Duke Energy made a $132 million contribution, of which $55 thousand represents Duke Energy Kentucky's proportionate share. 

OTHER POST RETIREMENT BENEFIT PLANS 

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a 
contributory and non-contributory basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, 
as defined in the plans. The health care benefits include medical, dental, and prescription drug coverage and are subject to certain limitations, 
such as deductibles and co-payments. 

Net periodic benefit costs disclosed in the table below for the qualified pension, non-qualified pension and other post-retirement benefit plans 
represent the cost of the respective benefit plan for the periods presented. Portions of the net periodic benefit costs disclosed in the tables 
below have been capitalized as a component of property, plant and equipment. Amounts presented in the tables below represent the amounts 
of pension and other post-retirement benefit costs allocated by Duke Energy for employees of Duke Energy Kentucky. Additionally, Duke 
Energy Kentucky is allocated its proportionate share of pension and other post-retirement benefit costs for employees of Duke Energy's 
shared services affiliate that provides support to Duke Energy Kentucky. These allocated amounts are included in the governance and shared 
services costs discussed in Note 5. 

Three Months Ended March 31, 

2016 2015 
Non- Other Post- Non- Other Post-

Qualified Qualified Retirement Qualified Qualified Retirement 
Pension Pension Benefit Pension Pension Benefit 

(in thousands) Plans Plans Plans Plans Plans Plans 
Service cost $ 365 $ $ 22 $ 355 $ $ 28 

Interest cost on projected benefit obligation 1,092 2 72 985 2 76 

Expected return on plan assets (1,539) (15) (1.427) (12) 

Amortization of actuarial loss (gain) 419 1 (29) 493 2 1 

Amortization of prior service cost (credit) (32) 7 (18) 

Other 23 20 

Net periodic benefit costs $ 361 $ 3 $ 18 $ 433 $ 4 $ 75 

EMPLOYEE SAVINGS PLAN 

Duke Energy Kentucky also participates in an employee savings plan sponsored by Duke Energy. Most employees participate in a matching 
contribution formula where Duke Energy provides a matching contribution generally equal to 100 percent of employee before-tax and Roth 
401 (k) contributions of up to 6 percent of eligible pay per period. 

For new and rehired non-union and certain unionized employees who are not eligible to participate in Duke Energy's defined benefit plans, an 
additional employer contribution of 4 percent of eligible pay per pay period, subject to three-year vesting, is provided to the employee's 
savings plan account. 
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Duke Energy Kentucky's expense related to its proportionate share of employer contributions was $228 thousand and $215 thousand for the 
three months ended March 31, 2016 and 2015, respectively. 

10. INCOME TAXES 

Duke Energy Kentucky's taxable income is included ln consolidated federal and state income tax returns filed by Duke Energy. Pursuant to a 
tax sharing agreement with Duke Energy, Duke Energy Kentucky records income tax amounts that would be incurred if it was a C-Corporation 
separate filer. 

The effective tax rates for Duke Energy Kentucky are 24.7 percent and 37.2 percent for the three months ended March 31, 2016 and 2015, 
respectively. The decrease in the effective tax rate is primarily due to a favorable adjustment for depreciation and other property, plant and 
equipment. 

11. SUBSEQUENT EVENTS 

For information on subsequent events related to regulatory matters and commitments and contingencies, see Notes 2 and 3, respectively. 
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DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Operations 
(Unaudited) 

{in thousands) 

Operating Revenues 

Electric 

Natural gas 
Total operating revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 
Cost of natural gas 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Total operating expenses 

(Losses) Gains on Sales of Assets, net 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

See Notes to Condensed Financial Statements 
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Six Months Ended June 30, 

2016 2015 

$ 163,681 $ 184,045 

50,597 69,125 

214,278 253,170 

61, 116 78,102 

18,193 31,515 

68,718 64,808 

21,627 24,901 
7,279 6,501 

176,933 205,827. 

(6) 235 

37,339 47,578 

995 277 
7,921 7,176 

30,413 40,679 

8,238 15,119 

$ 22,175 $ 25,560 



DUKE ENERGY KENTUCKY, INC. 
Condensed Balance Sheets 
(Unaudited) 

(in thousands, except share amounts) 

ASSETS 

Current Assets 

Cash and cash equiva.lents $ 

Receivables (net of allowance for doubtful accounts of $126 at 2016 and $195 at 2015) 

Receivables from affiliated companies 
Notes receivable from affiliated companies 
Inventory 

Regulatory assets 
Collateral assets 
Other 

Total current assets 
Other Assets 
Property, Plant and Equipment 
Cost 

Accumulated depreciation and amortization 
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 

Accounts payable $ 
Accounts payable to affiliated companies 

Notes payable to affiliated companies 

Taxes accrued 

Interest accrued 

Current maturities of long-term debt 

Regulatory liabilities 

Other 

Total current liabilities 

Long~Term Debt 

Long-term Debt Payable to Affiliated Companies 

Deferred Credits and Other Liabilities 

Deferred income taxes 

Investment tax credits 

Accrued pension and other post-retirement benefit costs 

Asset retirement obligations 

Regulatory liabilities 

Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 

Equity 

Common Stock, $15.00 par value, 1,000,000 shares authorized and 585,333 shares 
outstanding at 2016 and 2015 

Additional paid-in-capital 

Retained earnings 

Total equity 

Total Llabllltles and Equity $ 

See Notes to Condensed Financial Statements 
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June 30, 2016 December 31, 2015 

5,736 $ 9,141 

1,606 5,488 

9,778 11,499: 

2,387 

44,413 44,141: 

6,637 8,879 

13,631 13,749; 

14,120 23,207 

98,308 116,104 

2,400 6,448 

2,111,739 2,079,761 

(935,718) (923,578) 

1,176,021 1,156,183 

81,298 61,411 

290 332 
81,588 61,743 

1,358,317 $ 1,340,478 

21,066 $ 25,654 

7,076 14,426 
55,743 

8,965 10,550 
4,328 3,343 

51,148 101,519; 

2,377 2,668 

20,822 19,260 

115,782 233,163 
286,879 192,508 

25,000 25,000 

305,406 289,642 
786 887 

11,616 11,649 

103,028 103,500 

55,501 52,986 

27,712 26,711 

504,049 485,375 

8,780 8,780 

167,494 167,494 

250,333 228, 158 

426,607 404,432 
1,358,317 $ 1,340,478 



DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Cash Flows 
(Unaudited) 

(in thousands) 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income 

Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and amortization 
Losses (gains) on sales of assets, net 
Deferred income taxes 

Accrued pension and other post-retirement benefit costs 
Contributions to qualified pension plans 
Payments for asset retirement obligations 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedgin'g 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 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures 

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 to affiliated companies 

Other 

Net cash used in financing activities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

Supplemental Disclosures: 

Significant non-cash transactions: 

Accrued capital expenditures 

See Notes to Condensed Financial Statements 
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Six Months Ended June 30, 

2016 2015 

$ 22,175 $ 25,560 

22,185 25,899 

6 (235) 

12,187 1,700 

763 1,059 

(55) 
(2,602) (680) 

(3) (27) 

3,859 (2,965) 

1,721 9, 113 
(272) 8,811 

9,138 4,199 

(7,750) (3,896) 
(7,350) (6,390) 

1,912 6,273 

790 4,378 

(4,145) (6,090) 

(859) (1,516) 

51,755 65,138' 

(37,624) (30,026) 

(2,387) 

(3,524) (2,281) 

(43,535) (32,307) 

94,607 

(50,489) (594) 

(55,743) (32,764) 

(112) 

(11,625) (33,470) 

(3,405) (639) 

9,141 11,307 

$ 5,736 $ 10,668 

$ 4,215 $ 3,727 



DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Changes in Equity 
(Unaudited) 

(in thousands) 
Balance at December 31, 2014 

Net income 
Balance at June 30, 2015 

Balance at December 31, 2015 
Net income 

Balance at June 30, 2016 

Common 
Stock 

$ 8,780 

$ 8,780 

$ 8,780 

$ 8,780 

See Notes to Condensed Financial Statements 
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Additional 
Paid-In Retained 
Capital Earnings Total 

$ 167,494 $ 236,982 $ 413,256 

25,560 25,560 

$ 167,494 $ 262,542 $ 438,816 

$ 167,494 $ 228,158 $ 404,432 

22,175 22,175 

$ 167,494 $ 250,333 $ 426,607' 



DUKE ENERGY KENTUCKY, INC 
Notes to Condensed Financial Statements 

(Unaudited) 

1. ORGANIZATION AND BASIS OF PRESENTATION 

NATURE OF OPERATIONS 
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Duke Energy Kentucky, Inc. (Duke Energy Kentucky) is a combination electric and natural gas public utility company that provides service in 
northern Kentucky. Duke Energy Kentucky's principal lines of business include generation, transmission, distribution and sale of electricity, as 
well as the transportation and sale of natural gas. Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service 
Commission (KPSC) and the Federal Energy Regulatory Commission (FERG). Duke Energy Kentucky's common stock is wholly owned by 
Duke Energy Ohio, Inc. (Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy). 

BASIS OF PRESENTATION 

These interim Condensed Financial Statements and Notes do not include all of the information and notes required by generally accepted 
accounting principles (GAAP) in the United States (U.S.) for annual financial statements. Accordingly, the interim Condensed Financial 
Statements and Notes should be read in conjunction with Duke Energy Kentucky's Financial Statements and Notes for the year ended 
December 31, 2015. These interim Condensed Financial Statements reflect all normal recurring adjustments that are, in the opinion of Duke 
Energy Kentucky's management, necessary to fairly present Duke Energy Kentucky's financial position and results of operations. Amounts 
reported in the interim Condensed Statements of Operations are not necessarily indicative of amounts expected for the respective annual 
periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, timing of maintenance on electric 
generating units, changing commodity prices and other factors. 

In preparing financial statements that conform to GAAP, management must make estimates and assumptions that affect the reported amounts 
of assets and liabilities, the reported amounts of revenues and expenses, and the disclosure of contingent assets and liabilities at the date of 
the financial statements. Actual results could differ from those estimates. 

REVENUE RECOGNITION AND UNBILLED REVENUE 

Revenues on sales of electricity and natural gas are recognized when service is provided or the product is delivered. Unbilled revenues are 
recognized by applying customer billing rates to the estimated volumes of energy delivered but not yet billed. Unbilled revenues can vary 
significantly from period to period as a result of seasonality, weather, customer usage patterns, customer mix, average price in effect for 
customer classes, timing of rendering customer bills and meter reading schedules. 

Duke Energy Kentucky sells nearly all of its retail accounts receivable to an affiliate, Cinergy Receivables Company, LLC (CRC), on a 
revolving basis. As discussed further in Note 8, Duke Energy Kentucky accounts for these transfers of receivables to CRC as sales. 
Accordingly, the receivables sold are not reflected on the Condensed Balance Sheets. Receivables for unbilled revenues related to retail 
accounts receivable included in the sales of accounts receivable to CRC at June 30, 2016 and December 31, 2015, were $15 million and $16 
million, respectively. 

Receivables on the Condensed Balance Sheets include amounts related to unbilled wholesale revenues of $80 thousand and $674 thousand 
at June 30, 2016 and December 31, 2015, respectively. 

NEW ACCOUNTING STANDARDS 

The new accounting standards adopted for 2016 and 2015 had no material impact on the presentation or results of operations, cash flows or 
financial position of Duke Energy Kentucky. The following accounting standards were adopted by Duke Energy Kentucky during 2015. 

Balance Sheet Presentation of Debt Issuance Costs. In April and August 2015, the FASB issued revised accounting guidance for the 
presentation of debt issuance costs. The core principle of this revised accounting guidance is that debt issuance costs are not assets, but 
adjustments to the carrying cost of debt. For Duke Energy Kentucky, this revised accounting guidance was adopted retrospectively. 

The implementation of this accounting standard resulted in a reduction of Other within Regulatory Assets and Deferred Debits and in Long
Term Debt of approximately $1 million on the Condensed Balance Sheets as of June 30, 2016 and December 31, 2015. 

The following new Accounting Standards Updates (ASUs) have been issued, but have not yet been adopted by Duke Energy Kentucky, as of 
June 30, 2016. 

Revenue from Contracts with Customers. In May 2014, the FASB issued revised accounting guidance for revenue recognition from 
contracts with customers. The core principle of this guidance is that an entity should recognize revenue to depict the transfer of promised 
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those 
goods or services. The amendments in this update also require disclosure of sufficient information to allow users to understand the nature, 
amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. 

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018. The 
guidance can be applied retrospectively to all prior reporting periods presented or retrospectively with a cumulative effect as of the initial date 
of application. Duke Energy Kentucky is currently evaluating the requirements. The ultimate impact of the new standard has not yet been 
determined. 

Leases. In February 2016, the FASB issued revised accounting guidance for leases. The core principle of this guidance is that a lessee 
should recognize the assets and liabilities that arise from leases on the balance sheet. For Duke Energy Kentucky, this guidance is effective 
for interim and annual periods beginning January 1, 2019, although it can be early adopted. The guidance is applied using a modified 
retrospective approach. Duke Energy Kentucky is currently evaluating the requirements. Other than an expected increase in assets and 
liabilities, the ultimate impact of the new standard has not yet been determined. 
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The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERG approves rates for 
electric sales to wholesale customers served under cost-based rates, as well as sales of transmission service. 

Dry Bottom Ash Conversion 

On July 28, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a certificate of public convenience and necessity to 
convert to dry bottom ash at the East Bend station. The project is necessary to comply with various environmental law requirements. If 
approved, the project is estimated to cost approximately $23 million. Duke Energy Kentucky cannot predict the outcome of this matter. 

Big Bone Pipeline Project 

On May 11, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a certificate of public convenience and necessity to 
construct a new natural gas pipeline and related facilities. The project will provide for needed capacity on the Duke Energy Kentucky natural 
gas delivery system and 'Nill provide greater reliability of the overall delivery system. If approved, the project is estimated to be completed prior 
to the 2017 winter heating season at a total cost of approximately $14 mlltion. Duke Energy Kentucky cannot predict the outcome of this 
matter. 

Natural Gas Pipeline Testing Costs 

On April 29, 2016, Duke Energy Kentucky filed an application with the KPSC requesting approval to defer approximately $2 million of 
unplanned operations and maintenance expense related to pressure testing of natural gas pipelines which will occur in 2016. The testing is 
required to comply with regulations promulgated by the Pipeline and Hazardous Materials Safety Administration. The KPSC approved the 
application on July 22, 2016. 

Advanced Metering Infrastructure 

On April 25, 2016, Duke Energy Kentucky filed with the KPSC an application for approval of a certificate of public convenience and necessity 
for the construction of advanced metering infrastructure. Duke Energy Kentucky anticipates that the estimated $4g million project, if approved, 
will take about two years to complete. Duke Energy Kentucky also requested approval to establish a regulatory asset of approximately $10 
million for the remaining book value of existing meter equipment and inventory that will be replaced. On July 20, 2016, the Kentucky Attorney 
General, the only intervenor in the proceeding, moved to dismiss the application. Duke Energy Kentucky filed its opposition to the Kentucky 
Attorney General's motion to dismiss on July 27, 2016. Duke Energy Kentucky cannot predict the outcome of this matter. 

Accelerated Natural Gas Service Line Replacement Program 

On July 6, 2015, Duke Energy Kentucky filed an application for approval of an accelerated natural gas service line replacement program (ASRP). 
Under the ASRP, Duke Energy Kentucky proposed to replace certain natural gas service lines on an accelerated basis over a five year 
period. Through the ASRP, Duke Energy Kentucky also proposed to complete preliminary survey and investigation work related to natural gas 
service lines that are customer-owned and for which it does not have valid records and, further, to relocate interior natural gas meters to suitable 
exterior locations where such relocation can be accomplished. Duke Energy Kentucky estimates capital and operations and maintenance 
expenditures undertheASRPwill total approximately $50 million. The filing also sought approval of a rider for ASRP expenditures to be recovered 
(Rider ASRP), which Duke Energy Kentucky would update on an annual basis. 

Duke Energy Kentucky reached a settlement with the lone intervenor, the Kentucky Attorney General, Y.Jhich included the following key terms: 
(i) g,7 percent return on equity; (ii) meter relocations only Y.Jhere code violations exist; (iii) one year rate stay-out, with exceptions; and, (iv) an 
annual $1.00 per month cap on Rider ASRP rate increases for residential customers. On February 2, 2016, the KPSC issued an order 
approving the settlement. On July 1, 2016, Duke Energy Kentucky filed its annual ASRP projections, rate and tariffs application with the KPSC 
requesting an August 2016 effective date. The KPSC determined an investigation into the reasonableness of the proposed rates is necessary 
and suspended the effective date through December 2016. Duke Energy Kentucky cannot predict the outcome of this matter. 

Regional Transmission Organization Realignment 

Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets to effect a Regional Transmission Organization 
(RTO) realignment from Midcontinent Independent System Operator, Inc. (MISO) to PJM Interconnection, LLC (PJM), effective December 31, 
2011. 

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to 
seek double-recovery in a future rate case of the transmission expansion fees that may be charged by MISO and PJM in the same period or 
overlapping periods. Duke Energy Kentucky is not currently recovering PJM or MISO transmission expansion fees through current base rates. 

Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation and share of 
MISO Transmission Expansion Planning (MTEP) costs, excluding Multi-Value Projects (MVP). This liability was recorded within Other in 
Current Liabilities and Other in Deferred Credits and Other Liabilities on the Condensed Balance Sheets. 
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The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MISO. 

Provision I Cash 

(in thousands) December 31, 2015 Adjustments Reductions June 30, 2016 

MISO Withdrawal liability $ 19,931 $ 362 $ (677) $ 19,616 

MVP 

MISO approved 17 MVP proposals prior to Duke Energy Ohio's and Duke Energy Kentucky's exit from MISO on December 31, 2011. 
Construction of these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, 
property and income taxes, depreciation and an allowed return, are allocated and billed to MISO transmission owners. 

On December 29, 2011, MISO filed a tariff with the FERG providing for the allocation of MVP costs to a withdrawing owner based on monthly 
energy usage. The FERG set for hearing (i) whether MISO's proposed cost allocation methodology to transmission owners who withdrew from 
MISO prior to January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO, and, (ii) if not, what should be the amount 
of and methodology for calculating any MVP cost responsibility. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the 
period from 2012 to 2071 at $450 million, on an undiscounted basis. On July 16, 2013, a FERG Administrative Law Judge (ALJ) issued an 
initial decision. Under this initial decision, Duke Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio 
and Duke Energy Kentucky filed exceptions to the initial decision, requesting the FERG overturn the ALJ's decision. 

On October 29, 2015, the FERG issued an order reversing the ALJ's decision. FERG ruled the cost allocation methodology is not consistent 
with the MISO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from MISO. On 
May 19, 2016, the FERC denied the request for rehearing filed by MISO and the MISO Transmission Owners. On July 15, 2016, the MlSO 
Transmission Owners filed a petition for review with the U.S. Court of Appeals for the Sixth Circuit. Duke Energy Kentucky cannot predict the 
outcome of this matter. 

OTHER REGULATORY MATTERS 

PJM Capacity Performance Proposal 

On June 9, 2015, the FERC ruled in favor of PJM on a revised Tariff and Reliability Assurance Agreement including implementation of a 
Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation non-performance. The CP 
proposal includes performance-based penalties for non-compliance. Duke Energy Kentucky is a Fixed Resource Requirement (FRR) entity, 
and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to Duke Energy Kentucky in the 
delivery year beginning June 1, 2019, with full compliance beginning June 1, 2020. 

Duke Energy Kentucky is evaluating potential strategies for compliance and required investment. The regulatory treatment of CP compliance 
costs and potential penalties has not been determined. The ruling could result in an adverse impact on Duke Energy Kentucky's future results 
of operations and cash flows. Duke Energy Kentucky cannot predict the outcome of this matter. 

Regulatory Assets for Coal Combustion Residuals Cost 

On June 10, 2015, Duke Energy Kentucky filed an application with the KPSC seeking approval to record asset retirement obligation (ARO) 
amounts and other compliance obligations related to the disposal of coal combustion residuals (CCR) at Duke Energy Kentucky's East Bend 
Station as regulatory assets and to defer costs incurred, including carrying costs. The application was approved in December 2015. 

Refer to Note 3 for further information on the U.S. Environmental Protection Agency's (EPA) rule to regulate the disposal cif CCR from electric 
utilities as solid waste. 

3. COMMITMENTS AND CONTINGENCIES 

ENVIRONMENTAL 

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

Remediation Activities 

Duke Energy Kentucky is responsible for environmental remediation at various sites. These include some properties that are part of ongoing 
operations and sites formerly owned or used by Duke Energy Kentucky. These sites are in various stages of investigation, remediation and 
monitoring. Managed in conjunction with relevant federal, state and local agencies, remediation activities vary based upon site condition and 
location, remediation requirements, complexity and sharing of responsibility. If remediation activities Involve joint and several liability 
provisions, strict liability, or cost recovery or contribution actions, Duke Energy Kentucky could potentially be held responsible for 
environmental impacts caused by other potentially responsible parties, and may also benefit from insurance policies or contractual indemnities 
that cover some or all cleanup costs. Liabilities are recorded when losses become probable and are reasonably estimable. The total costs that 
may be incurred cannot be estimated because the extent of environmental impact, allocation among potentially responsible parties, 
remediation alternatives and/or regulatory decisions have not yet been determined. Additional costs associated with remediation activities are 
likely to be incurred in the future and could be significant. Costs are typically expensed as Operation, maintenance and other in the 
Condensed Statements of Operations unless regulatory recovery of the costs is deemed probable. 
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Duke Energy Kentucky has recorded approximately $520 thousand of probable and estimable costs related to its various environmental sites 
in Other within Deferred Credits and Other Liabilities on the Condensed Balance Sheets as of June 30, 2016 and December 31, 2015. 
Additional losses in excess of recorded reserves are expected to be immaterial for the stages of investigation, remediation and monitoring for 
the environmental sites that have been evaluated. The maximum amount of the range for all stages of Duke Energy Kentucky's environmental 
sites cannot be determined at this time. 

Coal Combustion Residuals 

On April 17, 2015, the EPA published in the Federal Register a rule to regulate the disposal of CCR from electric utilities as solid waste. The 
federal regulation, which became effective in October 2015, classifies CCR as nonhazardous waste under Subtitle D of the Resource 
Conservation and Recovery Act and allows for beneficial use of CCR with some restrictions. The regulation applies to all new and existing 
landfills, new and existing surface impoundments receiving CCR and existing surface impoundments that are no longer receiving CCR but 
contain liquid located at stations currently generating electricity (regardless of fuel source). The rule establishes requirements regarding landfill 
design, structural integrity design and assessment criteria for surface impoundments, groundwater monitoring and protection procedures and 
other operational and reporting procedures to ensure the safe disposal and management of CCR. Various industry and environmental parties 
have appealed the EPA's CCR rule in the District of Columbia (D.C.) Circuit Court of Appeals. On April 18, 2016, the EPA filed a motion with 
the federal court to settle five issues raised in litigation. On June 14, 2016, the court approved the motion with respect to all of those issues. 
Duke Energy does not expect a material impact from the settlement or that it will result in additional asset retirement obligation adjustments. 

In addition to the requirements of the federal CCR regulation, CCR landfills and surface impoundments will continue to be independently 
regulated by most states. As a result of the EPA rule, Duke Energy Kentucky recorded an ARO during 2015. See Note 2 for information 
regarding the recovery of expenditures related to CCR. 

Clean Power Plan 

On October 23, 2015, the EPA published in the Federal Register the Clean Power Plan (CPP) rule for regulation of carbon dioxide (C02) 
emissions from existing fossil fuel-fired electric generating units. The CPP establishes C02 emission rates and mass cap goals that apply to 
existing fossil fuel-fired electric generation units. Under the CPP, states are required to develop and submit a final compliance plan, or an initial 
plan with an extension request, to the EPA by September 6, 2016. States that receive an extension must submit a final completed plan to the 
EPA by September 6, 2018. The EPA intends to review and approve or disapprove state plans within 12 months of receipt. The CPP does not 
directly impose regulatory requirements on Duke Energy Kentucky. State implementation plans will include the regulatory requirements that 
will apply to Duke Energy Kentucky. The EPA also published a proposed federal plan for public comment. A federal plan would be applied to 
states that fail to submit a plan to the EPA or where a state plan is not approved by the EPA. 

Legal challenges to the CPP have been filed by stakeholders. On January 21, 2016, the D.C. Circuit Court of Appeals denied motions from 
petitioners to stay the CPP pending court review. On February 9, 2016, the U.S. Supreme Court granted a stay in the matter, halting 
implementation of the CPP until legal challenges are resolved. Oral arguments are scheduled for September 27, 2016. 

Compliance with CPP could cause the industry to replace coal generation with natural gas and renewables. Costs to operate coal-fired 
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to 
CPP, which may result in the retirement of coal-fired generation plants earlier than the current useful lives. If the CPP is ultimately upheld by 
the courts and implementation goes forward, Duke Energy Kentucky could incur increased fuel, purchased power, operation and maintenance 
and other costs for replacement generation as a result of this rule. Due to the uncertainties related to the implementation of the CPP, Duke 
Energy Kentucky cannot predict the outcome of these matters. 

LITIGATION 

Duke Energy Kentucky is involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which 
involve significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its 
results of operations, cash flows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies 
as incurred. 

OTHER COMMITMENTS AND CONTINGENCIES 

General 

As part of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various third parties. These guarantees involve elements of performance 
and credit risk, which are not included on the Condensed Balance Sheets. The possibility of Duke Energy Kentucky having to honor its 
contingencies is largely dependent upon future operations of various third parties or the occurrence of certain future events. 

4. DEBT AND CREDIT FACILITIES 

SIGNIFICANT DEBT ISSUANCES 

In January 2016, Duke Energy Kentucky Issued $95 million of unsecured debentures, of which $45 million carry a fixed interest rate of 3.42 
percent and mature January 15, 2026, and $50 million carry a fixed interest rate of 4.45 percent and mature January 15, 2046. Proceeds were 
primarily used to refinance existing debt, including money pool borrowings, capital expenditures and for general corporate purposes. 
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At June 30, 2016, Duke Energy Kentucky had $50 million of tax-exempt bonds with a 1.2800/ii floating interest rate and a maturity date of 
August 2027. However, the bonds have a mandatory put in December 2016 and are classified as Current maturities of long-term debt on the 
Balance Sheets. 

Short-Term Obligations Classified as Long-Term Debt 

Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and money pool borrowings, Which are short-term 
obligations by nature, are classified as long-term due to Duke Energy Kentucky's intent and ability to utilize such borrowings as long-term 
financing. As Duke Energy's Master Credit Facility and Duke Energy Kentucky's bilateral letter of credit agreement has non-cancelable terms 
in excess of one year as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a long
term basis. 

At June 30, 2016 and December 31, 2015, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as Long
Term Debt and Long-Term Debt Payable to Affiliated Companies, respectively, on the Condensed Balance Sheets. 

MASTER CREDIT FACILITY 

Duke Energy has a Master Credit Facility with a capacity of $7 .5 billion through January 2020. Duke Energy Kentucky has borrowing capacity 
under the Master Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke 
Energy Kentucky's borrowing sublimit, subject to a maximum sublimit. The amount available to Duke Energy Kentucky under the Master Credit 
Facility may be reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that 
may be put to Duke Energy Kentucky at the option of the holder. 

At June 30, 2016, Duke Energy Kentucky had a borrowing capacity sublimit of $125 million and available capacity of $100 million under Duke 
Energy's Master Credit Facility. 

5. RELATED PARTY TRANSACTIONS 

Duke Energy Kentucky engages in related party transactions in accordance with the KPSC and FERC regulations. Refer to the Condensed 
Balance Sheets for balances due to or due from related parties. Material amounts related to transactions with related parties included in the 
Condensed Statements of Operations are presented in the following table. 

Six Months Ended June 30, 
(In thousands) 2016 2015 
Corporate governance and shared service expensesiaJ $ 41,696 $ 38,187 

(a) Duke Energy Kentucky is charged its proportionate share of costs, primarily related to human resources and employee benefits, 
information technology, legal and accounting fees as well as other third-party costs, from an unconsolidated affiliate that is a 
consolidated affiliate of Duke Energy. These amounts are recorded in Operation, maintenance and other on the Condensed 
Statements of Operations. 

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, including 
rental of office space, participation in a money pool arrangement with Duke Energy and certain of its subsidiaries, other operational 
transactions and its proportionate share of certain charged expenses. The net impact of these transactions was not material for each of the six 
months ended June 30, 2016 and 2015. 

Certain trade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated affiliate formed by a subsidiary of Duke 
Energy. The proceeds obtained from the sales of receivables are largely cash but also include a subordinated note from CRC for a portion of 
the purchase price. Refer to Notes 1 and 8 for further information related to these sales of receivables. 

lntercompany Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictional returns. Duke Energy Kentucky 
has a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Income taxes recorded represent 
amounts Duke Energy Kentucky would incur as a separate C-Corporation. Duke Energy Kentucky had an intercompany income tax receivable 
balance of $2 million and $13 million at June 30, 2016 and December 31, 2015, respectively. 

6. DERIVATIVES AND HEDGING 

COMMODITY PRICE RISK 

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due 
to the use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the 
prices of electricity, fuel and emission allowances associated with its generation output not utilized to serve retail operations or committed load 
(off-system, wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are primarily financial transmission rights. 

See Note 7 for additional information on the fair value of commodity derivatives. 
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Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate 
debt. Interest rate risk is managed by limiting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. 
To manage risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate 
swaps and U.S. Treasury lock agreements. The notional amount of interest rate swaps outstanding was $26.7 million at June 30, 2016 and 
December 31, 2015. Financial contracts entered into by Duke Energy Kentucky are not designated as hedges because they are accounted for 
under regulatory accounting. With regulatory accounting, the mark-to-market gains or losses are deferred as regulatory liabilities or assets, 
respectively. Regulatory assets and liabilities are amortized consistent with the treatment of related costs in the ratemaking process. The 
accrual of interest on swaps is recorded as Interest Expense on the Condensed Statements of Operations. 

See Note 7 for additional information on the fair value of interest rate derivatives. 

CREDIT RISK 

Duke Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreements and establishes credit limits and 
monitors the appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements for retail electric customers are 
established by the KPSC. 

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

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

7. FAIR VALUE MEASUREMENTS 

Fair value Is the exchange price to sell an asset or transfer a liability in an orderly transaction between market participants at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
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 may be readily observable, corroborated by market data or generally unobservable. Valuation techniques 
maximize the use of observable inputs and minimize the use of unobservable inputs. A midmarket pricing convention (the midpoint price 
between bid and ask prices) is permitted for use as a practical expedient. 

Fair value measurements are classified in three levels based on the fair value hierarchy: 

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing 
pricing information. 

Level 2 -A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or 
indirectly, for an asset or liability. Inputs include (i) quoted prices for similar assets or liabilities in active markets, (ii) quoted prices for identical 
or similar assets or liabilities in markets that are not active, (iii) 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, and credit spreads. A Level 2 
measurement cannot have more than an insignificant portion of its 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 3 -Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These 
inputs may be used with Internally developed methodologies that result in management's best estimate of fair value. Level 3 measurements 
may include longer-term instruments that extend into periods in which observable inputs are not available. 

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at 
fair value, such as equity method investments or the company's own debt, at fair value. Duke Energy Kentucky has not elected to record any 
of these items at fair value. 

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more observable during the period. Duke Energy 
Kentucky's policy is to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels during the three and six months ended June 30, 2016 and 2015. 

Interest rate derivatives 

Most over-the~counter interest rate contract derivatives are valued using financial models which utilize observable inputs for similar 
instruments and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the 
counterparties. 
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The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed 
Balance Sheets. Derivative amounts in the table below exclude cash collateral. 

(in thousands) 

Derivative assets a 
Derivative liabilities<bl 

Net (liabilities) assets 

(In thousands) 

Derivative assets(a 
Derivative llabilities<bl 

Net (liabilities) assets 

$ 

$ 

$ 

$ 

Total Fair 

Value 

4,787 $ 
(8,047) 

(3,260) $ 

Total Fair 
Value 

2,913 $ 

(6,678) 

(3,765) $ 

June 30, 2016 

Level 1 Level2 Levef 3 

$ $ 4,787 

(8,047) 

$ (8,047) $ 4,787 

December 31, 2015 

Level 1 Level2 Level3 

$ $ 2,913 

(27) (6,651) 

(27) $ (6,651) $ 2,913 

(a) Included in Other within Current Assets and Other Assets on the Condensed Balance Sheets. The amounts classified as Level 3 
relate to financial transmission rights. 

(b) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Condensed Balance 
Sheets. The amounts classified as Level 2 relate to interest rate swaps. 

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

(in thousands) 

Balance at beginning of period 

Purchases, sales, issuances and settlements: 

Purchases 

Settlements 

Total (losses) gains included on the Condensed Balance Sheet as regulatory asset or liability 

Balance at end of period 

OTHER FAIR VALUE DISCLOSURES 

$ 

$ 

Derivatives (net) 

Six Months Ended June 30, 

2016 2015 

2,913 

4,921 

(2,273) 

(774) 

4,787 

$ 

$ 

1,033 

4,611 

(811) 

224 

5,057 

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 Duke Energy 
Kentucky could have settled in current markets. The fair value of long-term debt is determined using Level 2 measurements. 

June 30, 2016 December 31, 2015 

(in thousands) Book value Fair value Book value Fair value 

Long-Term debt, including current maturities $ 363,027 $ 395,706 $ 319,027 $ 332,620 

At both June 30, 2016 and December 31, 2015, the fair value of cash and cash equivalents, accounts and notes receivable, and accounts and 
notes payable 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. 

8. VARIABLE INTEREST ENTITIES 

A variable interest entity (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. A 
qualitative analysis of control determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct 
the most significant activities of the VIE that impact its economic performance and (ii) 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. 
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CRC is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky 
does not consolidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the 
sale of electricity and related services from Duke Energy Kentucky. CRC borrows amounts under a credit facility to buy the receivables from 
Duke Energy Kentucky. Borrowing availability from the credit facility is limited to the amount of qualified receivables sold to CRC. The sole 
source of funds to satisfy the related debt obligation is cash collections from the receivables. Depending on experience with collections, 
additional equity infusions to CRC may be required by Duke Energy to maintain a minimum equity balance of $3 million. There were no 
infusions to CRC during the six months ended June 30, 2016 or the year ended December 31, 2015. 

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of 
a subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of 
$9.1 million and $10.1 million from CRC at June 30, 2016 and December 31, 2015, respectively. These balances are included in Receivables 
from affiliated companies on the Condensed Balance Sheets. 

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the activities that most 
significantly impact the economic performance of the entity are not performed by the equity holder, and (iii) deficiencies in net worth of CRC 
are funded by Duke Energy. The most significant activities that impact the economic performance of CRC are decisions made to manage 
delinquent receivables. Duke Energy consolidates CRC as it makes these decisions. Duke Energy Kentucky does not consolidate CRC. No 
financial support was provided to this non-consolidated VIE during the six months ended June 30, 2016 and the year ended December 31, 
2015, or is expected to be provided in the future, that was not previously contractually required. 

The subordinated note held by Duke Energy Kentucky is stated at fair value. Carrying values of retained interests are determined by allocating 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the 
subordinated notes are not materially different than their face value because (i) the receivables generally turnover in less than two months, (ii) 
credit tosses are reasonably predictable due to the broad customer base and lack of significant concentration and (iii) the equity in CRC is 
subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retained interests assuming 
both a 10 percent and a 20 percent 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 Kentucky on the retained interests using the acceptable 
yield method. This method 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 retained interests and purchased beneficial interest whenever 
it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's maximum exposure to loss does not exceed 
the carrying value. 

Key assumptions used in estimating fair value in 2016 and 2015 are detailed in the following table. 

Anticipated c_redit loss ratio 

Discount rate 

Receivables turnover rate 

The following table presents gross and net receivables sold. 

2016 

0.5o/o 

1.4% 

11.5% 

2015 

0.4% 

1.2°/o 

11.5% 

(in thousands) June 30, 2016 December 31, 2015 

Receivables sold 

Less: Retained interests 

Net receivables sold 

The following table presents sales and cash flows related to receivables sold. 

(in thousands) 

Sales 

Receivables sold 

Loss recognized on sale 

Cash flows 

Cash proceeds from receivables sold 

Collection fees received 

Return received on retained interests 

$ 

$ 

$ 

$ 

45,794 $ 46,253 

9,081 10,137 

36,713 $ 36,116 

Six Months Ended June 30, 

2016 2015 

218,441 $ 242,254 

831 853 

218,665 $ 251,080 

109 121 

326 405 

Cash flows from the sale of receivables are reflected within Operating Activities on the Condensed Statements of Cash Flows. 
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Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance, and other 
on the Condensed Statement of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the 
receivables sold during the month by the required discount which is derived monthly utilizing a three year weighted average formula that 
considers charge.off history, late charge history and turnover history on the sold receivables, as well as a component for the time value of 
money. The discount rate, or component for the time value of money, is calculated monthly by summing the prior month-end London Interbank 
Offered Rate (LIBOR) plus a fixed rate of 1.00 percent. 

9. EMPLOYEE BENEFIT PLANS 

Duke Energy Kentucky participates in qualified and non-qualified defined benefit pension plans and other post-retirement benefit plans 
sponsored by Duke Energy. Duke Energy allocates pension and other post-retirement obligations and costs related to these plans to Duke 
Energy Kentucky. 

DEFINED BENEFIT PENSION PLANS 

The qualified non-contributory defined benefit pension plans cover most employees using a cash balance formula. Under a cash balance 
formula, a plan participant accumulates a retirement benefit consisting of pay credits equal to a percentage of eligible earnings based on age 
or the combination of age and years of service and interest credits. Certain employees are covered under plans that use a final average 
earnings formula. Under these average earnings formulas, a plan participant accumulates a retirement benefit equal to the sum of 
percentages of their (i) highest three-year or four-year average earnings, (ii) highest three-year or four-year average earnings in excess of 
covered compensation per year of participation (maximum of 35 years) and/or (iii) highest three-year average earnings times years of 
participation in excess of 35 years. The non-qualified, non-contributory defined benefit pension plans cover certain executives. 

Duke Energy uses a December 31 measurement date for its defined benefit pension plan assets and obligations. Duke Energy's policy is to 
fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan participants. Duke Energy did not 
make any contributions to its qualified pension plans during the six months ended June 30, 2016. During the six months ended June 30, 2015, 
Duke Energy made a $132 million contribution, of which $55 thousand represents Duke Energy Kentucky's proportionate share. 

OTHER POST RETIREMENT BENEFIT PLANS 

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a 
contributory and non-contributory basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, 
as defined in the plans. The health care benefits include medical, dental and prescription drug coverage and are subject to certain limitations, 
such as deductibles and co-payments. 

Net periodic benefit costs disclosed in the table below for the qualified pension, non-qualified pension and other post-retirement benefit plans 
represent the cost of the respective benefit plan for the periods presented. Portions of the net periodic benefit costs disclosed in the tables 
below have been capitalized as a component of property, plant and equipment. Amounts presented in the tables below represent the amounts 
of pension and other post-retirement benefit costs allocated by Duke Energy for employees of Duke Energy Kentucky. Additionally, Duke 
Energy Kentucky is allocated its proportionate share of pension and other post-retirement benefit costs for employees of Duke Energy's 
shared services affiliate that provides support to Duke Energy Kentucky. These allocated amounts are included in the governance and shared 
services costs discussed in Note 5. 

Six Months Ended June 30, 
2016 2015 

Non- Other Post- Non- Other Post-
Qualified Qualified Retirement Qualified Qualified Retirement 
Pension Pension Benefit Pension Pension Benefit 

{in thousands) Plans Plans Plans Plans Plans Plans 
Service cost $ 730 $ $ 45 $ 727 $ $ 56 

Interest cost on projected benefit obligation 2,184 3 144 1,942 3 153 

Expected return on plan assets (3,078) (30) (2,862) (26) 

Amortization of actuarial loss (gain) 838 2 (58) 1,040 5 3 

Amortization of prior service cost (credit) 2 (65) 13 (35) 

Other 46 40 

Net periodic benefit costs $ 722 $ s $ 36 $ 900 $ 8 $ 151 

EMPLOYEE SAVINGS PLAN 

Duke Energy Kentucky also participates in an employee savings plan sponsored by Duke Energy. Most employees participate in a matching 
contribution formula where Duke Energy provides a matching contribution generally equal to 100 percent of employee before-tax and Roth 
401 (k) contributions of up to 6 percent of eligible pay per period. 

For new and rehired non-union and certain unionized employees who are not eligible to participate in Duke Energy's defined benefit plans, an 
additional employer contribution of 4 percent of eligible pay per pay period, subject to three~year vesting, is provided to the employee's 
savings plan account. 
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Duke Energy Kentucky's expense related to its proportionate share of employer contributions was $477 thousand and $456 thousand for the 
six months ended June 30, 2016 and 2015, respectively. 

10. INCOME TAXES 

Duke Energy Kentucky's taxable income is included in consolidated federal and state income tax returns filed by Duke Energy. Pursuant to a 
tax sharing agreement with Duke Energy, Duke Energy Kentucky records income tax amounts that would be incurred if it was a C·Corporation 
separate filer. 

The effective tax rates for Duke Energy Kentucky are 27.1 percent and 37.2 percent for the six months ended June 30, 2016 and 2015, 
respectively. The decrease in the effective tax rate is primarily due to a favorable prior-period adjustment for depreciation and other property, 
plant and equipment. 

11. SUBSEQUENT EVENTS 

For information on subsequent events related to regulatory matters, see Note 2. 
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Condensed Statements of Operations 
(Unaudited) 

Nine Months Ended September 30, 

(In thousands) 2016 2015 
Operating Revenues 
Electric $ 262,114 $ 280,278 
Natural-gas- 61,639 80, 157 

Total operating revenues 323,753 360,435 
Operating Expenses 
Fuel used in electric generation and purchased power 96,880 115,008 

Cost of natural gas 20,459 33,772. 

Operation, maintenance and other 102,706 99,385 
Depreciation and amortization 32,752 35,014 

Property and other taxes 10,785 9,760 

Total operating expenses 263,582 292,939 
Gains on Sales of Assets, net 27 240 
Operating Income 60,198 67,736 
Other Income and Expenses, net 1,677 670 
Interest Expense 11,511 10,661 

Income Before Income Taxes 50,364 57,745 
Income Tax Expense 15,494 21,213. 

Net Income $ 34,870 $ 36,532 



KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment - DEK Q3 2016 

Financial Statements 
DUKE ENERGY KENTUCKY, INC. Page 4of16 
Condensed Balance Sheets 
(Unaudited) 

(in thousands, except share amounts) September 30, 2016 December 31, 2015 

ASSETS 
Current Assets 

Cash and cash equivalents $ 6,873 $ 9, 141 

Receivables (net of allowance for doubtful accounts of $128 at 2016 and $195 at 2015) 2,658 5,488 

Receivables from affiliated companies 13,211 . 11,499 

Notes receivable from affiliated companies 201 

Inventory 45,265 44, 141 

Regulatory assets 61071 8,879 

Collateral assets 13,612 13,749 

Other 11,636 23,207 

Total current assets 99,527 116,104 

Other Assets 3,085 6,448 

Property, Plant and Equipment 
Cost 2,117,846 2,079,761 
Accumulated depreciation and amortization (945,165) (923,578) 

Net property, plant and equipment 1,172,681 1,156,183 
Regulatory Assets and Deferred Debits 

Regulatory Assets 83,030 61,411 

Other 271 332' 

Total regulatory assets and deferred debits 83,301 61,743 

Total Assets $ 1,358,594 $ 1,340,478 

LIABILITIES AND EQUITY 

Current Liabilities 

Accounts payable $ 22,727 $ 25,654 

Accounts payable to affillated companies 8,552 14,426 

Notes payable to affiliated companies 55,743 
Taxes- accrued 10,198 10,550 

Interest accrued 3,455 3,343 

Current maturities of long-term debt 1,204 101,519 

Regulatory liabilities 2,449 2,668 

Other 19,250 19,260 

Total current liabilities 67,835 233,163 

Long-Term Debt 336,734 192,508 

Long~term Debt Payable to Affiliated Companies 25,000 25,000 

Deferred Credits and Other Liabilities 
Deferred income taxes 311,138 289,642 

Investment tax credits 736 887 
Accrued pension and other post-retirement benefit costs 11,599 11,649 

Asset retirement obligations 86,203 103,500. 

Regulatory liabilities 51,676 52,986 

Other 28,371 26,711 

Total deferred credits and other liabilities 489,723 485,375 

Commitments and Contingencies 

Equity 
Common Stock, $15.00 par value, 1,000,000 shares authorized and 585,333 shares 

8,780 8,780 outstanding at 2016 and 2015 
Additional paid-in-capital 167,494 167,494 

Retained earnings 263,028 228,158 

Total equity 439,302 404,432 
Total Liabilities and Equity $ 1,358,594 $ 1,340,478 
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Condensed Statements of Cash Flows 
(Unaudited) 

Nine Months Ended September 30, 

(In thousands) 2016 2015 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income $ 34,870 $ 36,532 

Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and amortization 33,577 37,262 

Gains on sales of assets, net (27) (240) 

Deferred income taxes 17,418 1,864 

Accrued pension and other post-retirement benefit costs 1,145 1,606 

Contributions to qualified pension plans (1,222) 

Payments for asset retirement o~ligations (3,782) (2, 169) 

(Increase) decrease in 
Net realized and unrealized mark-to-market and hedging transactions (257) (258) 

Receivables 3,295 (4,466) 

Receivables from affiliated companies (1,712) 15,575 

Inventory (1,124) 7,919 

Other current assets , 9,643 2,105 

Increase (decrease) in 

Accounts payable (2,673) 410 

Accounts payable to affiliated companies (5,874) (2,601) 

Taxes accrued 3,144 11,837 

Other current liabilities (183) 2,397 

Other assets (6,585) (7,555) 

Other liabilities (90) (2,142) 

Net cash provided by operating activities 80,785 96,854 

CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures (65,868) (41,898) 

Notes receivable from affiliated companies (201) 

Other (5,090) (3,005) 

Net cash used in investing activities (71,159) (44,903) 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from the issuance of long-term debt 94,588 

Payments for the redemption of long-term debt (50,739) (896) 

Notes payable to affiliated companies (55,743) (14,056) 

Dividend to parent (35,000) 

Other (115) 

Net cash used in financing activities (11,894) (50,067) 

Net (decrease) increase in cash and cash equivalents (2,268) 1,884 
Cash and cash equivalents at beginning of period 9,141 11,307 

Cash and cash equivalents at end of period $ 6,873 $ 13,191 

Supplemental Disclosures: 
Significant non-cash transactions: 

Accrued capital expenditures $ 7,018 $ 6,574 
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Condensed Statements of Changes in Equity 
(Unaudited) 

Additional 
Common Paid-in Retained 

(in thousands) Stock Capital Earnings Total 
Balance at December 31, 2014 $ 8,780 $ 167,494 $ 236,982 $ 413,256 

Net income 36,532 36,532 
Dividends to parent (35,000) (35,000) 

Balance at September 30, 2015 $ 8,780 $ 167,494 $ 238,514 $ 414,788 

Balance at December 31, 2015 $ 8,780 $ 167,494 $ 228,158 $ 404,432 

Net income 34,870 34,870' 
Balance at September 30, 2016 $ 8,780 $ 167,494 $ 2631028 $ 439,302 
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Duke Energy Kentucky, Inc. (Duke Energy Kentucky) is a combination electric and natural gas public utility company that provides service in 
northern Kentucky. Duke Energy Kentucky's principal lines of business include generation, transmission, distribution and sale of electricity, as 
well as the transportation and sale of natural gas. Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service 
Commission (KPSC) and the Federal Energy Regulatory Commission (FERC). Duke Energy Kentucky's common stock is wholly owned by 
Duke Energy Ohio, Inc. (Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy). 

BASIS OF PRESENTATION 

These interim Condensed Financial Statements and Notes do not include all of the information and notes required by generally accepted 
accounting principles (GAAP) in the United States (U.S.) for annual financial statements. Accordingly, the interim Condensed Financial 
Statements and Notes should be read in conjunction with Duke Energy Kentucky's Financial Statements and Notes for the year ended 
December 31, 2015. These interim Condensed Financial Statements reflect all normal recurring adjustments that are, in the opinion of Duke 
Energy Kentucky's management, necessary to fairly present Duke Energy Kentucky's financial position and results of operations. Amounts 
reported In the interim Condensed Statements of Operations are not necessarily indicative of amounts expected for the respective annual 
periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, timing of maintenance on electric 
generating units, changing commodity prices and other factors. 

In preparing financial statements that conform to GAAP, management must make estimates and assumptions that affect the reported amounts 
of assets and liabilities, the reported amounts of revenues and expenses and the disclosure of contingent assets and liabilities at the date of 
the financial statements. Actual results could differ from those estimates. 

REVENUE RECOGNITION AND UNBILLED REVENUE 

Revenues on sales of electricity and natural gas are recognized when service is provided or the product is delivered. Unbilled revenues are 
recognized by applying customer billing rates to the estimated volumes of energy delivered but not yet billed. Unbilled revenues can vary 
significantly from period to period as a result of seasonality, weather, customer usage patterns, customer mix, average price in effect for 
customer classes, timing of rendering customer bills and meter reading schedules. 

Duke Energy Kentucky sells nearly all of its retail accounts receivable to an affiliate, Cinergy Receivables Company, LLC (CRC), on a 
revolving basis. As discussed further in Note 8, Duke Energy Kentucky accounts for these transfers of receivables to CRC as sales. 
Accordingly, the receivables sold are not reflected on the Condensed Balance Sheets. Receivables for unbilled revenues related to retail 
accounts receivable included in the sales of accounts receivable to CRC were $16 million at September 30, 2016 and December 31, 2015. 

Receivables on the Condensed Balance Sheets include amounts related to unbilled wholesale revenues of $423 thousand and $674 thousand 
at September 30, 2016 and December 31, 2015, respectively. 

NEW ACCOUNTING STANDARDS 

The new accounting standards adopted for 2016 and 2015 had no material impact on the presentation or results of operations, cash flows or 
financial position of Duke Energy Kentucky. The following new Accounting Standards Updates (ASUs) have been issued, but have not yet 
been adopted by Duke Energy Kentucky, as of September 30, 2016. 

Revenue from Contracts with Customers. In May 2014, the Financial Accounting Standards Board (FASS) issued revised accounting 
guidance for revenue recognition from contracts with customers. The core principle of this guidance is that an entity should recognize revenue 
to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be 
entitled in exchange for those goods or services. The amendments in this update also require disclosure of sufficient information to allow users 
to understand the nature, amount, timing and uncertainty of revenue and cash f101NS arising from contracts with customers. 

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018. The 
guidance can be applied retrospectively to all prior reporting periods presented or retrospectively with a cumulative effect as of the initial date 
of application. Duke Energy Kentucky is currently evaluating the requirements. The ultimate impact of the new standard has not yet been 
determined. 

Leases. In February 2016, the FASS issued revised accounting guidance for leases. The core principle of this guidance is that a lessee 
should recognize the assets and liabilities that arise from leases on the balance sheet. 

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2019, although it can be early 
adopted. The guidance is applied using a modified retrospective approach. Duke Energy Kentucky is currently evaluating the requirements. 
Other than an expected increase in assets and liabilities, the ultimate impact of the new standard has not yet been determined. 

Cash Flow Statement. In August 2016, the FASS issued revised accounting guidance for classification of certain cash receipts and 
payments. Stakeholders indicated diversity in practice in how certain cash receipts and cash payments are presented and classified in the 
statement of cash flolNS. 

For Duke Energy Kentucky, this guidance is effective for the interim and annual periods beginning January 1, 2018, although it can be early 
adopted. The guidance is applied using a retrospective transition method to each period presented, if practical. Duke Energy Kentucky is 
currently evaluating the requirements. The ultimate impact of the new standard has not yet been determined. 
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The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERG approves rates for 
electric sales to wholesale customers served under cost~based rates, as well as sales of transmission service. 

Dry Bottom Ash Conversion 

On July 28, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a certificate of public convenience and necessity 
(CPCN) to convert to dry bottom ash at the East Bend station. The project is necessary to comply with various environmental law 
requirements. If approved, the project is estimated to cost approximately $23 million. Duke Energy Kentucky cannot predict the outcome of 
this matter. 

Big Bone Pipeline Project 

On May 11, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a CPCN to construct a new natural gas pipeline and 
related facilities. The project will provide for needed capacity on the Duke Energy Kentucky natural gas delivery system and will provide 
greater reliability of the overall delivery system. If approved, the project is estimated to be completed prior to the 2017 winter heating season at 
a total cost of approximately $14 million. Duke Energy Kentucky cannot predict the outcome of this matter. 

Natural Gas Pipeline Testing Costs 

On April 29, 2016, Duke Energy Kentucky filed an application with the KPSC requesting approval to defer approximately $2 million of 
unplanned operations and maintenance expense related to pressure testing of natural gas pipelines which will be completed in 2017. The 
testing is required to comply With regulations promulgated by the Pipeline and Hazardous Materials Safety Administration. The KPSC 
approved the application on July 22, 2016. 

Advanced Metering Infrastructure 

On April 25, 2016, Duke Energy Kentucky filed with the KPSC an application for approval of a CPCN for the construction of advanced 
metering infrastructure (AMI). Duke Energy Kentucky anticipates that the estimated $49 million project, if approved, will take approximately 
two years to complete. Duke Energy Kentucky also requested approval to establish a regulatory asset of approximately $1 O million for the 
remaining book value of existing meter equipment and inventory that will be replaced. On July 20, 2016, the Kentucky Attorney General, the 
only intervenor in the proceeding, moved to dismiss the application. Duke Energy Kentucky filed its opposition to the Kentucky Attorney 
General's motion to dismiss on July 27, 2016. On September 28, 2016, the KPSC denied the Kentucky Attorney General's motion to dismiss 
and granted Duke Energy Kentucky's motion to file rebuttal testimony. On November 17, 2016, Duke Energy Kentucky and the Kentucky 
Attorney General filed a joint motion with the KPSC to request continuance of an evidentiary hearing scheduled for December 1, 2016, until 
December 8, 2016, to facilitate settlement discussions. Duke Energy Kentucky cannot predict the outcome of this matter. 

Accelerated Natural Gas Service Line Replacement Program 

On July 6, 2015, Duke Energy Kentucky filed an application for approval of an accelerated natural gas service line replacement program (ASRP). 
Under the ASRP, Duke Energy Kentucky proposed to replace certain natural gas service lines on an accelerated basis over a five year 
period. Through the ASRP, Duke Energy Kentucky also proposed to complete preliminary survey and investigation work related to natural gas 
service lines that are customer-owned and for which it does not have valid records and, further, to relocate interior natural gas meters to suitable 
exterior locations where such relocation can be accomplished. Duke Energy Kentucky currently estimates capital and operations and maintenance 
expenditures under the AS RP will total approximately $38 million. The filing also sought approval of a rider for ASRP expenditures to be recovered 
(Rider ASRP), which Duke Energy Kentucky would update on an annual basis. 

Duke Energy Kentucky reached a settlement With the lone intervenor, the Kentucky Attorney General, which included the following key terms: 
(i) 9.7 percent return on equity; (ii) meter relocations only where code violations exist; (iii) one year rate stay-out, with exceptions; and, (iv) an 
annual $1.00 per month cap on Rider ASRP rate increases for residential customers. On February 2, 2016, the KPSC issued an order 
approving the settlement. On July 1, 2016, Duke Energy Kentucky filed its annual ASRP projections, rate and tariffs application with the KPSC 
requesting an August 2016 effective date. The KPSC determined an investigation into the reasonableness of the proposed rates is necessary 
and suspended the effective date throUgh December 2016. Duke Energy Kentucky cannot predict the outcome of this matter. 

Regional Transmission Organization Realignment 

Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets to effect a Regional Transmission Organization 
(RTO) realignment from Midcontinent Independent System Operator, Inc. (MISO) to PJM Interconnection, LLC (PJM), effective December 31, 
2011. 

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to 
seek double-recovery in a future rate case of the transmission expansion fees that may be charged by MJSO and PJM in the same period or 
overlapping periods. Duke Energy Kentucky is not currently recovering PJM or MISO transmission expansion fees through current base rates. 

Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation and share of 
MISO Transmission Expansion Planning (MTEP) costs, excluding Multi-Value Projects (MVP). This liability was recorded within Other In 
Current Liabilities and Other in Deferred Credits and Other Liabilities on the Condensed Balance Sheets. 
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The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MISO. 

(in thousands) December 31, 2015 

MISO withdrawal liability $ 19,931 

MVP 

Provision I 
Adjustments 

$ 543 

Cash 
Reductions September 30, 2016 

$ (952) $ 19,522. 

MISO approved 17 MVP proposals prior to Duke Energy Ohio's and Duke Energy Kentucky's exit from MISO on December 31, 2011. 
Construction of these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, 
property and income taxes, depreciation and an allowed return, are allocated and billed to MISO transmission owners. 

On December 29, 2011, MISO filed a tariff with the FERG providing for the allocation of MVP costs to a withdrawing olNTler based on monthly 
energy usage. The FERG set for hearing {i) whether MISO's proposed cost allocation methodology to transmission OlNTlers who withdrew from 
MISO prior to January 1, 2012 is consistent with the tariff at the time of their withdrawal from MlSO, and, (ii) if not, what should be the amount 
of and methodology for calculating any MVP cost responsibility. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the 
period from 2012 to 2071 at $450 million, on an undiscounted basis. On July 16, 2013, a FERG Administrative Law Judge (ALJ) Issued an 
initial decision. Under this initial decision, Duke Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio 
and Duke Energy Kentucky filed exceptions to the initial decision, requesting the FERG overturn the ALJ's decision. 

On October 29, 2015, the FERG issued an order reversing the ALJ's decision. The FERG ruled the cost allocation methodology is not 
consistent with the MISO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from 
MISO. On May 19, 2016, the FERG denied the request for rehearing filed by MISO and the MISO Transmission Owners. On July 15, 2016, the 
MISO Transmission 01N11ers filed a petition for review with the U.S. Court of Appeals for the Sixth Circuit. Duke Energy Kentucky cannot 
predict the outcome of this matter. 

OTHER REGULATORY MATTERS 

PJM Capacity Performance Proposal 

On June 9, 2015, the FERG ruled in favor of PJM on a revised Tariff and Reliability Assurance Agreement including implementation of a 
Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation non-performance. The CP 
proposal includes performance-based penalties for non-compliance. Duke Energy Kentucky is a Fixed Resource Requirement (FRR) entity, 
and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to Duke Energy Kentucky in the 
delivery year beginning June 1, 2019, with full compliance beginning June 1, 2020. 

Duke Energy Kentucky is evaluating potential strategies for compliance and required investment. The regulatory treatment of CP compliance 
costs and potential penalties has not been determined. The ruling could result in an adverse impact on Duke Energy Kentucky's future results 
of operations and cash flo\YS. Duke Energy Kentucky cannot predict the outcome of this matter. 

Regulatory Assets for Coal Combustion Residuals Cost 

On June 10, 2015, Duke Energy Kentucky filed an application with the KPSC seeking approval to record asset retirement obligation {ARO) 
amounts and other compliance obligations related to the disposal of coal combustion residuals {CCR) at Duke Energy Kentucky's East Bend 
Station as regulatory assets and to defer costs incurred, including carrying costs. The application was approved in December 2015. 

Refer to Note 3 for further information on the U.S. Environmental Protection Agency's (EPA) rule to regulate the disposal of CCR from electric 
utilities as solid waste. 

3. COMMITMENTS AND CONTINGENCIES 

ENVIRONMENTAL 

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

Remediation Activities 

In addition to AR Os recorded as a result of various environmental regulations, Duke Energy Kentucky is responsible for environmental 
remediation at various sites. These include certain properties that are part of ongoing operations and sites formerly olNTled or used by Duke 
Energy Kentucky. These sites are in various stages of investigation, remediation and monitoring. Managed in conjunction with relevant federal, 
state and local agencies, remediation activities vary based upon site condition and location, remediation requirements, complexity and sharing 
of responsibility. If remediation activities involve joint and several liability provisions, strict liability, or cost recovery or contribution actions, 
Duke Energy Kentucky could potentially be held responsible for environmental impacts caused by other potentially responsible parties, and 
may also benefit from insurance policies or contractual indemnities that cover some or all cleanup costs. Liabilities are recorded when losses 
become probable and are reasonably estimable. The total costs that may be incurred cannot be estimated because the extent of 
environmental impact, allocation among potentially responsible parties, remediation alternatives and/or regulatory decisions have not yet been 
determined. Additional costs associated with remediation activities are likely to be incurred in the future and could be significant. Costs are 
typically expensed as Operation, maintenance and other in the Condensed Statements of Operations unless regulatory recovery of the costs 
is deemed probable. 
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Duke Energy Kentucky has recorded approximately $670 thousand and $515 thousand of probable and estimable costs related to its various 
environmental sites in Other within Deferred Credits and Other Liabilities on the Condensed Balance Sheets as of September 30, 2016 and 
December 31, 2015, respectively. Additional losses in excess of recorded reserves are expected to be immaterial for the stages of 
investigation, remediation and monitoring for the environmental sites that have been evaluated. The maximum amount of the range for all 
stages of Duke Energy Kentucky's environmental sites cannot be determined at this time. 

Coal Combustion Residuals 

On April 17, 2015, the EPA published in the Federal Register a rule to regulate the disposal of coal combustion residuals (CCR) from electric 
utilities as solid waste. The federal regulation, which became effective in October 2015, classifies CCR as nonhazardous waste under Subtitle 
D of the Resource Conservation and Recovery Act and allows for beneficial use of CCR with some restrictions. The regulation applies to all 
new and existing landfills, new and existing surface impoundments receiving CCR and existing surface impoundments that are no longer 
receiving CCR but contain liquid located at stations currently generating electricity (regardless of fuel source). The rule establishes 
requirements regarding landfill design, structural integrity design and assessment criteria for surface impoundments, groundwater monitoring 
and protection procedures and other operational and reporting procedures to ensure the safe disposal and management of CCR. Various 
industry and environmental parties have appealed the EPA's CCR rule in the D.C. Circuit Court of Appeals. On April 18, 2016, the EPA filed a 
motion with the federal court to settle five issues raised in litigation. On June 14, 2016, the court approved the motion with respect to all of 
those issues. A decision by the court on the remaining issues is expected in the second quarter of 2017. Duke Energy Kentucky does not 
expect a material impact from the settlement or that it will result in additional ARO adjustments. 

Federal CCR reporting procedures require Duke Energy Kentucky to make certain closure plans available to the public during the fourth 
quarter of 2016. In conjunction with preparing these closure plans, Duke Energy Kentucky updated the coal ash ARO liability estimate in the 
third quarter based on additional site specific information about the related costs, methods and timing of work to be performed. Actual closure 
costs incurred could be materially different from current estimate that forms the basis of the recorded asset retirement obligation. 

In addition to the requirements of the federal CCR regulation, CCR landfills and surface impoundments will continue to be independently 
regulated by most states. See Note 2 for information regarding the recovery of expenditures related to CCR. 

Clean Power Plan 

On October 23, 2015, the EPA published in the Federal Register the final Clean Power Plan (CPP) rule that regulates C02emissions from 
existing fossil fuel-fired electric generating units. The CPP establishes C02emission rates and mass cap goals that apply to existing fossil fuel
fired electric generation units. Under the CPP, states were required to develop and submit a final compliance plan, or an initial plan with an 
extension request, to the EPA by September 6, 2016. States that receive an extension must submit a final completed plan to the EPA by 
September 6, 2018. The EPA intends to review and approve or disapprove state plans within 12 months of receipt. The CPP does not directly 
impose regulatory requirements on Duke Energy Kentucky. State implementation plans will include the regulatory requirements that will apply 
to Duke Energy Kentucky. The EPA also published a proposed federal plan for public comment. A federal plan would be applied to states that 
fail to submit a plan to the EPA or where a state plan is not approved by the EPA. 

Legal challenges to the final CPP have been filed by stakeholders. On February 9, 2016, the Supreme Court issued a stay of the final CPP 
rule, halting implementation of the CPP until legal challenges are resolved. Kentucky has suspended work on the CPP in response to the stay. 
Oral arguments before 1 O of the 11 judges on D.C. Circuit Court were heard on September 27, 2016. The court is expected to decide the case 
in early 2017. 

Compliance with CPP could cause the industry to replace coal generation with natural gas and renewables. Costs to operate coal-fired 
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to 
CPP, which may result in the retirement of coal-fired generation plants earlier than the current end of useful lives. Jf the CPP is ultimately 
upheld by the courts and implementation goes forward, Duke Energy Kentucky could incur increased fuel, purchased power, operation and 
maintenance and other costs for replacement generation as a result of this rule. Due to the uncertainties related to the implementation of the 
CPP, Duke Energy Kentucky cannot predict the outcome of these matters. 

LITIGATION 

Duke Energy Kentucky is involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which 
involve significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its 
results of operations, cash flows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies 
as incurred. 

OTHER COMMITMENTS AND CONTINGENCIES 

General 

As part of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various third parties. These guarantees involve elements of performance 
and credit risk, which are not included on the Condensed Balance Sheets. The possibility of Duke Energy Kentucky having to honor its 
contingencies is largely dependent upon future operations of various third parties or the occurrence of certain future events. 
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In January 2016, Duke Energy Kentucky issued $95 million of unsecured debentures, of which $45 million carry a fixed interest rate of 
3.42 percent and mature January 15, 2026, and $50 million carry a fixed interest rate of 4.45 percent and mature January 15, 2046. Proceeds 
were primarily used to refinance existing debt, including money pool borrowings, capital expenditures and for general corporate purposes. 

Short-Term Obligations Classlfled as Long-Term Debt 

Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and money pool borrowings, which are short-term 
obligations by nature, are classified as long-tenn due to Duke Energy Kentucky's intent and ability to utilize such borrowings as long-tenn 
financing. As Duke Energy's Master Credit Facility and Duke Energy Kentucky's bilateral letter of credit agreement have non-cancelable terms 
in excess of one year as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a long
term basis. 

At September 30, 2016 and December 31, 2015, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as 
Long-Term Debt and Long-Term Debt Payable to Affiliated Companies, respectively, on the Condensed Balance Sheets. 

MASTER CREDIT FACILITY 

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion through January 2020. Duke Energy Kentucky has borrowing capacity 
under the Master Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke 
Energy Kentucky's borrowing sublimit. subject to a maximum sublimit. The amount available to Duke Energy Kentucky under the Master Credit 
Facility may be reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that 
may be put to Duke Energy Kentucky at the option of the holder. 

At September 30, 2016, Duke Energy Kentucky had a borrowing capacity sublimit of $150 million and available capacity of $125 million under 
Duke Energy's Master Credit Facility. 

5. RELATED PARTY TRANSACTIONS 

Duke Energy Kentucky engages in related party transactions in accordance with the KPSC and FERG regulations. Refer to the Condensed 
Balance Sheets for balances due to or due from related parties. Material amounts related to transactions with related parties included in the 
Condensed Statements of Operations are presented in the following table. 

Nine Months Ended September 30, 
(in thousands) 2016 2015 
Corporate governance and shared service expensestaJ $ 62,431 $ 57,730 

(a) Duke Energy Kentucky is charged its proportionate share of costs, primarily related to human resources and employee benefits, 
infonnation technology, legal and accounting fees as well as other third-party costs, from an unconsolidated affiliate that is a 
consolidated affiliate of Duke Energy. These amounts are recorded in Operation, maintenance and other on the Condensed 
Statements of Operations. 

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, including 
rental of office space, participation in a money pool arrangement with Duke Energy and certain Duke Energy subsidiaries, other operational 
transactions and its proportionate share of certain charged expenses. The net impact of these transactions was not material for each of the 
nine months ended September 30, 2016 and 2015. 

Certain trade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated affiliate formed by a subsidiary of Duke 
Energy. The proceeds obtained from the sales of receivables are largely cash but also include a subordinated note from CRC for a portion of 
the purchase price. Refer to Notes 1 and a for further information related to these sales of receivables. 

lntercompany Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictlpnal returns. Duke Energy Kentucky 
has a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Income taxes recorded represent 
amounts Duke Energy Kentucky would incur as a separate C-Corporation. Duke Energy Kentucky had no intercompany income tax receivable 
or payable balances at September 30, 2016, and had a receivable balance of $13 million at December 31, 2015. 

6. DERIVATIVES AND HEDGING 

COMMODITY PRICE RISK 

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due 
to the use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the 
prices of electricity, fuel and emission allowances associated with its generation output not utilized to serve retail operations or committed load 
(off-system, wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are primarily financial transmission rights. 



See Note 7 for additional information on the fair value of commodity derivatives. 

INTEREST RATE RISK 
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Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate 
debt. Interest rate risk is managed by limiting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. 
To manage risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate 
swaps and U.S. Treasury lock agreements. The notional amount of interest rate swaps outstanding was $26. 7 million at September 30, 2016 
and December 31, 2015. Financial contracts entered into by Duke Energy Kentucky are not designated as hedges because they are 
accounted for under regulatory accounting. With regulatory accounting, the mark-to-market gains or losses are deferred as regulatory liabilities 
or assets, respectively. Regulatory assets and liabilities are amortized consistent with the treatment of related costs in the ratemaking process. 
The accrual of interest on swaps is recorded as Interest Expense on the Condensed Statements of Operations. 

See Note 7 for additional information on the fair value of interest rate derivatives. 

CREDIT RISK 

Duke Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreements and establishes credit limits and 
monitors the appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements far retail electric customers are 
established by the KPSC. 

Duke Energy Kentucky's industry has historically operated under negotiated credit Jines for physical delivery contracts. Duke Energy Kentucky 
may use master collateral agreements ta mitigate certain credit exposures. The collateral agreements require certain caunterparties ta past 
cash or letters of credit far the amount of exposure in excess of an established threshold. The threshold amount represents an unsecured 
credit limit determined in accordance with the corporate credit policy. Collateral agreements also provide that the inability to post collateral is 
sufficient cause ta terminate contracts and liquidate all positions. 

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

7. FAIR VALUE MEASUREMENTS 

Fair value is the exchange price to sell an asset or transfer a liability in an orderly transaction between market participants at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
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 may be readily observable, corroborated by market data or generally unobservable. Valuation techniques 
maximize the use of observable inputs and minimize the use of unobservable inputs. A midmarket pricing convention (the midpoint price 
between bid and ask prices) is permitted far use as a practical expedient. 

Fair value measurements are classified in three levels based an the fair value hierarchy: 

Level 1 - Unadjusted quoted prices in active markets far identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing 
pricing information. 

Level 2-A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or 
indirectly, far an asset or liability. Inputs include (i) quoted prices far similar assets or liabilities in active markets, (ii) quoted prices for identical 
or similar assets or liabilities in markets that are not active, (iii) 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, and credit spreads. A Level 2 
measurement cannot have more than an insignificant portion of its 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 3 -Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These 
inputs may be used with internally developed methodologies that result in management's best estimate of fair value. Level 3 measurements 
may include longer-term instruments that extend into periods in which observable inputs are not available. 

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at 
fair value, such as equity method investments or the company's own debt, at fair value. Duke Energy Kentucky has not elected to record any 
of these items at fair value. 

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more observable during the period. Duke Energy 
Kentucky's policy is to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels during the three and nine months ended September 30, 2016 and 2015. 

Interest rate derivatives 

Most over-the-counter interest rate contract derivatives are valued using financial models which utilize observable inputs for similar 
instruments and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the 
caunterparties. 
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The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed 
Balance Sheets. Derivative amounts in the table below exclude cash collateral. 

{in thousands) 

Derivative assetst111 

Derivative liabilitiestbJ 

Net (liabilities) assets 

(In thousands) 

Derivative assets<aJ 
Derivative liabilities!bl 

Net (liabilities) assets 

$ 

$ 

$ 

$ 

Total Fair 
Value 

2,930 $ 
(7,584) 

(4,654) $ 

Total Fair 
Value 

2,913 $ 
(6,678) 

(3,765) $ 

September 30, 2016 

Level 1 Level2 Level3 

$ $ 2,930 
(7,584) 

$ (7,584) $ 2,930 

December 31, 2015 

Level 1 Level2 Level3 

$ $ 2,913 
(27) (6,651) 

(27) $ (6,651) $ 2,913 

(a) Included in Other within Current Assets and Other Assets on the Condensed Balance Sheets. The amounts classified as Level 3 
relate to financial transmission rights. 

(b) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Condensed Balance 
Sheets. The amounts classified as Level 2 relate to interest rate swaps. 

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

Derivatives (net) 

Nine Months Ended September 30, 

(in thousands) 

Balance at beginning of period 

Purchases, sales, issuances and settlements: 

Purchases 

Settlements 

Total (losses) gains included on the Condensed Balance Sheet as regulatory asset or liability 

Balance at end of period 

OTHER FAIR VALUE DISCLOSURES 

$ 

$ 

2016 2015 

2,913 

4,921 

(3,435) 

(1,469) 

2,930 

$ 

$ 

1,033' 

4,611 

(2,057) 

472 

4,059 

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 Duke Energy 
Kentucky could have settled in current markets. The fair value of long-term debt is determined using Level 2 measurements. 

Soptombor 30, 2016 December 31, 2015 

(in thousands) Book value Fair value Book value Fair value 

Long-Term debt, including current maturities $ 362,938 $ 395,609 $ 319,027 $ 332,620 

At both September 30, 2016 and December 31, 2015, the fair value of cash and cash equivalents, accounts and notes receivable, and 
accounts and notes payable 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. 

8. VARIABLE INTEREST ENTITIES 

A variable interest entity (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. A 
qualitative analysis of control determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct 
the most significant activities of the VIE that impact its economic performance and (ii) 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. 
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CRC is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky 
does not consolidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the 
sale of electricity and related services from Duke Energy Kentucky. CRC borrows amounts under a credit facility to buy the receivables from 
Duke Energy Kentucky. Borrowing availability from the credit facility is limited to the amount of qualified receivables sold to CRC. The sole 
source of funds to satisfy the related debt obligation is cash collections from the receivables. Depending on experience with collections, 
additional equity infusions to CRC may be required by Duke Energy to maintain a minimum equity balance of $3 million. There were no 
infusions to CRC during the nine months ended September 30, 2016 or the year ended December 31, 2015. 

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the fonn of 
a subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of 
$11.7 million and $10.1 million from CRC at September 30, 2016 and December 31, 2015, respectively. These balances are included in 
Receivables from affiliated companies on the Condensed Balance Sheets. 

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the activities that most 
significantly impact the economic performance of the entity are not performed by the equity holder and (iii) deficiencies in net worth of CRC are 
funded by Duke Energy. The most significant activities that impact the economic performance of CRC are decisions made to manage 
delinquent receivables. Duke Energy consolidates CRC as it makes these decisions. Duke Energy Kentucky does not consolidate CRC. No 
financial support was provided to this non-consolidated VIE during the nine months ended September 30, 2016 or the year ended 
December 31, 2015, or is expected to be provided in the future, that was not previously contractually required. 

The subordinated note held by Duke Energy Kentucky is stated at fair value. Carrying values of retained interests are determined by allocating 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the 
subordinated notes are not materially different than their face value because (i) the receivables generally turnover in less than two months, (Ii) 
credit losses are reasonably predictable due to the broad customer base and lack of significant concentration and (iii) the equity in CRC is 
subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retained interests assuming 
both a 10 percent and a 20 percent unfavorable variation in credit losses or discount rates ls not material due to the short turnover of 
receivables and historically low credit loss history. Interest accrues to Duke Energy Kentucky on the retained interests using the acceptable 
yield method. This method generally approximates the stated rate on the notes since the allocated basis and the face value are nearly 
equivalent. An impainnent charge is recorded against the carrying value of both retained interests and purchased beneficial interest whenever 
it is detennined that an other-than-temporary impainnent has occurred. Duke Energy Kentucky's maximum exposure to loss does not exceed 
the carrying value. 

Key assumptions used in estimating fair value in 2016 and 2015 are detailed in the following table. 

Anticipated credit loss ratio 

Discount rate 

Receivables turnover rate 

The following table presents gross and net receivables sold. 

2016 2015 

0.5o/o 0.5o/O 

1.5% 1.2°/o 

11.5% 11.4°/o 

(in thousands) September 30, 2016 December 31, 2015 

Receivables sold 

Less: Retained interests 

Net receivables sold 

The following table presents sales and cash flows related to receivables sold. 

(in thousands) 

Sales 

Receivables sold 

Loss recognized on sale 

Cash flows 

Cash proceeds from receivables sold 

Collection fees received 

Return received on retained interests 

$ 

$ 

$ 

$ 

47,312 $ 46,253 

11,688 10,137 

35,624 $ 36,116' 

Nine Months Ended September 30, 

2016 2015 

329,566 $ 344,047 

1,231 1,206 

326,783 $ 354,760 

165 172 

496 551 

Cash flows from the sale of receivables are reflected within Operating Activities on the Condensed Statements of Cash Flows. 
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Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance and other 
on the Condensed Statement of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the 
receivables sold during the month by the required discount which ls derived monthly utilizing a three year weighted average formula that 
considers charge-off history, late charge history and turnover history on the sold receivables, as well as a component for the time value of 
money. The discount rate, or component for the time value of money, is calculated monthly by summing the prior month-end London Interbank 
Offered Rate (LIBOR) plus a fixed rate of 1.00 percent. 

9. EMPLOYEE BENEFIT PLANS 

Duke Energy Kentucky participates in qualified and non-qualified defined benefit pension plans and other post-retirement benefit plans 
sponsored by Duke Energy. Duke Energy allocates pension and other post-retirement obligations and costs related to these plans to Duke 
Energy Kentucky. 

DEFINED BENEFIT PENSION PLANS 

The qualified, non-contributory defined benefit pension plans cover most employees using a cash balance fonnula. Under a cash balance 
fonnula, a plan participant accumulates a retirement benefit consisting of pay credits equal to a percentage of eligible earnings based on age 
or the combination of age and years of service and interest credits. Certain employees are covered under plans that use a final average 
earnings formula. Under these average earnings fonnulas, a plan participant accumulates a retirement benefit equal to the sum of 
percentages of their (i) highest three-year or four-year average earnings, (ii) highest three-year or four-year average earnings in excess of 
covered compensation per year of participation (maximum of 35 years) and/or (iii) highest three-year average earnings times years of 
participation in excess of 35 years. The non-qualified, non-contributory defined benefit pension plans cover certain executives. 

Duke Energy uses a December 31 measurement date for its defined benefit pension plan assets and obligations. Duke Energy's policy is to 
fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan participants. Duke Energy did not 
make any contributions to its qualified pension plans during the nine months ended September 30, 2016. During the nine months ended 
September 30, 2015, Duke Energy made a $143 million contribution, of which $1 million represents Duke Energy Kentucky's proportionate 
share. 

OTHER POST RETIREMENT BENEFIT PLANS 

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a 
contributory and non-contributory basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, 
as defined in the plans. The health care benefits include medical, dental and prescription drug coverage and are subject to certain limitations, 
such as deductibles and co-payments. 

Net periodic benefit costs disclosed in the table below for the qualified pension, non-qualified pension and other post-retirement benefit plans 
represent the cost of the respective benefit plan for the periods presented. Portions of the net periodic benefit costs disclosed in the tables 
below have been capitalized as a component of property, plant and equipment. Amounts presented in the tables below represent the amounts 
of pension and other post-retirement benefit costs allocated by Duke Energy for employees of Duke Energy Kentucky. Additionally, Duke 
Energy Kentucky is allocated its proportionate share of pension and other post-retirement benefit costs for employees of Duke Energy's 
shared services affiliate that provides support to Duke Energy Kentucky. These allocated amounts are included in the governance and shared 
services costs discussed in Note 5. 

Nine Months Ended September 30, 

2016 2015 
Non- Other Post- Non- Other Post-

Qualified Qualified Retirement Qualified Qualified Retirement 
Pension Pension Benefit Pension Pension Benefit 

(in thousands) Plans Plans Plans Plans Plans Plans 
Service cost $ 1,095 $ $ 68 $ 1,099 $ $ 84 

Interest cost on projected benefit obligation 3,276 5 216 2,899 5 229 

Expected return·on plan.assets (4,617) (45) (4,297) (38) 

Amortization of actuarial loss (gain) 1,257 3 (87) 1,587 7 4 

Amortization of prior service cost (credit) 3 (97) 20 (53) 

Other 68 60 

Net periodic benefit costs $ 1,082 $ 8 $ 55 $ 1,368 $ 12 $ 226 

EMPLOYEE SAVINGS PLAN 

Duke Energy Kentucky also participates in an employee savings plan sponsored by Duke Energy. Most employees participate in a matching 
contribution fonnula where Duke Energy provides a matching contribution generally equal to 100 percent of employee before-tax and Roth 
401 (k) contributions of up to 6 percent of eligible pay per period. 

For new and rehired non-union and certain unionized employees who are not eligible to participate in Duke Energy's defined benefit plans, an 
additional employer contribution of 4 percent of eligible pay per pay period, subject to a three-year vesting requirement, is provided to the 
employee's savings plan account. 
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Duke Energy Kentucky's expense related to its proportionate share of employer contributions was $720 thousand and $656 thousand for the 
nine months ended September 30, 2016 and 2015, respectively. 

10. INCOME TAXES 

Duke Energy Kentucky's taxable income is Included In consolidated federal and state income tax returns filed by Duke Energy. Pursuant to a 
tax sharing agreement with Duke Energy, Duke Energy Kentucky records income tax amounts that would be incurred if it was a C~Corporation 
separate filer. 

The effective tax rates for Duke Energy Kentucky are 30.8 percent and 36.7 percent for the nine months ended September 30, 2016 and 
2015, respectively. The decrease in the effective tax rate is primarily due to a favorable adjustment related to prior period depreciation and 
other property, plant and equipment. 

11. SUBSEQUENT EVENTS 

Management has evaluated these unaudited Financial Statements and Notes for subsequent events up through November 18, 2016. 
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Glossary of Terms 

The following terms or acronyms used in this document are defined below: 

Term or Acronym 

AFUDC 

ALJ 

AMI 

ARO 

ASRP 

CCR 

co, 

CP 

CPCN 

CPP 

CRC 

Duke Energy 

Duke Energy Indiana 

Duke Energy Kentucky 

Duke Energy Ohio 

EPA 

FASS 

FERG 

FRR 

GAAP 

KPSC 

LIBOR 

Master Trust 

MISO 

MTEP 

MVP 

PJM 

RiderASRP 

RTO 

U.S. 

VIE 

Definition 

Allowance for Funds Used During Construction 

FERC Administrative Law Judge 

Advanced Metering Infrastructure 

Asset Retirement Obligation 

Accelerated Natural Gas Service Line Replacement Program 

Coat Combustion Residuals 

Carbon Dioxide 

Capacity Performance 

Certificate of Public Convenience and Necessity 

Clean Power Plan 

Cinergy Receivables Company, LLC 

Duke Energy Corporation 

Duke Energy Indiana, LLC 

Duke Energy Kentucky, Inc. 

Duke Energy Ohio, Inc. 

U.S. Environmental Protection Agency 

Financial Accounting Standards Board 

Federal Energy Regulatory Commission 

Fixed Resource Requirement 

Generally Accepted Accounting Principles in the U.S. 

Kentucky Public Service Commission 

London Interbank Offered Rate 

Master Retirement Trust 

Midcontinent Independent System Operator, Inc. 

MISO Transmission Expansion Planning 

Multi Value Projects 

PJM Interconnection, LLC 

Rate rider requested to recover cost of the ASRP 

Regional Transmission Organization 

United States 

Variable Interest Entity 
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INDEPENDENT AUDITORS' REPORT 

To the Board of Directors and Stockholder of 
Duke Energy Kentucky, Inc. 
Charlotte, North Carolina 
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. oeloitt~· & TDuche LLP 
550.Sout:IJ· Tryon Street 
Suite 2500 
Charlotte, NC 28202 
USA 

Tel: +1 704 887 1500 
www.deloltte.com 

We have audited the accompanying financial statements of Duke Energy Kentucky, Inc. (the 
"Company"), which comprise the balance sheets as of December 31, 2016 and 2015, and the related 
statements of operations, changes in equity, and cash flows for the years then ended, and the related 
notes to the financial statements. 

Milnagement's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the-preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal ·control relevant to the Company's 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate-in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Company's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Duke Energy Kentucky, Inc. as of December 31, 2016 and 2015, and the results of 
its operations and its cash flaws for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 

March 13, 2017 
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STATEMENTS OF OPERATIONS 

Years Ended December 31, 

(in thousands) 2016 2015 

Operating Revenues: 

Electric $ 346,124 $ 359, 196 

Natural gas 90,216 102,354 

Total operating revenues 436,340 461,550 

Operating Expenses: 

Fuel used in electric generation and purchased power 132,681 142,546 

Cost of natural gas 32,611 41,610 

Operation, maintenance and other 140,573 133,403 

Depreciation and amortization 43,668 43,813 

Property and other taxes 14,637 13,089 

Total operating expenses 364,170 374,461 

Gains on Sales of Assets, net 28 245 

Operating Income 72,198 87,334 

Other Income and Expenses, net 2,321 1,075 

Interest Expense 14,888 14, 172 

Income Before Income Taxes 59,631 74,237 

Income Tax Expense 17,047 28,061 

Net Income $ 42,584 $ 46,176 

See Notes to Financial Statements 
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DUKE ENERGY KENTUCKY, INC. 
BALANCE SHEETS 

(in thousands, except share amounts) 
ASSETS 

Current Assets: 
Cash and cash equivalents 

Receivables (net of allowance for doubtful accounts of $141 at 2016 and $195 at 2015) 

Receivables from affiliated companies 

Inventory 

Regulatory assets 

Collateral assets 

Other 

Total current assets 

Other Assets 
Property, Plant and Equipment: 
Cost 

Accumulated depreciation and amortization 

Net 12ra12ert~. plant and eguipment 
Regulatory Assets and Deferred Debits: 
Regulatory assets 

Other 

Total re9ulato!:l'. assets and deferred debits 

Total Assets 
LIABILITIES AND EQUITY 

Current Liabilities: 
Accounts payable 

Accounts payable to affiliated companies 

Notes payable to affiliated companies 

Taxes accrued 

Interest accrued 

Current maturities of long-term debt 

Regulatory liabilities 

Other 

Total current liabilities 

Long-Term Debt 

Long-Term Debt Pa:t:able to Affiliated Come:anies 

Deferred Credits and other Liabilities: 

Deferred income taxes 

Accrued pension and other post-retirement benefit c6sts 

Asset retirement obligations 

Regulatory liabilities 

Other 

Total deferred credits and other liabilities 

Commitments and Contingencies 

Equity: 
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December 31, 

2016 2015 

$ 6,534 $ 9,141 
1,663 5,488 

22,762 11,499 
49,037 44,141. 

7,623 8,879 
13,566 13,749 

5,706 23,207 
106,891 116,104• 

2,470 6,448 

2,116,219 2,079,761 

(948.144! (923,578) 
1,168,075 1,156,183 

92,462 61,411 
250 332· 

92,712 61,743 

$ 1 370 148 $ 1,340 478 

$ 31,636 $ 25,654 
12,573 14,426 
19,656 55,743 
14,082 10,550 

4,230 3,343 
686 101,519 

12,173 2,668 
18,561 19,260 

113,597 233,163 
336,360 192,508 

25,000 25,000 

311,636 289,642 
14,975 11,649 
52,822 103,500 
51,878 52,986 
26,865 27,598 

458,176 485,375 

Common Stock, $15.00 par value, 1,000,000 shares authorized and 585,333 shares outstanding at 
2016 and 2015 8,780 8,780 

Additional paid-in-capital 167,494 167,494 
Retained earnings 260,741 228,158 

Total e uit 437,015 404,432 
Total Liabilities and Eauity $ 1.370,148 $ 1 :340.478 

See Notes to Financial Statements 
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STATEMENTS OF CASH FLOWS 

Years Ended December 31, 

(in thousands) 2016 2015 
CASH FLOWS FROM OPERATING ACTIVITIES 

Net income $ 42,584 $ 46, 176 
Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation. and amortization 44,683 44,497 
Gains on sales of assets, net (28) (245) 
Deferred income taxes 17,988 23,462 
Accrued pension and other post-retirement benefit costs 1,527 2,152 
Contributions to qualified pension plans (1,443) (2,203) 
Payments for asset retirement obligations (4,757) (3,858) 
(Increase) decrease in: 

Receivables 3,799 (7,071) 
Receivables from affiliated companies (11,263) 14,068 
Inventory (4,896) 9,017 
Other current assets 15,180 (10,443) 

Increase (decrease) in: 

Accounts payable 660 (1,491) 
Accounts payable to affiliated companies (1,853) 1, 163. 

Taxes accrued 7,028 2,645 
Other current liabilities 8,235 1,743 

Other assets (8,862) (10,207) 
Other liabilities 14 527 
Net cash provided by operating activities 108,596 109,932 

CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures (100,899) (69,234) 
Other (7,081) (4,173) 

Net cash used in investing activities (107,980) (73,407) 
CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from the issuance of long-term debt 94,385 
Payments for the redemption of long-term debt (51,520) (1,615) 
Notes payable to affiliated companies (36,087) 18,134 
Dividends to parent (10,001) (55,000) 
Other (210) 

Net cash used in financing activities (3,223) (38,691) 
Net decrease in cash and cash equivalents (2,607) (2, 166) 
Cash and cash equivalents at beginning of period 9,141 11,307 
Cash and cash equivalents at end of period $ 6,534 $ 9,141 
Supplemental Disclosures: 

Cash paid for interest, net of amount capitalized $ 12,986 $ 13,492 
Cash (received from) paid for income taxes (18,845) 13.111 
Significant non-cash transactions: 

Accrued capital expenditures 12,594 7,511 

See Notes to Financial Statements 
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STATEMENTS OF CHANGES IN EQUITY 

Additional 
Common Paid-in Retained Total 

{in thousands) Stock Capital Earnings Equity 

Balance at December 31, 2014 $ 8,780 $ 167,494 $ 236,982 $ 413,256 

Net income 46, 176 46, 176 

Dividends to parent (55,000) (55,000) 

Balance at December 31, 2015 $ 8,780 $ 167,494 $ 228, 158 $ 404,432 

Net income 42,584 42,584 

Dividends to parent (10,001) (10,001) 

Balance at December 31, 2016 $ 8,780 $ 167,494 $ 260,741 $ 437,015 

See Notes to Financial Statements 
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DUKE ENERGY KENTUCKY, INC 
Notes to Financial Statements 

1. ORGANIZATION AND BASIS OF PRESENTATION 

NATURE OF OPERATIONS AND BASIS OF PRESENTATION 
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Duke Energy Kentucky, Inc. (Duke Energy Kentucky) is a combination electric and natural gas public utility company that provides service in 
northern Kentucky. Duke Energy Kentucky's principal lines of business include generation, transmission, distribution and sale of electricity, as 
well as the transportation and sale of natural gas. Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service 
Commission (KPSC) and the Federal Energy Regulatory Commission (FERG). Duke Energy Kentucky's common stock is wholly owned by 
Duke Energy Ohio, Inc. (Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy). 

Certain prior year amounts have been reclassified to conform to the current year presentation. 

Other Current Assets and Liabilities 

The following table provides detail of certain amounts included in Other within Current Assets or Current Liabilities. 

December 31, 

(in thousands) 

Income taxes-receivable 

Other receivable and prepaid assets 

Collateral liabilities 

SIGNIFICANT ACCOUNTING POLICIES 

Use of Estimates 

Location 

CurrentAssets $ 

Current Assets 

Current Liabilities, 

2016 

1,209 $ 

535 

10,270 

2015 

13,410 

6,883 

10,131 

In preparing financial statements that conform to generally accepted accounting principles in the United States (U.S.) (GAAP), Duke Energy 
Kentucky must make estimates and assumptions that affect the reported amounts of assets and liabilities, the reported amounts of revenues 
and expenses and the disclosure of contingent assets and liabilities at the date of the financial statements. Actual results could differ from 
those estimates. 

Regulatory Accounting 

The majority of Duke Energy Kentucky's operations are subject to price regulation for the sale of electricity and natural gas by the KPSC or 
FERG. When prices are set on the basis of specific costs of the regulated operations and an effective franchise is in place such that sufficient 
natural gas or electric services can be sold to recover those costs, Duke Energy Kentucky applies regulatory accounting. Regulatory 
accounting changes the timing of the recognition of costs or revenues relative to a company that does not apply regulatory accounting. As a 
result, regulatory assets and regulatory liabilities are recognized on the Balance Sheets. Regulatory assets and liabilities are amortized 
consistent with the treatment of the related cost in the ratemaking process. See Note 2 for further information. 

Regulated Fuel Costs and Purchased Power 

Duke Energy Kentucky utilizes cost-tracking mechanisms, commonly referred to as fuel adjustment clauses. These clauses allow for the 
recovery of fuel and fuel-related costs and portions of purchased power costs through surcharges on customer rates. The difference between 
the costs incurred and the surcharge revenues is recorded as an adjustment to Operating Expenses - Fuel used in electric generation and 
purchased power or Operating Expenses - Cost of natural gas on the Statements of Operations with an 9ff-setting impact on regulatory assets 
or liabilities. 

Cash and Cash Equivalents 

All highly liquid investments with maturities of three months or less at the date of acquisition are considered cash equivalents. 

Inventory 

Inventory is used for operations and is recorded primarily using the average cost method. Inventory related to regulated operations is valued at 
historical cost. 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. The components of inventory are 
presented in the table below. 

December 31, 

(in thousands} 2016 2015 

Materials and supplies $ 21,964 $ 22,550 

Coal 19,499 16,282 

Natural gas, oil and other 7,574 5,309 

Total inventory $ 49,037 $ 44, 141 
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Property, Plant and Equipment 

DUKE ENERGY KENTUCKY, INC 
Notes to Financial Statements 
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Property, plant and equipment are stated at the lower of depreciated historical cost net of any disallowances or fair value, if impaired. Duke 
Energy Kentucky capitalizes all construction-related direct labor and material costs, as well as indirect construction costs such as general 
engineering, taxes and financing costs. See "Allowance for Funds Used During Construction (AFUDC)" and "Asset Retirement Obligations 
(ARO)" below for further information on capitalized financing costs and legal obligations associated with the retirement of property, plant and 
equipment. Costs of renewals and betterments that extend the useful life of property, plant and equipment are also capitalized. The cost of 
repairs, replacements and major maintenance projects, which do not extend the useful life or increase the expected output of the asset, is 
expensed as incurred. Depreciation ls generally computed over the estimated useful life of the asset using the composite straight-line method. 
Depreciation studies are conducted periodically to update composite rates and are approved by the KPSC and/or the FERC when required. 
The composite weighted average depreciation rates were 2.2 percent and 2.4 percent for the years ended December 31, 2016 and 2015, 
respectively. 

In general, when Duke Energy Kentucky retires its regulated property, plant and equipment, original cost plus the cost of retirement, less 
salvage value, is charged to accumulated depreciation. However, when it becomes probable a regulated asset will be retired substantially in 
advance of its original expected useful life or will be abandoned, the cost of the asset and the corresponding accumulated depreciation is 
recognized as a separate asset. If the asset is still in operation, the net amount is classified as Generation facilities to be retired, net on the 
Balance Sheets. If the asset is no longer operating, the net amount is classified in Regulatory assets on the Balance Sheets. When it becomes 
probable that meters or other regulated mass utility assets will be abandoned, the cost of the assets and accumulated depreciation is 
reclassified to regulatory assets for the amounts recoverable in rates. The carrying value of the asset is based on historical cost if Duke 
Energy Kentucky is allowed to recover the remaining net book value and a return equal to at least the incremental borrowing rate. lf not, an 
impairment is recognized to the extent the net book value of the asset exceeds the present value of future revenues discounted at the 
incremental borrowing rate. 

When Duke Energy Kentucky sells entire regulated operating units, the original cost and accumulated depreciation and amortization balances 
are removed from Property, Plant and Equipment on the Balance Sheets. Any gain or Joss is recorded in earnings, unless otherwise required 
by the applicable regulatory body. 

See Note 6 for further information. 

Allowance for Funds Used During Construction {AFUDC) 

For regulated operations, the debt and equity costs of financing the construction of property, plant and equipment are reflected as AFUDC and 
capitalized as a component of the cost of property, plant and equipment. AFUDC equity is reported on the Statements of Operations as non
cash income in Other Income and Expenses, net. AFUDC debt is reported as a non-cash offset to Interest Expense. After construction is 
completed, Duke Energy Kentucky is permitted to recover these costs through their inclusion in rate base and the corresponding subsequent 
depreciation or amortization of those regulated assets. 

AFUDC equity, a permanent difference for income taxes, reduces the effective tax rate when capitalized and increases the effective tax rate 
when depreciated or amortized. 

Asset Retirement Obligations {ARO) 

AROs are recognized for legal obligations associated with the retirement of property, plant and equipment. When recording an ARO the 
present value of the projected liability is recognized in the period in which it is incurred, if a reasonable estimate of fair value can be made, and 
the liability is accreted over time. For operating plants, the present value of the liability is added to the cost of the associated asset and 
depreciated over the remaining life of the asset. For retired plants, the present value of the liability is recorded as a regulatory asset unless 
determined not to be recoverable. 

The present value of the initial obligation and subsequent updates are based on discounted cash flows, which include estimates regarding 
timing of future cash flows, selection of discount rates and cost escalation rates, among other factors. These estimates are subject to change. 
Depreciation expense is adjusted prospectively for any changes to the carrying amount of the associated asset. Duke Energy Kentucky 
receives amounts to fund the cost of the ARO from regulated revenues. As a result, the net of amounts recovered in regulated revenues, 
accretion expense and depreciation of the associated asset is deferred as a regulatory asset or liability. 

Obligations for closure of ash basins are based upon discounted cash flows of estimated costs for site-specific plans, if known, or probability 
weightings of the potential closure methods if the closure plans are under development and multiple closure options are being considered and 
evaluated on a site-by-site basis. 

See Note 5 for further information. 

Comprehensive Income 

Comprehensive income is defined as the change in equity of a business enterprise during a period from transactions and other events and 
circumstances from non-owner sources. Comprehensive income is the same as net income for all periods presented. Therefore, a separate 
statement of comprehensive income is not included in the accompanying financial statements. 

Revenue Recognition and Unbilled Revenue 

Revenues on sales of electricity and natural gas are recognized when service is provided or the product is delivered. Unbilled revenues are 
recognized be applying customer billing rates to the estimated volumes of energy or natural gas delivered but not yet billed. Unbilled revenues 
can vary significantly from period to period as a result of seasonality, weather, customer usage patterns, customer mix, average price in effect 
for customer classes, timing of rendering customer bills and meter reading schedules. 
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Duke Energy Kentucky sells, on a revolving basis, nearly all of its retail accounts receivable, including receivables for unbilled revenues, to an 
affiliate, Cinergy Receivables Company, LLC (CRC). As discussed further in Note 11, Duke Energy Kentucky accounts for the transfers of 
receivables to CRC as sales. Accordingly, the receivables sold are not reflected on the Balance Sheets. Receivables for unbilled revenues 
related to retail accounts receivable included in the sales of accounts receivable to CRC at December 31, 2016 and 2015, were $23 million 
and $16 million, respectively. 

Unbilled revenues, which are recorded as Receivables on the Balance Sheets and exclude receivables sold to CRC, primarily include 
wholesC!le related revenues and totaled $79 thousand and $674 thousand at December 31, 2016 and 2015, respectively. 

Derivatives and Hedging 

Derivative and non-derivative instruments may be used in connection with commodity price and interest rate activities, including swaps, 
futures, forwards and options. All derivative instruments, except those that qualify for the normal purchase/normal sale exception, are recorded 
on the Balance Sheets at fair value. For activity subject to regulatory accounting, gains and losses on derivative contracts are reflected as 
regulatoiy assets or liabilities and not as other comprehensive income or current period income. As a result, changes in fair value of these 
derivatives have no immediate earnings impact. 

See Note 9 for further information. 

Unamortized Debt Premium, Discount and Expense 

Premiums, discounts and expenses incurred with the issuance of outstanding long-term debt are amortized over the term of the debt issue. 
The gain or loss on extinguishment associated with refinancing higher-cost debt obligations used to finance regulated assets is amortized. 
Amortization expense is recorded as Interest Expense in the Statements of Operations and is reflected as Depreciation, amortization and 
accretion within Net cash provided by operating activities on the Statements of Cash Flows. 

Premiums, discounts and expenses are presented as an adjustment to the cariying value of the debt amount and included in Long-Term Debt 
on the Balance Sheets presented. 

Loss Contingencies and Environmental Liabilities 

Contingent losses are recorded when it is probable a loss has occurred and can be reasonably estimated. When a range of the probable loss 
exists and no amount within the range is a better estimate than any other amount, the minimum amount in the range is recorded. Unless 
otherwise required by GAAP, legal fees are expensed as incurred. 

Environmental liabilities are recorded on an undiscounted basis when environmental remediation or other liabilities become probable and can 
be reasonably estimated. Environmental expenditures related to past operations that do not generate current or future revenues are 
expensed. Environmental expenditures related to operations that generate current or future revenues are expensed or capitalized, 
respectively. Certain environmental expenditures receive regulatory accounting treatment and are recorded as regulatory assets. 

See Notes 2 and 3 for further information. 

Pension and Other Post-Retirement Benefit Plans 

Duke Energy maintains qualified, non-qualified and other post-retirement benefit plans. Eligible employees of Duke Energy Kentucky 
participate in the respective qualified, non-qualified and other post-retirement benefit plans and Duke Energy Kentucky is allocated its 
proportionate share of benefit costs. See Note 12 for further information. 

Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and foreign jurisdictional returns. Duke Energy 
Kentucky entered into a tax-sharing agreement with Duke Energy, and income taxes recorded represent amounts Duke Energy Kentucky 
would incur as a separate C-Corporation. Deferred income taxes have been provided for temporary differences between GAAP and tax bases 
of assets and liabilities because the differences create taxable or tax-deductible amounts for future periods. Investment tax credits associated 
with regulated operations are deferred and amortized as a reduction of income tax expense over the estimated useful lives of the related 
properties. 

Positions taken or expected to be taken on tax returns, including the decision to exclude certain income or transactions from a return, are 
recognized in the financial statements when it is more likely than not the tax position can be sustained based solely on the technical merits of 
the position. The largest amount of tax benefit that is greater than 50 percent likely of being effectively settled is recorded. Management 
considers a tax position effectively settled when: (i) the taxing authority has completed its examination procedures, including all appeals and 
administrative reviews; (ii) Duke Energy Kentucky does not intend to appeal or litigate the tax position included in the completed examination; 
and (iii) it is remote the taxing authority would examine or re-examine the tax position. The amount of a tax return position that is not 
recognized in the financial statements is disclosed as an unrecognized tax benefit. If these unrecognized tax benefits are later recognized, 
then there will be a decrease in income tax expense or a reclassification between deferred and current taxes payable. If the portion of tax 
benefits that has been changes and those tax benefits are subsequently unrecognized, then the previously tax benefits may impact the 
financial statements through increasing income tax expense or a reclassification between deferred and current taxes payable. Changes in 
assumptions on tax benefits may also impact interest expense or interest income and may result in the recognition of tax penalties. 

Tax~related interest and penalties are recorded in Interest Expense and Other Income and Expenses, net, in the Statements of Operations. 

See Note 13 for further information. 
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The following new accounting standards were issued, but have not yet been adopted by Duke Energy Kentucky, as of December 31, 2016. 

Revenue from Contracts with Customers. In May 2014, the Financial Accounting Standards Board (FASB) issued revised accounting 
guidance for revenue recognition from contracts with customers. The core principle of this guidance is that an entity should recognize revenue 
to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be 
entitled in exchange for those goods or services. The amendments in this update also require disclosure of sufficient information to allow users 
to understand the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. 

Most of Duke Energy Kentucky's revenue is expected to be in scope of the new guidance. The majority of sales, including energy provided to 
residential customers, are from tariff offerings that provide natural gas or electricity without a defined contractual term ('at-will'). For such 
arrangements, Duke Energy Kentucky expects that the revenue from contracts with customers will be equivalent to the electricity or natural 
gas supplied and billed in that period (including estimated billings). As such, Duke Energy Kentucky does not expect that there will be a 
significant shift in the timing or pattern of revenue recognition for such sales. The evaluation of other revenue streams is ongoing, including 
long-term contracts with industrial customers. 

Duke Energy Kentucky continues to evaluate what information would be most useful for users of the financial statements, including information 
already provided in disclosures outside of the financial statement footnotes. These additional disclosures could include the disaggregation of 
revenues by geographic location, type of service, customer class or by duration of contract ('at-will' versus contracted revenue). Revenues 
from contracts with customers, revenue recognized under regulated operations accounting and revenue from lease accounting will also be 
disclosed. 

Duke Energy Kentucky intends to use the modified retrospective method of adoption effective January 1, 2018. This method results in a 
cumulative change effect that will be recorded as an adjustment to retained earnings as of January 1, 2018, as if the standard had always 
been in effect. Disclosures for 2018 will include a comparison to what would have been reported for 2018 under the current revenue 
recognition rules in order to assist financial statement users in understanding how revenue recognition has changed as a result of this 
standard and to facilitate comparability with prior year reported results, which are not restated under the modified retrospective approach. 

Leases. In February 2016, the FASB issued revised accounting guidance for leases. The core principle of this guidance is that a lessee 
should recognize the assets and liabilities that arise from leases on the balance sheet. 

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2019, although it can be early 
adopted. The guidance is applied using a modified retrospective approach. Duke Energy Kentucky is currently evaluating the financial 
statement impact of adopting this standard. Other than an expected increase in assets and liabilities, the ultimate impact of the new standard 
has not yet been determined. Significant system enhancements may be required to facilitate the identification, tracking and reporting of 
potential leases based upon requirements of the new lease standard. 

Financial Instruments Classification and Measurement. In January 2016, the FASB issued revised accounting guidance for the 
classification and measurement of financial instruments. Changes in the fair value of all equity securities will be required to be recorded in net 
income. Current GAAP allows some changes in fair value for available-for-sale equity securities to be recorded in Accumulated Other 
Comprehensive Income. Additional disclosures will be required to present separately the financial assets and financial liabilities by 
measurement category and form of financial asset. An entity's equity investments that are accounted for under the equity method of 
accounting are not included within the scope of the new guidance. 

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018, by 
recording a cumulative change effect that will be recorded as an adjustment to retained earnings as of January 1, 2018. This guidance is 
expected to have minimal impact on the Statements of Operations as changes in the fair value of most of the Duke Energy Kentucky's 
available-for-sale equity securities are deferred as regulatory assets or liabilities pursuant to accounting guidance for regulated operations. 

2. REGULATORY MATTERS 

REGULATORY ASSETS AND LIABILITIES 

Duke Energy Kentucky records assets and liabilities that result from the ratemaking process. See Note 1 for further information. 
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The following table represents the regulatory assets and liabilities on the Balance Sheets. 

{in thousands} 

Regulatory Assets<al: 

Accrued pension and other post-retirement benefits 

East Bend deferrals 

Demand side managemenUEnergy efficiency costs 

Hedge ·costs and other deferrals 

Storm cost deferrals 

AROs - coal ash 

Vacation accrual 

Deferred debt expense 

Natural gas purchase costs 

Carbon management research grant 

Deferred gas integrity costs 

Net regulatory asset (liability) related to income taxes 

$ 

KyPSC Case No. 2017-00321 
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December 31, 

2016 

31,620 $ 
32,267 

1,661 

5,521 

4,913 

11,412 

1,348 

1,455 

3,937 

1,600 

2,173 

2,178 

2015 

28,289 

16,465 

6,663 

6,221 

4,913 

4,425 

1,440 

1,721 

579 

1,400 

(1,826) 

Recovery/Refund 

Period Ends 

(b) 

(c) 

(c)(d) 

(e) 

(c) 

(c)(h) 

2017 

2036 

2017 

(c) 

(c) 

(h) 

Total regulatory assets 100,085 70,290 

Less: current portion 

Total noncurrent regulatory assets 

Regulatory, Lia bi I iti es (a): 

Costs of removal 

Accrued pension and, other post-retirement benefits 

Hedge costs and other deferrals 

Deferred fuel 

Profit sharing mechanism 

Other 

Total regulatory liabilities 

Less: current portion 

Total noncurrent regulatory liabilities 

$ 

$ 

$ 

(a) Regulatory assets and liabilities are excluded from rate base unless otherwise noted. 

7,623 

92,462 $ 

45,878 $ 
5,550 

2,502 

8,456 

1,215 

450 

64,051 

12,173 

51,878 $ 

8,879 

61.411 

48,032 

4,937 

979 

973 

717 

16 

55,654 

2,668 

52,986 

(I) 

(b) 

(e) 

2017 

2017 

(c) 

(b) The accrued pension and OPES regulatory asset is expected to be recovered over average remaining service periods of active 
employees covered by the benefit plans, which is approximately nine years. See Note 12 for further information. 

(c) The expected recovery or refund period varies for these amounts or has not been determined. 
(d) Deferred costs are recovered through a rider mechanism. 
(e) Recovery varies over the life of the associated instrument. 
(f) Represents funds received from customers to cover future removal of property, plant and equipment from retired or abandoned sites 

as property is retired. Included in rate base and recovered over the life of associated assets. 
(g) Certain amounts are recovered through rates. 

RATE RELATED INFORMATION 

The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERG approves rates for 
electric sales to wholesale customers served under cost-based rates, as well as sales of transmission service. 

East Bend Coal Ash Basin Filings 

On December 2, 2016, Duke Energy Kentucky filed with the KPSC a request for a certificate of public convenience and necessity (CPCN) for 
construction projects necessary to close and repurpose an ash basin at the East Bend Station necessitated by current and proposed U.S. 
Environmental Protection Agency (EPA) regulations. Duke Energy Kentucky is targeting a completion date in fourth quarter 2018 for these 
projects and estimates a total cost of approximately $93 million. Duke Energy Kentucky has requested an order to be issued by April 30, 2017. 

On June 10, 2015, Duke Energy Kentucky filed an application with the KPSC seeking approval to record ARO amounts and other compliance 
obligations related to the disposal of coal combustion residuals (CCR) at the East Bend Station as regulatory assets and to defer costs 
incurred, including carrying costs. The application was approved in December 2015. 

Refer to Note 5 for further information on the EPA rule to regulate the disposal of CCR from electric utilities as solid waste. 
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On July 28, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a CPCN to convert to dry bottom ash at the East Bend 
station. The project is necessary to comply with various environmental law requirements. The project is estimated to cost approximately $25 
million. On February 23, 2017, the KPSC granted a CPCN for the project. 

Big Bone Pipeline Project 

On May 11, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a CPCN to construct a new natural gas pipeline and 
related facilities. The project will provide for needed capacity on the Duke Energy Kentucky natural gas delivery system and will provide 
greater reliability of the overall delivery system. The project is estimated to be completed prior to the 2017 winter heating season at a total cost 
of approximately $14 million. On November 28, 2016, the KPSC granted a CPCN for the project. 

Natural Gas Pipeline Testing Costs 

On April 29, 2016, Duke Energy Kentucky filed an application with the KPSC requesting approval to defer approximately $2 million of 
unplanned operations and maintenance expense related to pressure testing of natural gas pipelines which will be completed in 2017. The 
testing is required to comply with regulations promulgated by the Pipeline and Hazardous Materials Safety Administration. The KPSC 
approved the application on July 22, 2016. 

Advanced Metering Infrastructure (AMI) 

On April 25, 2016, Duke Energy Kentucky filed with the KPSC an application for approval of a CPCN for the construction of AMI. Duke Energy 
Kentucky anticipates that the estimated $49 million project, if approved, will take approximately two years to complete. Duke Energy Kentucky 
also requested approval to establish a regulatory asset of approximately $1 O million for the remaining book value of existing meter equipment 
and inventory that will be replaced. On July 20, 2016, the Kentucky Attorney General, the only intervenor in the proceeding, moved to dismiss 
the application. Duke Energy Kentucky filed its opposition to the Kentucky Attorney General's motion to dismiss on July 27, 2016. On 
September 28, 2016, the KPSC denied the Kentucky Attorney General's motion to dismiss and granted Duke Energy Kentucky's motion to file 
rebuttal testimony. Duke Energy Kentucky and the Kentucky Attorney General entered into a stipulation resolving the matters raised in the 
application. An evldentiary hearing was held on December 8, 2016. Duke Energy Kentucky cannot predict the outcome of this matter. 

Accelerated Natural Gas Service Line Replacement Program 

On July 6, 2015, Duke Energy Kentucky filed an application for approval of an accelerated natural gas service line replacement program (ASRP). 
Under the ASRP, Duke Energy Kentucky proposed to replace certain natural gas service lines on an accelerated basis over a five year 
period. Through the ASRP, Duke Energy Kentucky also proposed to complete preliminary survey and investigation work related to natural gas 
service lines that are customer-owned and for which it does not have valid records and, further, to relocate interior natural gas meters to suitable 
exterior locations where such relocation can be accomplished. Duke Energy Kentucky currently estimates capital and operations and maintenance 
expenditures undertheASRP will total approximately $38 million. The filing also sought approval of a riderforASRP expenditures to be recovered 
(Rider ASRP), which Duke Energy Kentucky would update on an annual basis. 

Duke Energy Kentucky reached a settlement with the lone intervenor, the Kentucky Attorney General, which included the following key terms: 
(i) 9.7 percent return on equity; (ii) meter relocations only where code violations exist; (iii) one year rate stay-out, with exceptions; and, (iv) an 
annual $1.00 per month cap on RiderASRP rate increases for residential customers. On February 2, 2016, the KPSC issued an order 
approving the settlement. On July 1, 2016, Duke Energy Kentucky filed its annual ASRP projections, rate and tariffs application with the KPSC 
requesting an August 2016 effective date. The KPSC determined an investigation into the reasonableness of the proposed rates was 
necessary and suspended the effective date through December 2016. On December 16, 2016, the KPSC denied the original proposed rates 
and approved revised rates, effective January 2017. 

East Bend Station 

On December 30, 2014, Duke Energy Kentucky acquired The Dayton Power and Light Company's 31 percent interest in the jointly owned 
East Bend Station for approximately $12.4 million. Duke Energy Kentucky owns 100 percent of the East Bend Station as a result of the 
acquisition. The KPSC approved the deferral of incremental operations and maintenance costs related to the additional ownership interest 
above amounts currently reflected in base rates. At December 31, 2016, Duke Energy Kentucky had approximately $23 million included in 
Regulatory assets related to incremental operations and maintenance costs for East Bend. 

The purchase price, in accordance with FERC guidelines, was reflected with The Dayton Power & Light Company's historical original cost as 
an increase to property, plant and equipment and accumulated depreciation as of December 31, 2015. Based on FERC methodology, Duke 
Energy Kentucky is required to apply depreciation rates to the original historical plant cost, not the $12.4 million purchase price. As a result, 
the purchase price will be fully depreciated over a four-year period, not the remaining useful life of the assets of 27 years. On August 20, 2015, 
the KPSC approved Duke Energy Kentucky's application to use the purchase price as the value of the newly acquired interest in the East 
Bend Station for depreciation and ratemaking purposes and to create a regulatory asset for the excess FERG-mandated depreciation to be 
recovered over the remaining useful life of the assets. At December 31, 2016, Duke Energy Kentucky had approximately $9 million included in 
Regulatory assets related to excess depreciation. 

Regional Transmission Organization (RTO} Realignment 

Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets to effect a RTO realignment from Mid continent 
Independent System Operator, Inc. (MISO) to PJM Interconnection, LLC (PJM}, effective December 31, 2011. 

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to 
seek double-recovery in a future rate case of the transmission expansion fees that may be charged by MISO and PJM in the same period or 
overlapping periods. Duke Energy Kentucky is not currently recovering PJM or MISO transmission expansion fees through current base rates. 
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Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation an~~fir!~pf 31 

MISO Transmission Expansion Planning (MTEP) costs, excluding Multi Value Projects (MVP). This liability was recorded within Other in 
Current Liabilities and Other in Deferred Credits and Other Liabilities on the Balance Sheets. 

The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MISO. 

(in thousands) December 31, 2015 

MISO withdrawal liability $ 19,931 

MVP 

Provision I 
Adjustments 

$ 724 $ 

Cash 
Reductions December 31, 2016 

(1,203) $ 19,452 

MISO approved 17 MVP proposals prior to Duke Energy Ohio and Duke Energy Kentucky's exit from MISO on December 31, 2011. 
Construction of these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, 
property and income taxes, depreciation and an allowed return, are allocated and billed to MISO transmission owners. 

On December 29, 2011, MISO filed a tariff with the FERG providing for the allocation of MVP costs to a withdrawing owner based on monthly 
energy usage. The FERG set for hearing (i) whether MlSO's proposed cost allocation methodology to transmission owners who withdrew from 
MISO prior to January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO and, (ii) if not, what the amount of and 
methodology for calculating any MVP cost responsibility should be. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the 
period from 2012 to 2071 at $450 million, on an undiscounted basis. On July 16, 2013, a FERG Administrative Law Judge (ALJ) issued an 
initial decision. Under this initial decision, Duke Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio 
and Duke Energy Kentucky filed exceptions to the initial decision, requesting FERG to overturn the ALJ's decision. 

On October 29, 2015, the FERG issued an order reversing theALJ's decision. The FERG ruled the cost allocation methodology is not 
consistent with the MISO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from 
MISO. On May 19, 2016, the FERG denied the request for rehearing filed by MISO and the MISO Transmission Owners. On July 15, 2016, the 
MISO Transmission Owners filed a petition for review with the U.S. Court of Appeals for the Sixth Circuit. Duke Energy Kentucky cannot 
predict the outcome of this matter. 

FERC Transmission Return on Equity and MTEP Cost Settlement 

On October 14, 2011, Duke Energy Ohio and Duke Energy Kentucky submitted with the FERG proposed modifications to the PJM 
Interconnection Open Access Transmission Tariff pertaining to recovery of the transmission revenue requirement as PJM transmission owners. 
The filing was made in connection with Duke Energy Ohio's and Duke Energy Kentucky's move from MISO to PJM effective 
December 31, 2011. On April 24, 2012, the FERG issued an order accepting the proposed filing effective January 1, 2012, except that the 
order denied a request to recover certain costs associated with the move from MISO to PJM without prejudice to the right to submit another 
filing seeking such recovery and including certain additional evidence, and set the rate of return on equity of 12.38 percent for settlement and 
hearing. On April 16, 2015, the FERG approved a settlement agreement between Duke Energy Ohio, Duke Energy Kentucky and six PJM 
transmission customers with load in the Duke Energy Ohio and Duke Energy Kentucky zone. The principal terms of the settlement agreement 
are that, effective upon the date of FERG approval, (i) the return on equity for wholesale transmission service is reduced to 11.38 percent, (ii) 
the settling parties agreed not to seek a change in the return on equity that would be effective prior to June 1, 2017, and (iii) Duke Energy Ohio 
and Duke Energy Kentucky will recover 30 percent of the wholesale portion of costs arising from their obligation to pay any portion of the costs 
of projects included in any MTEP that was approved prior to the date of Duke Energy Ohio's and Duke Energy Kentucky's integration into 
PJM. 

OTHER REGULATORY MATTERS 

PJM Capacity Performance Proposal 

On June 9, 2015, the FERG ruled in favor of PJM on a revised Tariff and Reliability Assurance Agreement including implementation of a 
Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation non-performance. The CP 
proposal includes performance-based penalties for non-compliance. Duke Energy Kentucky is a Fixed Resource Requirement (FRR) entity, 
and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to Duke Energy Kentucky in the 
delivery year beginning June 1, 2019, with full compliance beginning June 1, 2020. 

Duke Energy Kentucky is evaluating potential strategies for compliance and required investment. The regulatory treatment of CP compliance 
costs and potential penalties has not been determined. The ruling could result in an adverse impact on Duke Energy Kentucky's future results 
of operations and cash flows. Duke Energy Kentucky cannot predict the outcome of this matter. 
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Duke Energy Kentucky has insurance and/or reinsurance coverage either directly or through indemnification from Duke Energy's captive 
insurance company, Bison Insurance Company Limited, and its affiliates, consistent with companies engaged in similar commercial operations 
with similar type properties. Duke Energy Kentucky's coverage includes (i) commercial general liability coverage for liabilities arising to third 
parties for bodily injury and property damage; (ii) workers' compensation; (iii) automobile liability coverage; and (iv) property coverage for all 
real and personal property damage. Real and personal property damage coverage excludes electric transmission and distribution lines, but 
includes damages arising from boiler and machinery breakdowns, earthquakes, nood damage and extra expense, but not outage or 
replacement power coverage. All coverage is subject to certain deductibles or retentions, sublimits, exclusions, terms and conditions that are 
common for companies with similar types of operations. Duke Energy Kentucky self-insures its electric transmission and distribution lines 
against loss due to storm damage and other natural disasters. 

The cost of Duke Energy Kentucky's coverage can fluctuate year to year renecting claims history and conditions of the insurance and 
reinsurance markets. 

In the event of a loss, terms and amounts 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 a material effect on Duke Energy 
Kentucky's results of operations, cash flows or financial position. Duke Energy Kentucky is responsible to the extent losses may exceed limits 
of the coverage available. 

ENVIRONMENTAL 

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

Remediation Activities 

In addition to the AROs discussed in Note 5, Duke Energy Kentucky is responsible for environmental remediation at various sites. These 
include some properties that are part of ongoing operations and sites formerly owned or used by Duke Energy Kentucky. These sites are in 
various stages of investigation, remediation and monitoring. Managed in conjunction with relevant federal, state and local agencies, 
remediation activities vary based upon site condition and location, remediation requirements, complexity and sharing of responsibility. If 
remediation activities involve joint and several liability provisions, strict liability, or cost recovery or contribution actions, Duke Energy Kentucky 
could potentially be held responsible for environmental impacts caused by other potentially responsible parties, and may also benefit from 
insurance policies or contractual indemnities that cover some or all cleanup costs. Liabilities are recorded when losses become probable and 
are reasonably estimable. The total costs that may be incurred cannot be estimated because the extent of environmental impact, allocation 
among potentially responsible parties, remediation alternatives and/or regulatory decisions have not yet been determined. Additional costs 
associated with remediation activities are likely to be incurred in the future and could be significant. Costs are typically expensed 13;s Operation, 
maintenance and other in the Statements of Operations unless regulatory recovery of the costs is deemed probable. 

Duke Energy Kentucky has accrued approximately $670 thousand and $515 thousand of probable and estimable costs related to its various 
environmental sites in Other within Deferred Credits and Other Liabilities on the Condensed Balance Sheets as of December 31, 2016 and 
2015, respectively. Additional losses in excess of recorded reserves are expected to be immaterial for the stages of investigation, remediation 
and monitoring for the environmental sites that have been evaluated. The maximum amount of the range for all stages of Duke Energy 
Kentucky's environmental sites cannot be determined at this time. 

Clean Power Plan (CPP) 

On October 23, 2015, the EPA published in the Federal Register the CPP rule for regulating carbon dioxide (C02) emissions from existing 
fossil fuel-fired electric generating units. The CPP establishes C02 emission rates and mass cap goals that apply to fossil fuel-fired generation. 
Petitions challenging the CPP have been filed by several groups and on February 9, 2016, the Supreme Court issued a stay of the final CPP 
rule, halting implementation of the CPP until legal challenges are resolved. Kentucky has suspended work on the CPP in response to the stay. 
Oral arguments before 10 of the 11 judges on the D.C. Circuit Court were heard on September 27, 2016. The court is expected to decide the 
case in early 2017. 

Compliance with CPP could cause the industry to replace coal-fired generation with natural gas and renewables. Costs to operate coal-fired 
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to 
CPP, which may result in the retirement of coal-fired generation plants earlier than the current useful lives. lf the CPP is ultimately upheld by 
the courts and implementation goes forward, Duke Energy Kentucky could incur increased fuel, purchased power, operation and maintenance 
and other costs for replacement generation as a result of this rule. Due to the uncertainties related to the implementation of the CPP, Duke 
Energy Kentucky cannot predict the outcome of these matters. Duke Energy Kentucky continues to evaluate the need to retire generating 
facilities and plans to seek regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements. 
However, recovery is subject to future regulatory approval, including the recovery of carrying costs on remaining book values, and therefore 
cannot be assured. 

LITIGATION 

Duke Energy K_entucky is involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which 
involve significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its 
results of operations, cash nows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies 
as incurred. 
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As part of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various third parties. These guarantees involve elements of performance 
and credit risk which are not included on the Balance Sheets. The possibility of Duke Energy Kentucky having to honor its contingencies is 
largely dependent upon future operations of various third parties or the occurrence of certain future events. 

Operating and Capital Lease Commitments 

Duke Energy Kentucky leases vehicles, computer equipment and other property and equipment with various terms and expiration dates. 
Capitalized lease obligations are classified as Long-Term Debt on the Balance Sheets. Amortization of assets recorded under capital leases is 
included in Depreciation and amortization on the Statements of Operations. 

Rental expense for operating leases, which is included in Operation, maintenance and other on the Statements of Operations, was $3 million 
and $2 million for the years ended December 31, 2016 and 2015, respectively. 

The following table presents future minimum lease payments under operating leases, which at inception had a non-cancelable term of more 
than one year, and capital leases as of December 31, 2016. 

(in thousands) Operating Leases Capital Leases 

2017 $ 1,996 $ 816 

2018 1,856 1,016 

2019 998 481 

2020 764 250 

2021 622 

Thereafter 791 

Minimum annual payments 7,027 2,563 

Less: amount representing interest (411) 

Total $ 7,027 $ 2,152 

4. DEBT AND CREDIT FACILITIES 

SUMMARY OF DEBT AND RELATED TERMS 

The following table summarizes outstanding debt. 

December 31, 

Weighted 

(in thousands) 
Average 

Interest Rate Year Due 2016 2015 

Unsecured debt 4.79°/o 2019. 2046 $ 260,000 $ 215,000 

Capital leases 6.00% 2018. 2020 2,152 3,672 
Tax-exempt bon~sCaJ{bl 1.05% 2027 76,720 76,720 
Money pool borrowingsCb)(c) 0.99°/o 44,656 80,743 

Unamortized debt discount and premium, net (338) (389) 

Unamortized debt issuance costs (1,488) (976) 

Total debt 3.60% $ 381,702 $ 374,770 

Short-term money pool borrowings (19,656) (55,743) 

Current maturities of long-term debt (686) (101,519) 

Total long-term debt $ 361,360 $ 217,508 

(a) Includes $27 million that is secured by a bilateral letter of credit agreement. 
(b) Floating-rate debt. At December 31, 2015, the weighted average interest rate was 0.73o/o for tax-exempt bonds. 
(c) Includes $25 million classified as Long-Term Debt Payable to Affiliated Companies on the Balance Sheets. 
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The following table shows the annual maturities of long-term debt for the next five years and thereafter. 

(in thousands) December 31, 2016 

2017 $ 686 

2018 887' 

2019 100,230 

2020 25,181 

2021 48,512 

Thereafter 186,550 

Total long-term debt, including current maturities $ 362,046 

Duke Energy Kentucky has the ability under certain debt facilities to call and repay the obligation prior to its scheduled maturity. Therefore, the 
actual timing of future cash repayments could be materially different than as presented above. 

SHORT-TERM OBLIGATIONS CLASSIFIED AS LONG-TERM DEBT 

Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and money pool borrowings, which are short-term 
obligations by nature, are classified as long-term due to Duke Energy Kentucky's intent and ability to utilize such borrowings as long-term 
financing. As Duke Energy's Master Credit Facility and Duke Energy Kentucky's other bilateral letter of credit agreements have non-cancelable 
terms in excess of one year as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a 
long-term basis. See "Available Credit Facilities~ below for additional information. 

At December 31, 2016 and 2015, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as Long-Term 
Debt and Long-Term Debt Payable to Affiliated Companies, respectively, on the Balance Sheets. 

SIGNIFICANT DEBT ISSUANCES 

In January 2016, Duke Energy Kentucky issued $95 million of unsecured debentures, of which $45 million carry a fixed interest rate of 3.42 
percent and mature January 15, 2026, and $50 million carry a fixed interest rate of 4.45 percent and mature January 15, 2046. Proceeds were 
used to rennance existing debt, including money pool borrowings, capital expenditures and for general corporate purposes. 

AVAILABLE CREDIT FACILITIES 

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion through January 2020. Duke Energy Kentucky has borrowing capacity 
under the Master Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke 
Energy Kentucky's borrowing sublimit, subject to a maximum sublimit. The amount available to Duke Energy Kentucky under the Master Credit 
Facility may be reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that 
may be put to Duke Energy Kentucky at the option of the holder. At December 31, 2016, Duke Energy Kentucky had a borrowing sublimit of 
$150 million and available capacity of $11g million under the Master Credit Facility. 

Duke Energy Kentucky and Duke Energy Indiana, LLC (Duke Energy Indiana), a wholly owned subsidiary of Duke Energy, collectively have a 
$156 million bilateral letter of credit agreement expiring February 2019. Duke Energy Kentucky and Duke Energy Indiana may request the 
issuance of letters of credit up to $27 million and $129 million, respectively, on their behalf to support various series of tax-exempt bonds. This 
credit facility may not be used for any purpose other than to support the tax-exempt bonds. 

OTHER DEBT MATTERS 

Money Pool 

Duke Energy Kentucky receives support for its short-term borrowing needs through participation with Duke Energy and certain of its 
subsidiaries in a money pool arrangement. Under this arrangement, those companies with short-term funds may provide short-term loans to 
affiliates participating under this arrangement. The money pool is structured such that Duke Energy Kentucky separately manages its cash 
needs and working capital requirements. Accordingly, there is no net settlement of receivables and payables related to the money pool 
between the money pool participants. 

Money pool receivable balances are reflected within Notes receivable from affiliated companies in the Balance Sheets. The change in 
receivables is reflected within Investing Activities on the Statements of Cash Flows. Money pool payable balances are reflected within either 
Notes payable to affiliated companies or Long-Term Debt Payable to Affiliated Companies on the Balance Sheets. The change in payables are 
reflected within Financing Activities on the Statements of Cash Flows. 

Restrictive Debt Covenants 

Duke Energy Kentucky's debt and credit agreements contain various financial and other covenants. Failure to meet those covenants beyond 
applicable grace periods could result in accelerated due dates and/or termination of the agreements. As of December 31, 2016, Duke Energy 
Kentucky was in compliance with all covenants related to its debt agreements. In addition, some credit agreements may allow for acceleration 
of payments or termination of the agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or 
some of its subsidiaries. None of the debt or credit agreements contain material adverse change clauses. 
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Duke Energy Kentucky records an ARO when it has a legal obligation to incur retirement costs associated with the retirement of a long-lived 
asset and the obligation can be reasonably estimated. Certain assets have an indeterminate life, and thus the fair value of the retirement 
obligation is not reasonably estimable. A liability for these AR Os will be recorded when a fair value is determinable. 

Duke Energy Kentucky's regulated electric and regulated natural gas operations accrue costs of removal for property that does not have an 
associated legal retirement obligation based on regulatory orders from the KPSC. These costs of removal are recorded as a regulatory liability 
in accordance with regulatory accounting treatment. See Note 2 for the estimated cost of removal for assets without an associated legal 
retirement obligation, which are included in Regulatory liabilities on the Balance Sheets as of December 31, 2016 and 2015. 

In April 2015, the EPA published a rule to regulate the disposal of CCR from electric utilities as solid waste, The federal regulation classifies 
CCR as nonhazardous waste and allows for beneficial use of CCR with some restrictions. The regulation applies to all new and existing 
landfills, new and existing surface 'impoundments receiving CCR and existing surface impoundments that are no longer receiving CCR but 
contain liquid located at stations currently generating electricity (regardless of fuel source). The rule establishes requirements regarding landfill 
design, structural integrity design and assessment criteria for surface impoundments, groundwater monitoring and protection procedures and 
other operational and reporting procedures to ensure the safe disposal and management of CCR. As a result of the EPA rule, Duke Energy 
Kentucky recorded additional ARO amounts during 2015 for estimated ash basin closure costs at the East Bend Station. In addition to the 
requirements of the federal CCR regulation, CCR landfills and surface impoundments are also independently regulated by the state of 
Kentucky. 

The ARO amount recorded on the Balance Sheets is based upon estimated closure costs for impacted ash impoundments. The amount 
recorded represents the discounted cash flows for estimated closure costs based upon either specific closure plans or the probability 
weightings of the potential closure methods as evaluated on a site.by.site basis. Actual costs to be incurred will be dependent upon factors 
that vary from site to site. The most significant factors are the method and time frame of closure at the individual sites. Closure methods 
considered include removing the water from the basins, consolidating material as necessary and capping the ash with a synthetic barrier, 
excavating and relocating the ash to a lined structural fill or lined landfill, or recycling the ash for concrete or some other beneficial use. The 
ultimate method and timetable for closure will be in compliance with standards set by federal and state regulations, 

During 2016, Duke Energy Kentucky updated its coal ash ARO liability estimate based on additional site·specific information about the related 
costs, methods and timing of work to be performed. The ARO amount will be adjusted as additional information is gained through the closure 
and post·closure process, including acceptance and approval of compliance approaches which may change management assumptions, and 
may result in a material change to the balance. · 

Asset retirement costs associated with coal ash AROs at the East Bend Station are included within Property, Plant and Equipment on the 
Balance Sheets. 

The following table presents the changes in the liability associated with AROs. 

Years Ended December 31, 

(in thousands) 2016 2015 

Balance at beginning of periodCal $ 103,500 $ B,122 

Accretion expense 4,034 3,391 

Liabilities settled{b) (4,757) (4,443) 

Liabilities incurred in the current year<cl 115,723 

Revisions to estimates of cash flowsCdJ (49,955) (19,293) 

Balance at end of period $ 52,822 $ 103,500 

(a) 2015 amount primarily relates to the retirement of natural gas mains, asbestos removal and closure of landfills at fossil generation 
facilities. 

(b) Settlement of liabilities related to ash basin closure costs at the East Bend Station. 
(c) 2015 amount represents AROs incurred as a result of the EPA's rule for disposal of CCR as solid waste. See Note 2 for further 

discussion of the approval granted by the KPSC to defer costs related to ash basin closure at the East Bend Station. 
(d) Primarily related to ash basin closure costs. 

Cost recovery related to ash basin closures will be pursued through the normal ratemaking process with the KPSC which permits recovery of 
necessary and prudently incurred costs associated with Duke Energy Kentucky's regulated operations. 
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Estimated Useful Life December 31, 

(in thousands} (Years) 2016 2015 

Land $ 26,007 $ 24,475 

Plant: 

Electric generation, distribution and transmission(al 8-100 1,496,729 1,509,240 

Natural gas transmission iind distributionCal 12-50 459,165 438,055 

Other buildings and improvements 15 -100 11,554 11,674 

Equipment 5-25 17,549 16,464 

Construction in process 63,833 43,361 

Other 5-10 41,382 36,492 

Total property, plant and equipment 2,116,219 2,079,761 

Accumulated depreciation and amortization(b) (948,144) (923,578) 

Net property, plant and equipment(c) $ 1,168,075 $ 1,156,183 

(a) Includes capitalized lease amounts of $28 million and $32 million at December 31, 2016 and 2015, respectively. 
(b) Includes accumulated amortization of capitalized leases of $7 million at December 31, 2016 and 2015. 
(c) The debt component of AFUDC totaled $537 thousand and $225 thousand at December 31, 2016 and 2015, respectively. 

7. OTHER INCOME AND EXPENSES, NET 

The components of Other Income and Expenses, net on the Statements of Operations are as follows. 

Years Ended December 31, 

(in thousands) 

Income/( Expense): 

Interest income 

AFUDC equity 

Other 

Other Income and Expenses, net 

8. RELATED PARTY TRANSACTIONS 

s 

$ 

2016 

990 

1,332 

(1) 

2,321 

2015 

$ 1,019 

620 

(564) 

$ 1,075 

Duke Energy Kentucky engages in related party transactions, which are generally performed at cost and in accordance with KPSC and FERG 
regulations. Material amounts related to transactions with related parties included in the Statements of Operations are presented in the 
following table. 

Years Ended December 31, 

(in thousands) 2016 2015 

Corporate governance and shared service expenses(a) $ 83,100 $ 77,884 

(a) Duke Energy Kentucky is charged its proportionate share of costs, primarily related to human resources, employee benefits, legal 
and accounting fees, as well as other third party costs, from an unconsolidated affiliate that is a consolidated affiliate of Duke 
Energy. These amounts are recorded in Operation, maintenance and other within Operating Expenses on the Statements of 
Operations. 

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, including 
rental of office space, participation in a money pool arrangement with Duke Energy and certain of its subsidiaries, other operational 
transactions and its proportionate share of certain charged expenses. The net impact of these transactions was not material for each of the 
years ended December 31, 2016 and 2015. 

Certain trade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated entity formed by a subsidiary of 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. See Notes 1 and 11 for further information related to the sales of these receivables. 

See the Balance Sheets for amounts due to or due from related parties. 
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Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictional returns. Duke Energy Kentucky 
has a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Income taxes recorded represent 
amounts Duke Energy Kentucky would incur as a separate C-Corporation. Duke Energy Kentucky had an immaterial intercompany tax 
payable balance at December 31, 2016, and an intercompany tax receivable balance of$13 million at December 31, 2015. 

9. DERIVATIVES AND HEDGING 

COMMODITY PRICE RISK 

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due 
to the use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the 
prices of electricity, fuel and emission allowances associated with its generation output not utilized to serve retail operations or committed load 
(off-system, wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are financial transmission rights. 

See Note 1 O for additional information on the fair value of commodity derivatives. 

INTEREST RATE RISK 

Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate 
debt. Interest rate risk is managed by limiting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. 

To manage risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate 
swaps and U.S. Treasury lock agreements. The notional amount of interest rate swaps outstanding was $26.7 million at December 31, 2016 
and December 31, 2015. Financial contracts entered into by Duke Energy Kentucky are not designated as a hedge because they are 
accounted for under regulatory accounting. With regulatory accounting, the mark-to-market gains or losses are deferred as regulatory liabilities 
or assets. Regulatory assets and liabilities are amortized consistent with the treatment of related costs in the ratemaking process. The accrual 
of interest on swaps is recorded as Interest Expense on the Statements of Operations. 

See Note 1 O for additional information on the fair value of interest rate derivatives. 

CREDIT RISK 

Duke Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreements and establishes credit limits and 
monitors the appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements for retail electric customers are 
established by the KPSC. 

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

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

10. FAIR VALUE MEASUREMENTS 

Fair value is the exchange price in an orderly transaction between market participants to sell an asset or transfer a liability at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
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 obseivable, corroborated by market data or generally unobservable. Valuation techniques 
maximize the use of observable inputs and minimize the use of unobservable inputs. A mid market pricing convention (the midpoint price 
between bid and ask prices) is permitted for use as a practical expedient. 

Fair value measurements are classified in three levels based on the fair value hierarchy: 

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing 
pricing information. 

Level 2 -A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or indirectly, 
for an asset or liability. Inputs include (i) quoted prices for similar assets or liabilities in active markets, (ii) quoted prices for identical or similar 
assets or liabilities in markets that are not active, (iii) 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 inteivals, volatilities, and credit spreads. A Level 2 measurement 
cannot have more than an insignificant portion of its valuation based on unobseivable 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 3 -Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These inputs 
may be used with internally developed methodologies that result in management's best estimate of fair value. Level 3 measurements may 
include longer-term Instruments that extend into periods in which obseivable inputs are not available. 
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Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accot>fimS ~f ~f 3 1 
fair value, such as equity method investments or the company's own debt, at fair value. Duke Energy Kentucky has not elected to record any 
of these items at fair value. 

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more obseivable during the period. Duke Energy 
Kentucky's policy is to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels 1, 2 or 3 during the years ended December 31, 2016 and 2015. 

Interest rate derivatives 

Most over-the-counter interest rate contract derivatives are valued using financial models which utilize observable inputs for similar 
instruments and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the 
counterparties. 

QUANTITATIVE DISCLOSURES 

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Balance Sheets. 
Derivative amounts in the table below exclude cash collateral. 

(in thousands) 

Derivative assets{a) 

Derivative liabilities(bl 

Net (liabilities) assets 

(in thousands) 

Derivative assetsl11l 

Derivative liabilities(bl 

Net (liabilities) assets 

$ 

$ 

$ 

$ 

Total Fair 

Value 

4,916 $ 

(5,944) 

(1,028) $ 

Total Fair 

Value 

2,913 $ 

(6,678) 

(3,765) $ 

December 31, 2016 

Level 1 Level2 Level3 

$ $ 4,916 

(5,944) 

$ (5,944) $ 4,916 

December 31, 2015 

Level 1 Level2 Level3 

$ $ 2,913 

(27) (6,651) 

(27) $ (6,651) $ 2,913 

(a) Included in Other within Current Assets and Other Assets on the Balance Sheets. Amounts relate to financial transmission rights. 
(b) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Balance Sheets. The 

amounts classified as Level 2 relate to interest rate swaps. 

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

(in thousands) 

Balance at beginning of period 

Purchases, sales, issuances and settlements: 

Purchases 

Settlements 

Total gains included on the Balance Sheets as regulatory assets or liabilities 

Balance at end of period 

OTHER FAIR VALUE DISCLOSURES 

$ 

$ 

Derivatives (net) 

Years Ended December 31, 

2016 2015 

2,913 $ 1,033 

4,921 4,611 

(4,441) (3,113) 

1,523 382 

4,916 $ 2,913 

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 Duke Energy 
Kentucky could have settled in current markets. The fair value of long-term debt is determined using Level 2 measurements. 

December 31, 2016 December 31, 2015 

(in thousands) Book value Fair value Book value Fair value 

Long-Term debt, including current maturities $ 362,046 $ 380,386 $ 319,027 $ 332,620 

At both December 31, 2016 and December 31, 2015, the fair value of cash and cash equivalents, accounts and notes receivable, and 
accounts and notes payable 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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A variable interest entity (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. A 
qualitative analysis of control determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct 
the most significant activities of the VIE that impact its economic performance and (ii) 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. 

Cinergy Receivables Company 

CRC is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky 
does not consolidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the 
sale of electricity, natural gas and related services from Duke Energy Kentucky. CRC borrows amounts under a credit facility to buy the 
receivables from Duke Energy Kentucky. Borrowing availability from the credit facility is limited to the amount of qualified receivables sold to 
CRC. The sole source of funds to satisfy the related debt obligation is cash collections from the receivables. Depending on experience with 
collections, additional equity infusions to CRC may be required by Duke Energy to maintain a minimum equity balance of $3 million. There 
were no infusions to CRC during the years ended December 31, 2016 and 2015. 

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of 
a subordinated note from CRC. The subordinated note Is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of 
$18.4 million and $10.1 million from CRC at December 31, 2016 and December 31, 2015, respectively. These balances are included in 
Receivables from affiliated companies on the Balance Sheets. 

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the activities that most 
significantly impact economic performance of the entity are not performed by the equity holder and (iii) deficiencies in net worth of CRC are 
funded by Duke Energy. The most significant activities that impact the economic performance of CRC are decisions made to manage 
delinquent receivables. Duke Energy consolidates CRC as it makes these decisions. Duke Energy Kentucky does not consolidate CRC. No 
financial support was provided to this non-consolidated VIE during the years ended December 31, 2016 or 2015, or is expected to be provided 
in the future, that was not previously contractually required. 

The subordinated note held by Duke Energy Kentucky Is stated at fair value. Canying values of retained interests are determined by allocating 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the 
subordinated notes are not materially different than their face value because (i) the receivables generally turnover in less than two months, (ii) 
credit losses are reasonably predictable due to the broad customer base and lack of significant concentration and (iii) the equity in CRC is 
subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retained interests assuming 
both a 10 percent and a 20 percent unfavorable variation in credit tosses or discount rates is not material due to the short turnover of 
receivables and historically low credit loss history. Interest accrues to Duke Energy Kentucky on the retained interests using the acceptable 
yield method. This method 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 retained interests and purchased beneficial interest whenever 
it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's maximum exposure to loss does not exceed 
the carrying value. 

Key assumptions used in estimating fair value in 2016 and 2015 are detailed in the following table. 

Anticipated credit loss ratio 

Discount rate 

Receivables turnover rate 

The following table presents gross and net receivables sold. 

(in thousands) 

Receivables sold 

Less: Retained interests 

December 31, 2016 

$ 58,903 

18,390 

2016 

0.5°/o 

1.5%1 

11.5°/o 

2015 

0.5o/ci 

1.2% 

11.4o/o 

December 31, 2015 

$ 46,253 

10, 137 

Net receivables sold $ 40,513 $ 36,116. 
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(in thousands) 

Sales: 
Receivables sold 

Loss recognized on sale 

Cash flows: 

Cash proceeds from receivables sold 

Collection fees received 

Return received on retained interests 
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$ 

$ 

Years Ended December 31, 

2016 2015 

438,249 $ 

1,627 

428,369 $ 

219 

647 

440,339 

1,553 

450,208 

220 

670 

Cash flows from the sale of receivables are reflected within Operating Activities on the Statements of Cash Flows. 

Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance, and other 
on the Statements of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the receivables sold 
during the month by the required discount which is derived monthly utilizing a three-year weighted average formula that considers charge-off 
history, late charge history and turnover history on the sold receivables, as well as a component for the time value of money. The discount 
rate, or component for the time value of money, is calculated monthly by summing the prior month-end London Interbank Offered Rate 
(LIBOR) plus a fixed rate of 1.00 percent. 

12. EMPLOYEE BENEFIT PLANS 

DEFINED BENEFIT RETIREMENT PLANS 

Duke Energy Kentucky participates in qualified and non-qualified defined benefit retirement plans and other post-retirement benefit plans 
sponsored by Duke Energy. Duke Energy allocates pension and other post-retirement obligations and costs related to these plans to Duke 
Energy Kentucky. The plans cover most employees using a cash balance formula. Under a cash balance formula, a plan participant 
accumulates a retirement benefit consisting of pay credits based upon a percentage of current eligible earnings based on age and/or years of 
service and interest credits. Certain employees are covered under plans that use a final average earnings formula. Under these average 
earnings formulas, a plan participant accumulates a retirement benefit equal to the sum of percentages of their (i) highest three-year or four
year average earnings, (ii) highest three-year or four-year average earnings in excess of covered compensation per year of participation 
(maximum of 35 years), and/or (iii) highest three-year average earnings times years of participation in excess of 35 years. Duke Energy also 
maintains, and Duke Energy Kentucky participates in, non-qualified, non-contributory defined benefit retirement plans which cover certain 
executives. As of January 1, 2014, the qualified and non-qualified non-contributory defined benefit plans are closed to new and rehired non
union and certain unionized employees. 

Duke Energy uses a December 31 measurement date for its defined benefit retirement plan assets and obligations. 

Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 
participants. Actual contributions for Duke Energy Kentucky were $1,443 thousand and $2,203 thousand for the years ended December 31, 
2016 and 2015, respectively. Anticipated contributions for 2017 for Duke Energy Kentucky are $1,375 thousand. 

Net periodic benefit costs disclosed in the tables below represent the cost of the respective plan for the periods presented. However, portions 
of the net periodic benefit cost disclosed in the tables have been capitalized as a component of property, plant and equipment. Amounts 
presented in the tables below represent the amounts of pension and other post-retirement benefit cost allocated by Duke Energy for 
employees of Duke Energy Kentucky. Additionally, Duke Energy Kentucky is allocated its proportionate share of pension and other post
retirement benefit cost for employees of Duke Energy's shared services affiliate that provides support to Duke Energy Kentucky. These 
allocated amounts are included in the governance and shared services costs discussed in Note 8. 

QUALIFIED PENSION PLANS 

Components of Net Periodic Pension Costs 

(in thousands} 

Service cost 

Interest cost on projected benefit obligation 

Expected return on plan assets 

Amortization of prior service cost 

Amortization of loss 

Other 

Net periodic pension costs 

24 

Years Ended December 31, 

2016 2015 

$ 1,459 $ 1,471 

4,368 3,857 

(6, 156) (5,732) 

4 52 

1,677 2,108' 

91 80 

$ 1,443 $ 1,836 



Amounts Recognized in Regulatory Assets 

(in thousands) 

Regulatoiy assets, net increase 

DUKE ENERGY KENTUCKY, INC 
Notes to Financial Statements 

Reconcillation of Funded Status to Net Amount Recognized 

(in thousands) 

Change in Projected Benefit Obligation: 

Obligation at prior measurement date 

Service cost 

Interest cost 

Actuarial losses (gains) 

Transfers Cal 

Plan amendments 

Benefits paid 

Obligation at measurement date 

Accumulated Benefit Obligation 

Change in Fair Value of Plan Assets: 

Plan assets at prior measurement date 

Actual return on plan assets 

Benefits paid 

Employer contributions 

Transfers (al 

Plan assets at measurement date 
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December 31, 

2016 2015 

$ 3,636 $ 3,827 

Years Ended December 31, 

2016 2015 

$ 100,829 $ 97,507 

1,459 1,471 

4,368 3,857 

6,203 (1,211) 

2,003 6,452 

(450) (79) 

(8,345) (7,168) 

$ 106,067 $ 100,829 

$ 102,223 $ 97,632 

$ 96,373 $ 95,391 

6,778 (505) 

(8,345) (7, 168) 

1,443 2,203 

2,003 6,452 

$ 98,252 $ 96,373 

(a) Transfers represents net amounts associated with plan participants that have moved to/from other Duke Energy subsidiaries. 

Amounts Recognized in the Balance Sheets 

(in thousands) 

Prefunded pensionCa) 

Noncurrent pension liability!bJ 

Net liability recognized 

Regulatory assets 

Amounts to be reported in net periodic pension expense in the next year: 

Unrecognized net actuarial loss 

Unrecognized prior service credit 

(a) Included in Other within Investments and Other Assets on the Balance Sheets. 
(b) Included in Accrued pension and other post~retirement benefit costs on the Balance Sheets. 

Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

(in thousands) 

Projected benefit obligation 

Accumulated benefit obligation 

Fair Value of plan assets 

25 

$ 

$ 

$ 

$ 

$ 

December 31, 

2016 2015 

1,716 $ 1, 121 

9,531 5,577 

(7,815) $ (4,456) 

28,959 $ 25,323 

1,407 

62 

December 31, 

2016 2015 

92,663 $ 87,665 

88,820 84,801 

83,132 82,088 



DUKE ENERGY KENTUCKY, INC 
Notes to Financial Statements 

Assumptions Used for Pension Benefits Accounting 

Benefit Obligations: 

Discount rate 

Salary increase 

Net Periodic Benefit Cost: 

Discount rate 

Salary increase 

Expected long-term rate of return on plan assets 
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December 31, 

2016 2015 

4.1 Oo/o 4.40o/o 

4.40o/o 4.40o/o 

4.40o/o 4.1 Oo/1;1 

4.40°/o 4.401Vo 

6.50o/o 6.50o/o 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection
settlement portfolio approach. This approach develops a discount rate by selecting a 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 a universe of non~ 
callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a single interest rate is determined that equates the 
present value of the plan's projected benefit payments discounted at this rate with the market value of the bonds selected. 

NON-QUALIFIED PENSION PLANS 

Components of Net Periodic Pension Costs 

(in thousands) 

Interest cost on projected benefit obligation 

Amortization of actuarial toss 

Net periodic pension costs 

Amounts Recognized in Regulatory Assets 

(in thousands) 

Regulatory assets; net decrease 

R.econciliation of Funded Status to Net Amount Recognized 

(in thousands) 

Change in Projected Benefit Obligation: 

Obligation at prior measurement date 

Interest cost 

Actuarial losses (gains) 

Benefits paid 

Obligation at measurement date 

Accumulated Benefit Obligation 

Change in Fair Value of Plan Assets: 

Plan assets at prior measurement date 

Benefits paid 

Employer contributions 

Plan assets at measurement date 

26 

Years Ended December 31, 

$ 

$ 

$ 

2016 

6 $ 

5 

11 $ 

December 31, 

2016 

- $ 

2015 

6 

9 

15 

2015 

(13) 

Years Ended December 31, 

2016 2015 

$ 141 $ 148 
6 6 

4 (2) 

(11) (11) 

$ 140 $ 141 

$ 140 $ 141 

$ $ 

(11) (11) 
11 11 

$ $ 



Amounts Recognized in the Balance Sheets 

(in thousands) 

Current pension liability(a) 

Noncurrent pension liability(bJ 

Total accrued pension liability 

Regulatory assets 

DUKE ENERGY KENTUCKY, INC 
Notes to Financial Statements 

Amounts to be recognized in net periodic pension expense in the next year: 

Unrecognized net actuarial loss 

(a) Included in Other within Current Liabilities on the Balance Sheets. 
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December 31, 

2016 2015 

$ 10 $ 10 

130 131 

$ 140 $ 141 

$ 51 $ 51 

$ 4 

(b) Included in Accrued pension and other post-retirement benefit costs on the Balance Sheets. 

Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

{in thousands) 

Projected benefit obligation 

Accumulated benefit obligation 

Assumptions Used for Pension Benefits Accounting 

Benefit Obligations: 

Discount rate 

Salary increase 

Net Periodic Benefit Cost: 

Discoi.Jnt rate 

Salary increase 

$ 

December 31, 

2016 

140 $ 

140 

December 31, 

2016 

4.10°/o 

4.40% 

4.40% 

4.40% 

2015 

141 

141 

2015 

4.40°/o 

4.40o/o 

4.10% 

4.40% 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection
settlement portfolio approach. This approach develops a discount rate by selecting a 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 a universe of non
callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a single interest rate is determined that equates the 
present value of the plan's projected benefit payments discounted at this rate with the market value of the bonds selected. 

OTHER POST-RETIREMENT BENEFIT PLANS 

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a 
contributory and non-contributory basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, 
as defined in the plans. The health care benefits include medical, dental, and prescription drug coverage and are subject to certain limitations, 
such as deductibles and co-payments. 

Duke Energy did not make any pre-funding contributions to its other post-retirement benefit plans during the years ended December 31, 2016 
and 2015. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

(in thousands) 

Service cost 

Interest cost on projected benefit obligation 

Expected return on-plan assets 

Amortization of prior service credit 

Amortization of (gain) loss 

Net periodic pension costs 

27 

Years Ended December 31, 

2016 2015 

$ 91 $ 112 
288 305 

(61) (51) 
175 (70) 

(420) 5 

$ 73 $ 301 
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Notes to Financial Statements 

Amounts Recognized in Regulatory Assets and Regulatory Liabilities 

(in thousands) 

Regulatory assets, net decrease 

Regulatory liabilities, net increase 

Reconciliation of Funded Status to Accrued Other Post-Retirement Benefit Costs 

(in thousands) 

Change in Projected Benefit Obligation: 

Accumulated post-retirement benefit obligation at prior measurement date 

SeNice cost 

Interest cost 

Plan participants' contributions 

Actuarial gains 

Transfers (aJ 

Plan amendments 

Benefits paid 

Accumulated post-retirement benefit obligation at measurement date 

Change in Fair Value of Plan Assets: 

Plan assets at prior measurement date 

Actual return on plan assets 

Plan participants' contributions 

Benefits paid 

Transfers (al 

Employer contributions 

Plan assets at measurement date 
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$ 

December 31, 

2016 

(305) $ 

612 

2015 

(331) 

1,103 

Years Ended December 31, 

2016 2015 

$ 6,845 $ 7,751 

91 112' 

288 305 

189 215 

(107) (996) 

242 414 

(377) (396) 

(615) (560) 

$ 6,556 $ 6,845 

$ 1,198 $ 1, 180 

86 (23) 

189 215 

(615) (560) 

240 143 

421 243 

$ 1,519 $ 1, 198 

(a) Transfers represents net amounts associated with plan participants that have moved to/from other Duke Energy subsidiaries. 

Amounts Recognized in the Balance Sheets 

(in thousands) 

· Current 'post-retirement Jiability(al 

Noncurrent post-retirement liability(bl 

Total accrued post-retirement liability 

Regulatory assets 

Regulatory liabilities 

Amounts to be recognized in net periodic pension expense in the next year: 

Unrecognized net actuarial loss 

Unrecognized prior service credit 

(a) Included in Other within Current Liabilities on the Balance Sheets. 
(b) Included in Accrued pension and other post-retirement benefit costs on the Balance Sheets. 

Assumptions Used for Other Post-Retirement Benefits Accounting 

Benefit Obligations: 

Discount rate 

Net Periodic Benefit Cost: 

Discount rate 

Expected long-term rate of return on plan assets 

28 

$ 

$ 

$ 

$ 

$ 

$ 

December 31, 

2016 2015 

165 $ 169 

4,872 5,478 

5,037 $ 5,647 

2,610 $ 2,915 

5,550 $ 4,938 

(424) 

(184) 

December 31, 

2016 2015 

4.10% 

4.40% 

6.50% 

4.40°/o 

4.10°/o 

6.500/o 
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benefits expense is based on a bond selection-settlement portfolio approach. This approach develops a discount rate by selecting a 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 a universe of non-callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a single 
interest rate is determined that equates the present value of the plan's projected benefit payments discounted at this rate with the market 
value of the bonds selected. 

Assumed Health Care Cost Trend Rate 

Health care cost trend rate assumed for next year 

Rate to which the cost trend is assumed to decline (the ultimate trend rate) 

Year that the rate reaches the ultimate trend rate 

Expected Benefit Payments 

December 31, 

2016 

7.00o/o 

4.75% 

2023 

2015 

7.50°/o 

4.75% 

2023 

The following table presents Duke Energy's expected benefit payments to participants on behalf of Duke Energy Kentucky in its qualified, non
qualified and other post-retirement benefit plans over the next 10 years. These benefit payments reflect expected future service, as 
appropriate. 

Other Post-

Qualified Non-Qualified Retirement 

(in thousands} Plans Plans Plans Total 

Years ending December 31 1 

2017 $ 6,448 $ 11 $ 873 $ 7,332 

2018 6,776 11 801 7,588 

2019 7,015 11 633 7,659 

2020 7,707 10 566 8,283 

2021 8,937 10 568 9,515 

2022-2026 39,262 51 2,565 41,878 

MASTER RETIREMENT TRUST (MASTER TRUST) 

The assets for the Duke Energy Kentucky plans discussed above are derived from the Master Trust that is held by Duke Energy and, as such, 
Duke Energy Kentucky is allocated ils proportionate share of assets discussed below. Assets for both the qualified pension and other post
retirement benefits are maintained in the Master Trust. Duke Energy assumes pension and other post-retirement plan assets will generate a 
long-term rate of return of 6.50 percent. The expected long-term rate of return was developed using a weighted average calculation of 
expected returns based primarily on future expected returns across asset classes considering the use of active asset managers, where 
applicable. The asset allocation targets were set after considering the investment objective and the risk profile. Equity securities are held for 
their high expected return. Debt securities are primarily held to hedge the qualified pension plan liability. Hedge funds, real estate and other 
global securities are held for diversification. Investments within asset classes are diversified to achieve broad market participation and reduce 
the impact of individual managers or investments. 

Duke Energy has a de-risking investment strategy for the Duke Energy Master Trust. As the funded status of the pension plans increase, the 
targeted allocation to return seeking assets will be reduced and the targeted allocation to fixed-income assets will be increased to better 
manage Duke Energy's pension liability and reduce funded status volatility. Duke Energy regularly reviews its actual asset allocation and 
periodically rebalances its investments to the targeted allocation when considered appropriate. 

The following table presents target and actual asset allocations for the Master Trust at December 31, 2016 and 2015. 

Actual Allocation at 

Target December 31, 

Asset Category Allocation 2016 2015 

U.S. equity securities 10% 11% 11% 

Non-U.S. equity securities 8% 8°/o Bo/O 

Global equity securities 1 Oo/o 10% 10% 

Global private equity securities 3% 2% 2% 

Debt securities 63% 63% 63% 

Hedge funds 2% 2% 2% 

Real estate and cash 2% 201o 2% 

Other global securities 2°/o 2% 2% 

Total 100% 100% 100o/o 

29 



EMPLOYEE SAVINGS PLAN 
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Duke Energy Kentucky also participates in employee savings plans sponsored by Duke Energy. Most employees participate in a matching 
contribution formula where Duke Energy provides a matching contribution generally equal to 100 percent of employee before-tax and Roth 
401 (k) contributions and, as applicable, after-tax contributions of up to 6 percent of eligible pay per period. 

As of January 1, 2014, for new and rehired non-union and certain unionized employees who are not eligible to participate in Duke Energy's 
defined benefit plans, an additional employer contribution of 4 percent of eligible pay per pay period, which is subject to a three.year vesting 
schedule, is provided to the employee's savings plan account. 

Duke Energy Kentucky's expense related to its proportionate share of pretax employer contributions and the additional 4 percent employer 
contribution was $720 thousand and $888 thousand for the years ended December 31, 2016 and 2015, respectively. 

13. INCOME TAXES 

INCOME TAX EXPENSE 

Components of Income Tax Expense 

(in thousands) 

Current income taxes: 

Federal 

State 

Total current income taxes 

Deferred income taxes: 

Federal 

State 

Total deferred income taxes 

Investment tax credit amortization 

Total income tax expense included in Statements of Operations 

Statutory Rate Reconciliation 

$ 

$ 

Years Ended December 31, 

2016 2015 

(580) $ 4,844 

(361) (245) 

(941) 4,599 

15,181 19,825 

2,939 3,810 

18,120 23,635 

(132) (173) 

17,047 $ 28,061 

The following table presents a reconciliation of income tax expense at the U.S. federal statutory tax rate to actual tax expense. 

(in thousands) 

Income tax expense, computed at the statutory rate of 35 percent 

State income tax, net of federal income tax effect 

Federal true·up 

Other items, net 

Total income tax expense 

Effective tax ratestal 

$ 

$ 

Years Ended December 31, 

2016 2015 

20,871 $ 25,983 

1,676 2,317 

(5,269) 341 

(231) (580) 

17,047 $ 28,061 

28.6°/a 37 .8°/o 

(a) The decrease in the effective tax rate was primarily due to an immaterial out of period adjustment related to deferred tax balances 
associated with property, plant and equipment. 
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DEFERRED TAXES 

Net Deferred Income Tax Liability Components 

(in thousands} 

Deferred credits and other liabilities 

Tax credits and net operating loss carryforwards 

Pension, postretirement and other employee benefits 

Other 

Investments and other liabilities 

Total deferred income tax assets 

Accelerated depreciation rates 

Regulatory assets and deferred debits, net 

Total deferred income tax liabilities 

Net deferred income tax liabilities 

UNRECOGNIZED TAX BENEFITS 

DUKE ENERGY KENTUCKY, INC 
Notes to Financial Statements 

The following table presents changes to unrecognized tax benefits. 

(in thousands) 

Unrecognized tax benefits - January 1 

Unrecognized tax benefits increases (decreases): 

Gross increas8s - tax positions in prior periods , 

Decreases due to settlements 

Unrecognized tax benefits - December 31 

OTHER TAX MATTERS 
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Years Ended December 31, 

2016 2015 

$ 50 $ 495 

3,668 375 

6,436 5,461 

359 2,077 

1,468 2,331 

11,981 10,739 

(298,205) (278,603) 

(25,412) (21,778) 

(323,617) (300,381) 

$ (311,636) $ (289,642) 

Years Ended December 31, 

2016 2015 

$ 52 $ 52' 

4 

(56) 

$ $ 52 

The following table includes interest recognized in the Statements of Operations and the Balance Sheets. 

(in thousands) 

Net interest income recognized related to income taxes 

Interest receivable related to income taxes 

$ 

As of December 31, 

2016 

8 $ 

2015 

18 

224 

Duke Energy Kentucky is no longer subject to U.S. federal examination for years before 2015. With few exceptions, Duke Energy Kentucky is 
no longer subject to state, local or nonMU.S. income tax examinations by tax authorities for years before 2008. 

14. SUBSEQUENT EVENTS 

Management has evaluated these financial statements and notes to financial statements for any significant events occurring after the balance 
sheet date and through the issuance date. 
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DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Operations 
{Unaudited} 

(in thousands) 

Operating Revenues 

Electric 
Natural gas 

Total operating revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 

Cost of natural gas 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 
Total operating expenses 

Operating Income 

Other Income and Expens.es, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

See Notes to Condensed Financial Statements 
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Three Months Ended March 31, 

2017 2016 

$ 81,449 $ 84,058 
38,235 37,496 

119,684 121,554 

28,758 31,740 
18,199 15,084 
35,667 31,964 
11,227 10,749 

3,466 3,494 
97,317 93,031 
22,367 28,523 

938 630 
3,384 4,276 

19,921 24,877 
7,507 6,139 

$ 12,414 $ 18,738 



DUKE ENERGY KENTUCKY, INC. 
Condensed Balance Sheets 
(Unaudited) 

(in thousands, except share amounts) 

ASSETS 

Current Assets 
Cash and cash equivalents $ 
Receivables (net of allowance for doubtful accounts of $139 at 2017 and $141 at 2016) 

Receivables from affiliated companies 

Inventory 

Regulatory assels 

Collateral assets 

Other 
Total current assets 

Property, Plant and Equipment 

Cost 

Accumulated depreciation and amortization 

Net property, plant and equipment 

Other Noncurrent Assets 

Regulatory Assets 

Other 

Total other noncurrent assets 

Total Assets $ 
LIABILITIES AND EQUITY 

Current Liabilities 
Accounts payable $ 
Accounts payable to affiliated-companies 

Notes payable to affiliated companies 

Taxes accrued 

Interest accrued 

Current maturities of long-term debt 

Regulatory liabilities 

Other 

Total current liabilities 

Long-Term Debt 

Long-term Debt Payable to Affiliated Companies 

Other NoncurrentLiabilitles 

Deferred income taxes 

Asset retirement obligations 

Regulatory liabilities 

Accrued pension and other post-retirement benefit costs 

Other 

Total other noncurrent liabilities 

Commitments and Contingencies 

Equity 

Common Stock, $15.00 par value, 1,000,000 shares authorized and 585,333 shares 
outstanding 

Additional paid-in-capital 

Retained earnings 

Total equity 

Total Liabilities and Equity $ 

See Notes to Condensed Financial Statements 
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March 31, 2017 December 31, 2016 

8,171 $ 6,534 

3,225 1,663 
11,357 22,762 
44,013 49,037 

3,195 7,623 

6,960 13,566 
6,127 5,706 

83,048 106,891 

2,135,504 2,116,219 
(957,018) (948,144) 

1,178,486 1,168,075 

96,044 92,462 
3,476 2,720 

99,520 95,182 
1,361,054 $ 1,370,148 

24,877 $ 31,636 
14,425 12,573 

9,227 19,656 

5,701 14,082 
3,465 4,230 

595 686 
8,309 12,173 

16,177 18,561 
82,776 113,597 

336,329 336,360 
25,000 25,000 

322,683 311,636 
51,818 52,822 
51,805 51,878 

15,014 14,975 

26,200 26,865 

467,520 458, 176 

8,780 8,780 

167,494 167,494 

273,155 260,741 

449,429 437,015 
1,361,054 $ 1,370, 148 



DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Cash Flows 
(Unaudited) 

{in thousands) 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income 
Adjustments to reconcile net income to net cash provided by operating actiyities: 

Depreciation and amortization 

Deferred income taxes 

Accrued pension and other post-retirement benefit costs 

Payments for aSset retirement obligations 

(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 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures 

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 to affiliated companies 

Other 

Net cash used in financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

Supplemental Disclosures: 

Significant non-cash transactions: 

Accrued capital expenditures 

See Notes to Condensed Financial Statements 
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Three Months Ended March 31, 

2017 2016 

$ 12,414 $ 18,738 

11,364 11,039 

10,963 4,595 

298 382 

(1,544) (1,226) 

(256) (263) 

(1,286) 4,142 

11,405 2,778 

5,024 2,998 
6,574 15,354 

(2,793) (11,035) 

1,852 (231) 

(8,381) 281 

(3,723) 529 

(3,011) (906) 

(130) (555) 

38,770 46,620 

(25,129) (13,779) 

(18,843) 
(1,204) (1,032) 

(26,333) (33,654) 

94,607 
(168) (50,243) 

(10,429) (55,743) 

(203) 

(10,800) (11,379) 
1,637 1,587 
6,534 9,141 

$ 8,171 $ 10,728 

$ 11,284 $ 4,794 



DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Changes in Equity 
(Unaudited) 

(in thousands} 
Balance at December 31, 2015 

Net income 
Balance at March 31, 2016 

Balance at December 31, 2016 

Net income 
Balance at March 31, 2017 

Common 
Stock 

$ 8,780 

$ 8,780 

$ 8,780 

$ 8,780 

See Notes to Condensed Financial Statements 
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Additional 
Paid-in Retained 
caeital Earnings Total 

$ 167,494 $ 228,158 $ 404,432 
18,738 18,738 

$ 167,494 $ 246,896 $ 423, 170 

$ 167,494 $ 260,741 $ 437,015 

12,414 12,414 

$ 167,494 $ 273,155 $ 449,429 
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1. ORGANIZATION AND BASIS OF PRESENTATION 

NATURE OF OPERATIONS 
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Duke Energy Kentucky, Inc. (Duke Energy Kentucky) is a combination electric and natural gas public utility company that provides service in 
northern Kentucky. Duke Energy Kentucky's principal lines of business include generation, transmission, distribution and sale of electricity, as 
well as the transportation and sale of natural gas. Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service 
Commission (KPSC) and the Federal Energy Regulatory Commission (FERC). Duke Energy Kentucky's common stock is wholly owned by 
Duke Energy Ohio, lnc. (Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy). 

BASIS OF PRESENTATION 

These interim Condensed Financial Statements and Notes do not include all of the information and notes required by generally accepted 
accounting principles (GAAP) in the United States (U.S.) for annual financial statements. Accordingly, the interim Condensed Financial 
Statements and Notes should be read in conjunction with Duke Energy Kentucky's Financial Statements and Notes for the year ended 
December 31, 2016. These interim Condensed Financial Statements reflect all normal recurring adjustments that are, in the opinion of Duke 
Energy Kentucky's management, necessary to fairly present Duke Energy Kentucky's financial position and results of operations. Amounts 
reported in the interim Condensed Statements of Operations are not necessarily indicative of amounts expected for the respective annual 
periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, timing of maintenance on electric 
generating units, changing commodity prices and other factors. 

In preparing financial statements that conform to GAAP, management must make estimates and assumptions that affect the reported amounts 
of assets and liabilities, the reported amounts of revenues and expenses and the disclosure of contingent assets and liabilities at the date of 
the financial statements. Actual results could differ from those estimates. 

Certain prior year amounts have been reclassified to conform to the current year presentation. 

REVENUE RECOGNITION AND UNBILLED REVENUE 

Revenues on sales of electricity and natural gas are recognized when service is provided or the product is delivered. Unbilled revenues are 
recognized by applying customer billing rates to the estimated volumes of energy and natural gas delivered but not yet billed. Unbilled 
revenues can vary significantly from period to period as a result of seasonality, weather, customer usage patterns, customer mix, average 
price in effect for customer classes, timing of rendering customer bills and meter reading schedules. 

Duke Energy Kentucky sells nearly all of its retail accounts receivable, including receivableS for unbilled revenues to an affiliate, Cinergy 
Receivables Company, LLC (CRC) on a revolving basis. As discussed further in Note 8, Duke Energy Kentucky accounts for these transfers of 
receivables to CRC as sales. Accordingly, the receivables sold are not reflected on the Condensed Balance Sheets. Receivables for unbilled 
revenues included in the sales of accounts receivable to CRC were $16 million and $23 million at March 31, 2017 and December 31, 2016, 
respectively. 

Receivables on the Condensed Balance Sheets include amounts related to unbilled wholesale revenues of $987 thousand and $79 thousand 
at March 31, 2017 and December 31, 2016, respectively. 

NEW ACCOUNTING STANDARDS 

The new accounting standards adopted for 2017 and 2016 had no material impact on the presentation or results of operations, cash flows or 
financial position of Duke Energy Kentucky. The following new Accounting Standards Updates (AS Us) have been issued, but have not yet 
been adopted by Duke Energy Kentucky, as of March 31, 2017. 

Retirement Benefits. In March 2017, the Financial Accounting Standards Board (FASS) issued revised accounting guidance for the 
presentation of net periodic costs related to benefit plans. Current GAAP permits the aggregation of all the components of net periodic costs 
on the income statement and does not require the disclosure of the location of net periodic costs on the Condensed Statements of Operations. 
Under the amended guidance, the service cost component of net periodic costs must be included within Operating income within the same line 
as other compensation expenses. All other components of net periodic costs must be outside of Operating income. In addition, the updated 
guidance permits only the service cost component of net periodic costs to be capitalized to Inventory or Property, Plant and Equipment. This 
represents a change from current GAAP, which permits all components of net periodic costs to be capitalized. The guidance allows for a 
practical expedient that permits a company to use amounts disclosed in prior-period financial statements as the estimation basis for applying 
the retrospective presentation requirements. 

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2018. These amendments should be 
applied retrospectively for the presentation of the various components of net periodic costs and prospectively for the change in eligible costs to 
be capitalized. Duke Energy Kentucky currently presents all of the components of net periodic costs that are not capitalized within Operation, 
maintenance and other on the Condensed Statement of Operations. Under this updated guidance, Duke Energy Kentucky will retrospectively 
move all the components of net periodic costs except for the service cost component to below Operating income. However, Duke Energy 
Kentucky will continue to present the service cost comp<;inent not capitalized within Operation, maintenance and other as this line item 
includes other compensation expense. Duke Energy Kentucky is currently evaluating the financial statement impact, if any, of adopting this 
standard and whether or not the practical expedient will be utilized. 
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Revenue from Contracts with Customers. In May 2014, the FASB issued revised accounting guidance for revenue recognition from 
contracts with customers. The core principle of this guidance is that an entity should recognize revenue to depict the transfer of promised 
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those 
goods or services. The amendments in this update also require disclosure of sufficient information to allow users to understand the nature, 
amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. 

Most of Duke Energy Kentucky's revenue is expected to be in scope of the new guidance. The majority of our sales, including energy provided 
to residential customers, are from tariff offerings that provide natural gas or electricity without a defined contractual term ('at-will'). For such 
arrangements, Duke Energy Kentucky expects that the revenue from contracts with customers will be equivalent to the electricity or natural 
gas supplied and billed in that period (including estimated billings). As such, Duke Energy Kentucky does not expect that there will be a 
significant shift in the timing or pattern of revenue recognition for such sales. The evaluation of other revenue streams is ongoing, including 
long-term contracts with industrial customers and long-term purchase power agreements {PPA). 

Duke Energy Kentucky continues to evaluate what information would be most useful for users of the financial statements, including information 
already provided in disclosures outside of the financial statement footnotes. These additional disclosures could include the disaggregation of 
revenues by geographic location, type of service, customer class or by duration of contract ('at-will' versus contracted revenue). Revenues 
from contracts with customers, revenue recognized under regulated operations accounting and revenue from lease accounting will also be 
disclosed. 

Duke Energy Kentucky intends to use the modified retrospective method of adoption effective January 1, 2018. This method results in a 
cumulative-effect adjustment that will be recorded to retained earnings as of January 1, 2018, as if the standard had always been in effect. 
Disclosures for 2018 will include a comparison to what would have been reported for 2018 under the current revenue recognition rules in order 
to assist financial statement users in understanding how revenue recognition has changed as a result of this standard and to facilitate 
comparability with prior year reported results, which are not restated under the modified retrospective approach. 

Leases. In February 2016, the FASB issued revised accounting guidance for leases. The core principle of this guidance is that a lessee 
should recognize the assets and liabilities that arise from leases on the balance sheet. 

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2019, although it can be early 
adopted. The guidance is applied using a modified retrospective approach. Duke Energy Kentucky is currently evaluating the financial 
statement impact of adopting this standard. Other than an expected increase in assets and liabilities, the ultimate impact of the new standard 
has not yet been determined. Significant system enhancements may be required to facilitate the identification, tracking and reporting of 
potential leases based upon requirements of the new lease standard. 

Financial Instruments Classification and Measurement. In January 2016, the FASB issued revised accounting guidance for the 
classification and measurement of financial instruments. Changes in the fair value of all equity securities will be required to be recorded in net 
income. Current GAAP allows some changes in fair value for available-for-sale equity securities to be recorded in Accumulated other 
comprehensive income. Additional disclosures will be required to present separately the financial assets and financial liabilities by 
measurement category and form of financial asset. An entity's equity investments that are accounted for under the equity method of 
accounting are not included within the scope of the new guidance. 

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018, by 
recording a cumulative-effect adjustment to retained earnings as of January 1, 2018. This guidance is expected to have minimal impact on the 
Duke Energy Kentucky's Condensed Statements of Operations and Comprehensive Income as changes in the fair value of most of Duke 
Energy Kentucky's available-for-sale equity securities are deferred as regulatory assets or liabilities pursuant to accounting guidance for 
regulated operations. 

2. REGULATORY MATTERS 

RATE RELATED INFORMATION 

The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERC approves rates for 
electric sales to wholesale customers served under cost-based rates, as well as sales of transmission service. 

East Bend Coal Ash Basin Filing 

On December 2, 2016, Duke Energy Kentucky filed with the KPSC a request for a Certificate for Public Convenience and Necessity {CPCN) 
for construction projects necessary to close and repurpose an ash basin at the East Bend facility as a result of current and proposed U.S. 
Environmental Protection Agency (EPA) regulations. Duke Energy Kentucky estimated a total cost of approximately $93 million in the filing and 
expects an in-service date in the fourth quarter of 2018. Duke Energy Kentucky expects the KPSC to issue an order in the second quarter of 
2017. 

Dry Bottom Ash Conversion 

On July 28, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a CPCN to convert to dry bottom ash at the East Bend 
station. The project is necessary to comply with various environmental law requirements. The project is estimated to cost approximately 
$25 million. On February 23, 2017, the KPSC granted a CPCN for the project. 
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On April 25, 2016, Duke Energy Kentucky filed with the KPSC an application for approval of a CPCN for the construction of advanced 
metering infrastructure. Duke Energy Kentucky estimates the $49 million project, if approved, will take two years to complete. Duke Energy 
Kentucky also requested approval to establish a regulatory asset of approximately $1 O million for the remaining book value of existing meter 
equipment and inventory to be replaced. Duke Energy Kentucky and the Kentucky Attorney General entered into a stipulation to settle matters 
related to the application. An evidentiary hearing on the application and stipulation was held on December 8, 2016. Duke Energy Kentucky 
cannot predict the outcome of this matter. 

Regional Transmission Organization Realignment 

Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets to effect a Regional Transmission Organization 
(RTO) realignment from Midcontinent Independent System Operator, Inc. (MlSO) to PJM Interconnection, LLC (PJM), effective 
December 31, 2011. 

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to 
seek double-recovery in a future rate case of the transmission expansion fees that may be charged by MISO and PJM ln the same period or 
overlapping periods. Duke Energy Kentucky is not currently recovering PJM or MISO transmission expansion fees through current base rates. 

Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation and share of 
MISO Transmission Expansion Planning (MTEP) costs, excluding Multi-Value Projects (MVP). This liability was recorded within Other in 
Current Liabilities and Other in Other Noncurrent Liabilities on the Condensed Balance Sheets. 

The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MlSO. 

{in thousands) December 31, 2016 

MISO withdrawal liability $ 19,452 

MVP 

Provision I 
Adjustments 

$ 180 

Cash 

Reductions 

$ (244) $ 

March 31, 2017 

19,388 

MISO approved 17 MVP proposals prior to Duke Energy Ohio's and Duke Energy Kentucky's exit from MISO on December 31, 2011. 
Construction of these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, 
property and income taxes, depreciation and an allowed return, are allocated and billed to MISO transmission owners. 

On December 29, 2011, MISO filed a tariff with the FERC providing for the allocation of MVP costs to a withdrawing owner based on monthly 
energy usage. The FERC set for hearing (i) whether MISO's proposed cost allocation methodology to transmission owners who withdrew from 
MISO prior to January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO, and, (ii) if not, what should be the amount 
of and methodology for calculating any MVP cost responsibility. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the 
period from 2012 to 2071 at $450 million, on an undiscounted basis. On July 16, 2013, a FERG Administrative Law Judge (ALJ) issued an 
initial decision. Under this initial decision, Duke Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio 
and Duke Energy Kentucky filed exceptions to the initial decision, requesting the FERG overturn the ALJ's decision. 

On October 29, 2015, the FERG issued an order reversing the ALJ's decision. The FERG ruled the cost allocation methodology is not 
consistent with the MISO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from 
MISO. On May 19, 2016, the FERC denied the request for rehearing filed by MlSO and the MISO Transmission Owners. On July 15, 2016, the 
MISO Transmission Owners filed a petition for review with the U.S. Court of Appeals for the Sixth Circuit. Duke Energy Kentucky cannot 
predict the outcome of this matter. 

OTHER REGULATORY MATTERS 

PJM Capacity Performance Proposal 

On June 9, 2015, the FERC ruled in favor of PJM on a revised Tariff and Reliability Assurance Agreement including implementation of a 
Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation non-performance. The CP 
proposal includes performance-based penalties for non-compliance. Duke Energy Kentucky is a Fixed Resource Requirement (FRR) entity, 
and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to Duke Energy Kentucky in the 
delivery year beginning June 1, 2019, with full compliance beginning June 1, 2020. Duke Energy Kentucky has developed strategies for 
compliance and required investment. The execution of these strategies and investments may require approval from the KPSC. 

3. COMMITMENTS AND CONTINGENCIES 

ENVIRONMENTAL 

Duke Energy Kentucky is subject to federal, state, and local regulations regarding air and water quality, hazardous and solid waste disposal, 
and other environmental matters. These regulations can be changed from time to time, imposing new obligations on Duke Energy Kentucky. 
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In addition to AROs recorded as a result of various environmental regulations, Duke Energy Kentucky is responsible for environmental 
remediation at various sites. These include certain properties that are part of ongoing operations and sites formerly owned or used by Duke 
Energy Kentucky. These sites are in various stages of investigation, remediation and monitoring. Managed in conjunction with relevant federal, 
state and local agencies, remediation activities vary based upon site condition and locat!on, remediation requirements, complexity and sharing 
of responsibility. If remediation activities involve joint and several liability provisions, strict liability, or cost recovery or contribution actions, 
Duke Energy Kentucky could potentially be held responsible for environmental impacts caused by other potentially responsible parties, and 
may also benefit from Insurance policies or contractual indemnities that cover some or all cleanup costs. Liabilities are recorded when losses 
become probable and are reasonably estimable. The total costs that may be incurred cannot be estimated because the extent of 
environmental impact, allocation among potentially responsible parties, remediation alternatives and/or regulatory decisions have not yet been 
determined. Additional costs associated with remediation activities are likely to be incurred in the future and could be significant. Costs are 
typically expensed as Operation, maintenance and other in the Condensed Statements of Operations unless regulatory recovery of the costs 
is deemed probable. 

Duke Energy Kentucky has recorded approximately $670 thousand of probable and estimable costs related to its various environmental sites 
in Other within Other Noncurrent Liabilities on the Condensed Balance Sheets as of March 31, 2017 and December 31, 2016. Additional 
losses in excess of recorded reserves are expected to be immaterial for the stages of investigation, remediation and monitoring for the 
environmental sites that have been evaluated. The maximum amount of the range for all stages of Duke Energy Kentucky's environmental 
sites cannot be determined at this time. 

Clean Power Plan 

On October 23, 2015, the EPA published in the Federal Register the final Clean Power Plan (CPP) rule that regulates C02 emissions from 
existing fossil fuel-fired EGUs. The CPP established C02 emission rates and mass cap goals that apply to existing fossil fuel-fired EGUs. 
Petitions challenging the rule have been filed by several groups and on February 9, 2016, the Supreme Court issued a stay of the final CPP 
rule, halting implementation of the CPP until legal challenges are resolved. The state of Kentucky has suspended work on the CPP in 
response to the stay. Oral arguments before 10 of the 11 judges on D.C. Circuit Court were heard on September 27, 2016. The court has not 
issued its opinion in the case. 

On March 28, 2017, President Trump signed an Executive Order directing EPA to review the CPP and determine whether to suspend, revise 
or rescind the rule. On the same day the DOJ filed a motion with the D.C. Circuit Court requesting that the court stay the litigation of the rule 
while it is reviewed by EPA. On April 28, 2017, the court issued an order to suspend the litigation for 60 days and directing parties to file 
supplemental briefs by May 15, 2017, addressing whether the rule should be remanded to the EPA rather than be suspended. Neither the 
Executive Order nor the court's order changes the current status of the CPP, which is under a legal hold by the U.S. Supreme Court. The EPA 
has not announced a schedule for completing its review. Duke Energy Kentucky cannot predict the outcome of these matters. 

LITIGATION 

Duke Energy Kentucky is involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which 
involve significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its 
results of operations, cash nows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies 
as incurred. 

OTHER COMMITMENTS AND CONTINGENCIES 

General 

As part of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various third parties. These guarantees involve elements of performance 
and credit risk, which are not included on the Condensed Balance Sheets. The possibility of Duke Energy Kentucky having to honor its 
contingencies is largely dependent upon future operations of various third parties or the occurrence of certain future events. 

4. DEBT AND CREDIT FACILITIES 

Short-Term Obligations Classified as Long-Term Debt 

Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and money pool borrowings, which are short-term 
obligations by nature, are classified as long-term due to Duke Energy Kentucky's intent and ability to utilize such borrowings as long-temi 
financing. As Duke Energy's Master Credit Facility and Duke Energy Kentucky's bilateral letter of credit agreement have non-cancelable terms 
in excess of one year as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a long
term basis. See "Master Credit Facility" below for additional information. 

At March 31, 2017 and December 31, 2016, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as 
Long-Term Debt and Long-Term Debt Payable to Affiliated Companies, respectively, on the Condensed Balance Sheets. 
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In March 2017, Duke Energy amended its Master Credit Facility to increase its capacity from $7.5 billion to $8 billion, and to extend the 
termination date of the facility from January 30, 2020, to March 16, 2022. Duke Energy Kentucky has borrowing capacity under the Master 
Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke Energy Kentucky's 
borrowing sublimit, subject to a maximum sublimit. The amount available to Duke Energy Kentucky under the Master Credit Facility may be 
reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that may be put to 
Duke Energy Kentucky at the option of the holder. 

At March 31, 2017, Duke Energy Kentucky had a borrowing capacity sublimit of $150 million and available capacity of $120 million under Duke 
Energy's Master Credit Facility. 

5. RELATED PARTY TRANSACTIONS 

Duke Energy Kentucky engages in ~elated party transactions in accordance with the KPSC and FERC regulations. Refer to the Condensed 
Balance Sheets for balances due to or due from related parties. Material amounts related to transactions with related parties included in the 
Condensed Statements of Operations are presented in the following table. 

Three Months Ended March 31, 

{in thousands) 2017 2016 
Corporate governance and shared service expenses(aJ $ 21,428 $ 20,825 

(a) Duke Energy Kentucky is charged its proportionate share of costs, primarily related to human resources and employee benefits, 
information technology, legal and accounting fees as well as other third-party costs, from an unconsolidated affiliate that is a 
consolidated affiliate of Duke Energy. These amounts are recorded in Operation, maintenance and other on the Condensed 
Statements of Operations. 

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, including 
rental of office space, participation in a money pool arrangement with Duke Energy and certain Duke Energy subsidiaries, other operational 
transactions and its proportionate share of certain charged expenses. The net impact of these transactions was not material for the three 
months ended March 31, 2017 and 2016. 

Certain trade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated affiliate formed by a subsidiary of Duke 
Energy. The proceeds obtained from the sales of receivables are largely cash but also include a subordinated note from CRC for a portion of 
the purchase price. Refer to Notes 1 and 8 for further information related to these sales of receivables. 

lntercompany Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictional returns. Duke Energy Kentucky 
has a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Duke Energy Kentucky had 
immaterial intercompany income tax receivable or payable balances at March 31, 2017, and December 31, 2016. See Note 10 for additional 
information on income taxes. 

6. DERIVATIVES AND HEDGING 

COMMODITY PRICE RISK 

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due 
to the use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the 
prices of electricity, fuel and emission allowances associated with its generation output not utilized to serve retail operations or committed load 
(off-system, wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are primarily financial transmission rights. 

See Note 7 for additional information on the fair value of commodity derivatives. 

INTEREST RATE RISK 

Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate 
debt. Interest rate risk is managed by limiting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. 
To manage risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate 
swaps and U.S. Treasury lock agreements. The notional amount of interest rate swaps outstanding was $26.7 million at March 31, 2017 and 
December 31, 2016. Financial contracts entered into by Duke Energy Kentucky are not designated as hedges because they are accounted for 
under regulatory accounting. With regulatory accounting, the mark-to-market gains or losses are deferred as regulatory liabilities or assets, 
respectively. Regulatory assets and liabilities are amortized consistent with the treatment of related costs in the ratemaking process. The 
accrual of interest on swaps is recorded as Interest Expense on the Condensed Statements of Operations. 

See Note 7 for additional information on the fair value of interest rate derivatives. 

CREDIT RISK 

Duke Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreements and establishes credit limits and 
monitors the appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements for retail electric customers are 
established by the KPSC. 
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Duke Energy Kentucky's industry has historically operated under negotiated credit lines for physical delivery contracts. Duke Energy Kentucky 
may use master collateral agreements to mitigate certain credit exposures. The collateral agreements require certain counterparties to post 
cash or letters of credit for the amount of exposure in excess of an established threshold. The threshold amount represents an unsecured 
credit limit determined in accordance with the corporate credit policy. Collateral agreements also provide that the inability to post collateral is 
sufficient cause to terminate contracts and liquidate all positions. 

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

7. FAIR VALUE MEASUREMENTS 

Fair value is the exchange price to sell an asset or transfer a liability in an orderly transaction between market participants at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
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 may be readily observable, corroborated by market data or generally unobservable. Valuation techniques 
maximize the use of observable inputs and minimize the use of unobservable inputs. A midmarket pricing convention (the midpoint price 
between bid and ask prices) is permitted for use as a practical expedient. 

Fair value measurements are classified in three levels based on the fair value hierarchy: 

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing 
pricing information. 

Level 2 -A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or 
indirectly, for an asset or liability. Inputs include {i) quoted prices for similar assets or liabilities in active markets, (ii) quoted prices for identical 
or similar assets or liabilities in markets that are not active, (iii) 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, and credit spreads. A Level 2 
measurement cannot have more than an insignificant portion of its 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 3 -Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These 
inputs may be used with internally developed methodologies that result in management's best estimate of fair value. Level 3 measurements 
may include longer-term instruments that extend into periods in which observable inputs are not available. 

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at 
fair value, such as equity method investments or the company's own debt, at fair value. Duke Energy Kentucky has not elected to record any 
of these items at fair value. 

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more observable during the period. Duke Energy 
Kentucky's policy is to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels during the three months ended March 31, 2017 and 2016. 

Interest rate derivatives 

Most over-the-counter interest rate contract derivatives are valued using financial models that utilize observable inputs for similar instruments 
and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the 
counterparties. 
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The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed 
Balance Sheets. Derivative amounts in the table below exclude cash collateral. 

(in thousands) 
Derivative assets(a) 

Derivative liabilities<bl 

Net (liabilities) assets 

(in thousands) 
Derivative assets(a) 

Derivative liabilities<bl 

Net (liabilities) assets 

$ 

$ 

$ 

$ 

Total Fair 

Value 

1,370 

(5,487) 

(4,117) 

Total Fair 

Value 

4,916 

(5,944) 

(1,028) 

March 31, 2017 

Level2 Level3 

$ $ 1,370 
(5,487) 

$ (5,487) $ 1,370 

December 31, 2016 

Level2 Level3 

$ $ 4,916 
(5,944) 

$ (5,944) $ 4,916 

(a) Included in Other Current Assets and Other within Other Noncurrent Assets on the Condensed Balance Sheets. The amounts 
classified as Level 3 relate to financial transmission rights. 

(b) Included in Other Current Liabilities and Other within Other Noncurrent Liabilities on the Condensed Balance Sheets. The amounts 
classified as Level 2 relate to interest rate swaps. 

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

(in thousands) 

Balance at beginning of period $ 
Purchases, sales, issuances and settlements: 

Settlements 

Total losses included on the Condensed Balance Sheet as regulatory asset or liability 

Balance at end of period $ 

OTHER FAIR VALUE DISCLOSURES 

Derivatives (net) 

Three Months Ended March 31, 

2017 2016 

4,916 

(1,283) 

(2,263) 

1,370 

$ 2,913 

(1,263) 

(1,158) 

492 

The fair value of long-term debt, including current maturities, is summarized in the following table. Estimates determined are not necessarily 
indicative of amounts that could have settled by Duke Energy Kentucky in current markets. Fair value of long-term debt uses Level 2 
measurements. 

March 31, 2017 December 31, 2016 

(in thousands) Book value Fair value Book value Fair value 

Long-Term debt, including current maturities $ 361,924 $ 382,043 $ 362,046 $ 380,386 

At both March 31, 2017 and December 31, 2016, the fair value of cash and cash equivalents, accounts and notes receivable, accounts 
payable, notes payable and commercial paper are not materially different from their carrying amounts because of the short-tenn nature of 
these instruments and/or because the stated rates approximate market rates. 

8. VARIABLE INTEREST ENTITIES 

A variable interest entity (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. A 
qualitative analysis of control determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct 
the most significant activities of the VIE that impact its economic performance and (ii) 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. 
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CRC is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky 
does not consolidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the 
sale of electricity, natural gas and related services from Duke Energy Kentucky. CRC borrows amounts under a credit facility to buy the 
receivables from Duke Energy Kentucky. Borrowing availability from the credit facility is limited to the amount of qualified receivables sold to 
CRC. The sole source of funds to satisfy the related debt obligation is cash collections from the receivables. Depending on experience with 
collections, additional equity infusions to CRC may be required by Duke Energy to maintain a minimum equity balance of $3 million. There 
were no infusions to CRC during the three months ended March 31, 2017 or the year ended December 31, 2016. 

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of 
a subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of 
$11.6 million and $18.4 million from CRC at March 31, 2017 and December 31, 2016, respectively. These balances are included in 
Receivables from affiliated companies on the Condensed Balance Sheets. 

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the activities that most 
significantly impact the economic performance of the entity are not performed by the equity holder and (iii) deficiencies in net worth of CRC are 
funded by Duke Energy. The most significant activities that impact the economic performance of CRC are decisions made to manage 
delinquent receivables. Duke Energy consolidates CRC as it makes these decisions. Duke Energy Kentucky does not consolidate CRC. No 
financial support was provided to this non-consolidated VIE during the three months ended March 31, 2017 or the year ended December 31, 
2016, or is expected to be provided in the future, that was not previously contractually required. 

The subordinated note held by Duke Energy Kentucky is stated at fair value. Carrying values of retained interests are determined by allocating 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the 
subordinated notes are not materially different than their face value because (i) the receivables generally turnover in less than two months, (ii) 
credit losses are reasonably predictable due to the broad customer base and lack of significant concentration and (iii) the equity in CRC is 
subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retained interests assuming 
both a 10 percent and a 20 percent 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 Kentucky on the retained interests using the acceptable 
yield method. This method 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 retained interests and purchased beneficial interest whenever 
it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's maximum exposure to loss does not exceed 
the carrying value. 

Key assumptions used in estimating fair value in 2017 and 2016 are detailed in the following table. 

Anticipated credit loss ratio 

Discount rate 

Receivables turnover rate 

The following table presents gross and net receivables sold. 

2017 

0.5o/o 

1.8°/o 

11.4°/o 

2016 

0.5% 

1.5°/o 

11.5o/O 

(in thousands) March 31, 2017 December 31, 2016 

Receivables sold 

Less: Retained interests 

Net receivables sold 

The following table presents sales and cash flows related to receivables sold. 

(in thousands) 

Sales 

Receivables sold 

Loss recognized on sale 

Cash flows 

Cash proceeds from receivables sold 

Collection fees received 

Return received on retained interests 

$ 

$ 

$ 

$ 

49,916 

11,617 

38,299 

$ 58,903 

18,390 

$ 40,513 

Three Months Ended March 31, 

2017 2016 

116,625 $ 121,698 

435 470 

122,962 $ 122,644 

58 61 

234 199 

Cash flows from the sale of receivables are reflected within Operating Activities on the Condensed Statements of Cash Flows. 
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Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance and other 
on the Condensed Statements of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the 
receivables sold during the month by the required discount which is derived monthly utilizing a three year weighted average formula that 
considers charge-off history, late charge history and turnover history on the sold receivables, as well as a component for the time value of 
money. The discount rate, or component for the time value of money, is calculated monthly by summing the prior month-end London Interbank 
Offered Rate (LIBOR) plus a fixed rate of 1.00 percent. 

9. EMPLOYEE BENEFIT PLANS 

DEFINED BENEFIT RETIREMENT PLANS 

Duke Energy maintains, and Duke Energy Kentucky participates in, qualified and non-qualified, non-contributory defined benefit retirement 
plans. Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 
participants. Duke Energy did not make any contributions to its qualified pension plans during the three months ended March 31, 2017 and 
2016. 

OTHER POST-RETIREMENT BENEFIT PLANS 

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a 
contributory and non-contributory basis. 

Net periodic benefit costs disclosed in the table below for the qualified pension, non-qualified pension and other post-retirement benefit plans 
represent the cost of the respective benefit plan for the periods presented. Portions of the net periodic benefit costs disclosed in the tables 
below have been capitalized as a component of property, plant and equipment. Amounts presented in the tables below represent the amounts 
of pension and other post-retirement benefit costs allocated by Duke Energy for employees of Duke Energy Kentucky. Additionally, Duke 
Energy Kentucky is allocated its proportionate share of pension and other post-retirement benefit costs for employees of Duke Energy's 
shared services affiliate that provides support to Duke Energy Kentucky. These allocated amounts are included in the governance and shared 
services costs discussed in Note 5. Duke Energy uses a December 31 measurement date for its defined benefit pension plan assets and 
obligations. 

Three Months Ended March 31, 

2017 2016 

Non- Other Post- Non- Other Post-
Qualified Qualified Retirement Qualified Qualified Retirement 

Pension Pension Benefit Pension Pension Benefit 

(in thousands} Plans Plans Plans Plans Plans Plans 

Service cost $ 340 $ $ 20 $ 365 $ $ 22 

Interest cost on projected benefit obligation 1,068 2 64 1,092 2 72 

Expected return on plan assets (1,572) (20) (1,539) (15) 

Amortization of actuarial loss (gain) 478 (36) 419 (29) 

Amortization of prior service (credit) cost (24) (46) 1 (32) 

Other 23 23 

Net periodic benefit costs $ 313 $ 3 $ (18) $ 361 $ 3 $ 18 

EMPLOYEE SAVINGS PLAN 

Duke Energy Kentucky also participates in an employee savings plan sponsored by Duke Energy that covers substantially all U.S. employees. 

Duke Energy Kentucky's expense related to its proportionate share of employer contributions was $305 thousand and $228 thousand for the 
three months ended March 31, 2017 and 2016, respectively. 

10. INCOME TAXES 

Duke Energy Kentucky's taxable income is included in consolidated federal and state income tax returns filed by Duke Energy. Pursuant to a 
tax sharing agreement with Duke Energy, Duke Energy Kentucky records income tax amounts that would be incurred if it were a C
Corporation separate·filer. 

The effective tax rates for Duke Energy Kentucky are 37.7 percent and 24.7 percent for the three months ended March 31, 2017 and 2016, 
respectively. The increase in the effective tax rate is primarily due to an immaterial out of period adjustment in the prior year related to deferred 
tax balances associated with property, plant and equipment. 

11. SUBSEQUENT EVENTS 

Management has evaluated these unaudited Financial Statements and Notes for subsequent events through May 25, 2017. 
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DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Operations 
(Unaudited) 

(in thousands) 

Operating Revenues 

Electric 

Natural gas 
Total operating revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 

Cost of natural gas 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairments and other charges 

Total operating expenses 

Losses on Sales of Assets, net 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

See Notes to Condensed Financial Statements 
3 

$ 

$ 
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Six Months Ended June 30, 

2017 2016 

162,180 $ 163,681 

52,137 50,597 
214,317 214,278 

55,020 61,116 
22,254 18,193 

72,525 68,718 

22,510 21,627 

7,005 7,279 

1,190 

180,504 176,933 

(15) (6) 

33,798 37,339 

1,991 995 
6,667 7,921 

29,122 30,413' 
10,975 8,238 

18,147 $ 22,175 



DUKE ENERGY KENTUCKY. INC. 
Condensed Balance Sheets 
(Unaudited) 

{in thousands, except share amounts) 

ASSETS 

Current Assets 

9ash and cash equivalents $ 
Receivables (net of allowance for doubtful accounts of $216 at 2017 and $141 at 2016) 

Receivables from affiliated _companies 

Inventory 

Regulatory assets 

Collateral assets 

Other 

Total current assets 
Property, Plant and Equipment 

Cost 

Accumulated depreciation and amortization 

Net property, plant and equipment 

Other Noncurrent Assets 

Regulatory Assets 

Other 

Total other noncurrent assets 

Total Assets $ 
LIABILITIES AND EQUITY 

Current Liabilities 
Accounts payable $ 

Accounts payable to affiliated companies 

Notes payable to affiliated companies 

Taxes accrued 

Interest accrued 

Current maturities of long-term debt 

Regulatory liabilities 

Other 

Total current liabilities 

Long-Term Debt 

Long-term Debt Payable to Affiliated Companies 

Other Noncurrent Liabilities 

Deferred income taxes 

Asset retirement obligations 

Regulatory liabilities 

Accrued pension and other post-retirement benefit costs 

Other 

Total other noncurrent liabilities 

Commitments and Contingencies 

Equity 

Common Stock, $15.00 par value, 1,000,000 shares authorized and 585,333 shares 
outstanding 

Additional paid-in-capital 

Retained earnings 

Total equity 

Total Liabilities and Equity $ 

See Notes to Condensed Financial Statements 
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June 30, 2017 December 31, 2016 

4,461 $ 6,534 
2,509 1,663 
9,807 22,762 

44,027 49,037 
4,458 7,623 

1,006 13,566 
13,654 5,706 

79,922 106,891 

2,161,657 2, 116,219 
(956,545) (948, 144) 

1,205,112 1,168,075 

108,044 92,462 
3,152 2,720 

111,196 95, 182 

1,396,230 $ 1,370,148 

28,759 $ 31,636 
9,467 12,573 

24,544 19,656 
7,140 14,082 
4,276 4,230 

504 686i 
3,699 12,173 

18,787 18,561' 

97,176 113,597 

336,280 336,360 

25,000 25,000 

336,035 311,636 

51,112 52,822 

53,983 51,878 
14,974 14,975 

26,508 26,865 

482,612 458,176 

8,780 8,780 

167,494 167,494 
278,888 260,741 

455,162 437,015 

1,396,230 $ 1,370,148 



DUKE ENERGY KENTUCKY, INC. 
Condensed Statements of Cash Flows 
(Unaudited} 

(in thousands) 

CASH FLOWS FROM OPERATING ACTIVITIES 

Net income 

Adjustments to reconcile net income to net cash provided by operating activities: 

Depreciation and amortization 

Equity component of AFUDC 

Losses on sales of assets, net 

Impairment charges 

Deferred income taxes 

Accrued pension and other post-retirement benefit costs 

Payments for asset retirement obligations 

(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 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Capital expenditures 

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 longAerm debt 

Notes payable to affiliated companies 

Other 

Net cash provided by (used in) financing activities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents at beginning of period 

Cash and cash equivalents at end of period 

Supplemental Disclosures: 

Significant non-cash transactions: 

Accrued capital expenditures 

See Notes to Condensed Financial Statements 
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Six Months Ended June 30, 

2017 2016 

$ 18,147 $ 22,175 

22,785 22,185 

(1,443) (458) 

15 6 

1,190 

24,224 12,187 

596 763 

(2,782) (2,602) 

402 (3) 
(263) 3,859 

12,955 1,721 

7,650 (272) 
6,879 9,138 

(4,411) (7,750) 

(3, 106) (7,350) 

(6,942) 1,912 

(6,998) 790, 

(7,706) (3,687) 

(2,869) (859) 

58,323 51,755 

(65,209) (37,624) 

(2,387) 

485 (3,524) 

(64,724) (43,535) 

94,607 

(338) (50,489) 

4,888 (55,743) 
(222) 

4,328 (11,625) 

(2,073) (3,405) 

6,534 9,141 

$ 4,461 $ 5,736 

$ 17,073 $ 4,215 



DUKE ENERGY KENTUCKY. INC. 
Condensed Statements of Changes in Equity 
(Unaudited) 

{in thousands} 
Balance at December 31, 2015 

Net income 
Balance at June 30, 2016 

Balance at December 31, 2016 

Net income 
Balance at June 30, 2017 

Common 
Stock 

$ 8,780 

$ 8,780 

$ 8,780 

$ 8,780 

See Notes to Condensed Financial Statements 
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Additional 
Paid·in Retained 
Ca~ital Earnin9s Total 

$ 167,494 $ 228, 158 $ 404,432 
22, 175 22,175 

$ 167,494 $ 250,333 $ 426,607 

$ 167,494 $ 260,741 $ 437,015 
18,147 18,147 

$ 167,494 $ 278,888 $ 455,162 
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1. ORGANIZATION AND BASIS OF PRESENTATION 

NATURE OF OPERATIONS 
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Duke Energy Kentucky, Inc. (Duke Energy Kentucky) is a combination electric and natural gas public utility company that provides seivice in 
northern Kentucky. Duke Energy Kentucky's principal lines of business include generation, transmission, distribution and sale of electricity, as 
well as the transportation and sale of natural gas. Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service 
Commission (KPSC) and the Federal Energy Regulatory Commission (FERG). Duke Energy Kentucky's common stock is wholly owned by 
Duke Energy Ohio, Inc. (Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy). 

BASIS OF PRESENTATION 

These interim Condensed Financial Statements and Notes do not include all of the information and notes required by generally accepted 
accounting principles (GAAP) in the United States (U.S.) for annual financial statements. Accordingly, the interim Condensed Financial 
Statements and Notes should be read in conjunction with Duke Energy Kentucky's Financial Statements and Notes for the year ended 
December 31, 2016. These interim Condensed Financial Statements reflect all normal recurring adjustments that are, in the opinion of Duke 
Energy Kentucky's management, necessary to fairly present Duke Energy Kentucky's financial position and results of operations. Amounts 
reported in the interim Condensed Statements of Operations are not necessarily indicative of amounts expected for the respective annual 
periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, timing of maintenance on electric 
generating units, changing commodity prices and other factors. 

In preparing financial statements that conform to GAAP, management must make estimates and assumptions that affect the reported amounts 
of assets and liabilities, the reported amounts of revenues and expenses and the disclosure of contingent assets and liabilities at the date of 
the financial statements. Actual results could differ from those estimates. 

Certain prior year amounts have been reclassified to conform to the current year presentation. 

REVENUE RECOGNITION AND UNBILLED REVENUE 

Revenues on sales of electricity and natural gas are recognized when seivice is provided or the product is delivered. Unbilled revenues are 
recognized by applying customer billing rates to the estimated volumes of energy and natural gas delivered but not yet billed. Unbilled 
revenues can vary significantly from period to period as a result of seasonality, weather, customer usage patterns, customer mix, average 
price in effect for customer classes, timing of rendering customer bills and meter reading schedules. 

Duke Energy Kentucky sells near1y all of its retail accounts receivable, including receivables for unbilled revenues to an affiliate, Cinergy 
Receivables Company, LLC (CRC) on a revolving basis. As discussed further in Note 8, Duke Energy Kentucky accounts for these transfers of 
receivables to CRC as sales. Accordingly, the receivables sold are not reflected on the Condensed Balance Sheets. Receivables for unbilled 
revenues included in the sales of accounts receivable to CRC were $15 million and $23 million at June 30, 2017 and December 31, 2016, 
respectively. 

Receivables on the Condensed Balance Sheets include amounts related to unbilled wholesale revenues of $213 thousand and $79 thousand 
at June 30, 2017 and December 31, 2016, respectively. 

NEW ACCOUNTING STANDARDS 

The new accounting standards adopted for 2017 and 2016 had no material impact on the presentation or results of operations, cash flows or 
financial position of Duke Energy Kentucky. The following new Accounting Standards Updates (ASUs) have been issued, but have not yet 
been adopted by Duke Energy Kentucky, as of June 30, 2017. 

Retirement Benefits. In March 2017, the Financial Accounting Standards Board (FASB) issued revised accounting guidance for the 
presentation of net periodic costs related to benefit plans. Current GAAP permits the aggregation of all the components of net periodic costs 
on the income statement and does not require the disclosure of the location of net periodic costs on the Condensed Statements of Operations. 
Under the amended guidance, the seivice cost component of net periodic costs must be included within Operating income within the same line 
as other compensation expenses. All other components of net periodic costs must be outside of Operating income. Jn addition, the updated 
guidance permits only the seivice cost component of net periodic costs to be capitalized to Inventory or Property, Plant and Equipment. This 
represents a change from current GAAP, which permits all components of net periodic costs to be capitalized. The guidance allows for a 
practical expedient that permits a company to use amounts disclosed in prior~period financial statements as the estimation basis for applying 
the retrospective presentation requirements. 

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2018. These amendments should be 
applied retrospectively for the presentation of the various components of net periodic costs and prospectively for the change in eligible costs to 
be capitalized. Duke Energy Kentucky currently presents all of the components of net periodic costs that are not capitalized within Operation, 
maintenance and other on the Condensed Statement of Operations. Under this updated guidance, Duke Energy Kentucky will retrospectively 
reclassify all the components of net periodic costs except for the seivice cost component to be presented outside of Operating income. 
However, Duke Energy Kentucky will continue to present the seivice cost amount not capitalized within Operation, maintenance and other as 
this line item includes other compensation expense. Duke Energy Kentucky is currently evaluating the financial statement impact, if any, of 
adopting this standard and whether or not the practical expedient will be utilized. 
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Revenue from Contracts with Customers. In May 2014, the FASS issued revised accounting guidance for revenue recognition from 
contracts with customers. The core principle of this guidance is that an entity should recognize revenue to depict the transfer of promised 
goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those 
goods or services. The amendments in this update also require disclosure of sufficient information to allow users to understand the nature, 
amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. 

Most of Duke Energy Kentucky's revenue is expected to be in scope of the new guidance. The majority of our sales, including energy provided 
to residential customers, are from tariff offerings that provide natural gas or electricity without a defined contractual term ("at-will"). For such 
arrangements, Duke Energy Kentucky expects that the revenue from contracts with customers will be equivalent to the electricity or natural 
gas supplied and billed in that period (including estimated billings). As such, Duke Energy Kentucky does not expect that there will be a 
significant shift in the timing or pattern of revenue recognition for such sales. The evaluation of other revenue streams is ongoing, including 
long-term contracts with industrial customers and long-term purchase power agreements (PPA). 

Duke Energy Kentucky continues to evaluate what information would be most useful for users of the financial statements, including information 
already provided in disclosures outside of the financial statement footnotes. These additional disclosures could include the disaggregation of 
revenues by geographic location, type of service, customer class or by duration of contract ("at-will" versus contracted revenue). Revenues 
from contracts with customers, revenue recognized under regulated operations accounting and revenue from lease accounting will also be 
disclosed. 

Duke Energy Kentucky intends to use the modified retrospective method of adoption effective January 1, 2018. This method results in a 
cumulative-effect adjustment that will be recorded to retained earnings as of January 1, 2018, as if the standard had always been in effect. 
Disclosures for 2018 will include a comparison to what would have been reported for 2018 under the current revenue recognition rules in order 
to assist financial statement users in understanding how revenue recognition has changed as a result of this standard and to facilitate 
comparability with prior year reported results, which are not restated under the modified retrospective approach. 

Leases. In February 2016, the FASS issued revised accounting guidance for leases. The core principle of this guidance is that a lessee 
should recognize the assets and liabilities that arise from leases on the balance sheet. 

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2019, although it can be early 
adopted. The guidance is applied using a modified retrospective approach. Duke Energy Kentucky is currently evaluating the financial 
statement impact of adopting this standard and is continuing to monitor industry implementation issues, including easements, pole 
attachments and renewable power purchase agreements. Other than an expected increase in assets and liabilities, the ultimate impact of the 
new standard has not yet been determined. Significant system enhancements may be required to facilitate the identification, tracking and 
reporting of potential leases based upon requirements of the new lease standard. 

Financial Instruments Classification and Measurement. In January 2016, the FASS issued revised accounting guidance for the 
classification and measurement of financial instruments. Changes in the fair value of all equity securities will be required to be recorded in net 
income. Current GAAP allows some changes in fair value for available-for-sale equity securities to be recorded in Accumulated other 
comprehensive income. Additional disclosures will be required to present separately the financial assets and financial liabilities by 
measurement category and form of financial asset. An entity's equity investments that are accounted for under the equity method of 
accounting are not included within the scope of the new guidance. 

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018, by 
recording a cumulative-effect adjustment to retained earnings as of January 1, 2018. This guidance is expected to have minimal impact on the 
Duke Energy Kentucky's Condensed Statements of Operations and Comprehensive Income as changes in the fair value of most of Duke 
Energy Kentucky's available-for-sale equity securities are deferred as regulatory assets or liabilities pursuant to accounting guidance for 
regulated operations. 

2. REGULATORY MATTERS 

RATE RELATED INFORMATION 

The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERC approves rates for 
electric sales to wholesale customers served under cost-based rates, as well as sales of transmission service. 

Base Rate Case 

On August 2, 2017, Duke Energy Kentucky filed notice with the KPSC that it intends to file a general rate case for its electric business on or 
about September 1, 2017, to recover costs of capital investments in generation, transmission and distribution systems and to recover other 
incremental expenses since its last rate case filed in 2006. 

Woodsdale Station Fuel System Filing 

On June 9, 2015, the FERC ruled in favor of PJM Interconnection, LLC (PJM) on a revised Tariff and Reliability Assurance Agreement 
including implementation of a Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation 
non-performance. The CP proposal includes performance-based penalties for non-compliance. Duke Energy Kentucky is a Fixed Resource 
Requirement (FRR) entity, and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to 
Duke Energy Kentucky in the delivery year beginning June 1, 2019, with full compliance beginning June 1, 2020. Duke Energy Kentucky has 
developed strategies for CP compliance investments. On May 31, 2017, Duke Energy Kentucky filed an application with the KPSC requesting 
authority to construct an ultra-low sulfur diesel back-up fuel system for the Woodsdale Station. The back-up fuel system is projected to cost 
approximately $55 million and, if approved, is anticipated to be in service prior to the CP compliance deadline of April 2019. Duke Energy 
Kentucky cannot predict the outcome of this proceeding at this time. 

8 



East Bend Coal Ash Basin Filing 

DUKE ENERGY KENTUCKY, INC 
Notes to Condensed Financial Statements 

(Unaudited) 

KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment - DEK Q2 2017 

Pogc 9of15 

On December 2, 2016, Duke Energy Kentucky filed with the KPSC a request for a Certificate for Public Convenience and Necessity (CPCN) 
for construction projects necessary to close and repurpose an ash basin at the East Bend facility as a result of current and proposed U.S. 
Environmental Protection Agency (EPA) regulations. Duke Energy Kentucky estimated a total cost of approximately $93 million in the filing and 
expects in-service date in the fourth quarter of 2018. On June 6, 2017, the KPSC approved the CPCN request. 

Dry Bottom Ash Conversion 

On July 28, 2016, Duke Energy Kentucky filed with the KPSC a request for approval of a CPCN to convert to dry bottom ash at the East Bend 
station. The project is necessary to comply with various environmental law requirements. The project is estimated to cost approximately 
$25 million. On February 23, 2017, the KPSC granted a CPCN for the project. 

Advanced Metering Infrastructure 

On April 25, 2016, Duke Energy Kentucky filed with the KPSC an application for approval of a CPCN for the construction of advanced 
metering infrastructure. Duke Energy Kentucky estimates the $49 million project will take two years to complete. Duke Energy Kentucky also 
requested approval to establish a regulatory asset for the remaining book value of existing meter equipment and inventory to be replaced. 
Duke Energy Kentucky and the Kentucky Attorney General entered into a stipulation to settle matters related to the application. On May 25, 
2017, the KPSC issued an order to approve the stipulation with certain modifications. On June 1, 2017, Duke Energy Kentucky filed its 
acceptance of the modifications. Duke Energy Kentucky had approximately $7 million included in Regulatory assets on its Condensed 
Consolidated Balance Sheets at June 30, 2017, for the book value of existing meter equipment. 

Regional Transmission Organization Realignment 

Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets to effect a Regional Transmission Organization 
(RTO) realignment from Midcontinent Independent System Operator, Inc. (MISO) to PJM Interconnection, LLC (PJM), effective 
December 31, 2011. 

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to 
seek double-recovery in a future rate case of the transmission expansion fees that may be charged by MISO and PJM in the same period or 
overlapping periods. Duke Energy Kentucky is not currently recovering PJM or MISO transmission expansion fees through current base rates. 

Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation and share of 
MISO Transmission Expansion Planning (MTEP) costs, excluding Multi-Value Projects (MVP). This liability was recorded within Other in 
Current Liabilities and Other in Other Noncurrent Liabilities on the Condensed Balance Sheets. 

The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MISO. 

(in thousands) 

MISO withdrawal liability 

MVP 

December 31, 2016 

$ 19,452 

Provision I 
Adjustments 

$ 361 

Cash 

Reductions 

$ (487) $ 
June 30, 2017 

19,326 

MISO approved 17 MVP proposals prior to Duke Energy Ohio's and Duke Energy Kentucky's exit from MISO on December 31, 2011. 
Construction of these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, 
property and income taxes, depreciation and an allowed return, are allocated and billed to MISO transmission owners. 

On December 29, 2011, MISO filed a tariff with the FERG providing for the allocation of MVP costs to a withdrawing owner based on monthly 
energy usage. The FERG set for hearing (i) whether MISO's proposed cost allocation methodology to transmission owners who withdrew from 
MISO prior to January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO, and, (ii) if not, what should be the amount 
of and methodology for calculating any MVP cost responsibility. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the 
period from 2012 to 2071 at $450 million, on an undiscounted basis. On July 16, 2013, a FERG Administrative Law Judge (ALJ) issued an 
initial decision. Under this initial decision, Duke Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio 
and Duke Energy Kentucky filed exceptions to the initial decision, requesting the FERG overturn the ALJ's decision. 

On October 29, 2015, the FERG issued an order reversing the ALJ's decision. The FERG ruled the cost allocation methodology is not 
consistent with the Ml SO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from 
MISO. On May 19, 2016, the FERG denied the request for rehearing filed by MISO and the MISO Transmission Owners. On July 15, 2016, the 
MISO Transmission Owners filed a petition for review with the U.S. Court of Appeals for the Sixth Circuit. On June 21, 2017, a three-judge 
panel affirmed FERC's 2015 decision holding that Duke Energy Kentucky has no liability for the cost of the MVP projects constructed after 
Duke Energy Kentucky's withdrawal from MISO. MISO has the right to file a petition with the U.S. Supreme Court seeking a review of the 
decision. Duke Energy Kentucky cannot predict the outcome of this matter. 

3. COMMITMENTS AND CONTINGENCIES 

ENVIRONMENTAL 

Duke Energy Kentucky is subject to federal, state, and local regulations regarding air and water quality, hazardous and solid waste disposal, 
and other environmental matters. These regulations can be changed from time to time, imposing new obligations on Duke Energy Kentucky. 
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ln addition to asset retirement obligations recorded as a result of various environmental regulations, Duke Energy Kentucky is responsible for 
environmental remediation at various sites. These include certain properties that are part of ongoing operations and sites formerly owned or 
used by Duke Energy Kentucky. These sites are in various stages of investigation, remediation and monitoring. Managed in conjunction with 
relevant federal, state and local agencies, remediation activities vary based upon site condition and locat!on, remediation requirements, 
complexity and sharing of responsibility. If remediation activities involve joint and several liability provisions, strict liability, or cost recovery or 
contribution actions, Duke Energy Kentucky could potentially be held responsible for environmental impacts caused by other potentially 
responsible parties, and may also benefit from insurance policies or contractual indemnities that cover some or all cleanup costs. liabilities are 
recorded when losses become probable and are reasonably estimable. The total costs that may be incurred cannot be estimated because the 
extent of environmental impact, allocation among potentially responsible parties, remediation alternatives and/or regulatory decisions have not 
yet been determined. Additional costs associated with remediation activities are likely to be incurred in the future and could be significant. 
Costs are typically expensed as Operation, maintenance and other in the Condensed Statements of Operations unless regulatory recovery of 
the costs is deemed probable. 

Duke Energy Kentucky has recorded approximately $670 thousand of probable and estimable costs related to its various environmental sites 
in Other within Other Noncurrent liabilities on the Condensed Balance Sheets as of June 30, 2017 and December 31, 2016. Additional losses 
in excess of recorded reserves are expected to be immaterial for the stages of investigation, remediation and monitoring for the environmental 
sites that have been evaluated. The maximum amount of the range for all stages of Duke Energy Kentucky's environmental sites cannot be 
determined at this time. 

Clean Power Plan 

On October 23, 2015, the EPA published in the Federal Register the final Clean Power Plan (CPP) rule that regulates C02 emissions from 
existing fossil fuel-fired EGUs. The CPP established C02 emission rates and mass cap goals that apply to existing fossil fuel-fired EGUs. 
Petitions challenging the rule have been filed by several groups and on February 9, 2016, the Supreme Court issued a stay of the final CPP 
rule, halting implementation of the CPP until legal challenges are resolved. The state of Kentucky has suspended work on the CPP in 
response to the stay. Oral arguments before 10 of the 11 judges on U.S. Court of Appeals for the District of Columbia (D.C. Circuit Court) were 
heard on September 27, 2016. The court has not issued its opinion in the case. 

On March 28, 2017, President Trump signed an Executive Order directing EPA to review the CPP and determine whether to suspend, revise 
or rescind the rule. On the same day the Department of Justice filed a motion with the D.C. Circuit Court requesting that the court stay the 
litigation of the rule while it is reviewed by EPA. On April 28, 2017, the court issued an order to suspend the litigation for 60 days and directing 
parties to file supplemental briefs by May 15, 2017, addressing whether the rule should be remanded to the EPA rather than be suspended. 
On August 8, 2017, the court, on its own motion, extended the suspension of the litigation for an additional 60 days. The court has yet to issue 
an order. Additional statements by the court appear to indicate that the litigation will likely be suspended indefinitely while the EPA reconsiders 
the rule. Neither the Executive Order nor the court's order change the current status of the CPP, which is under a legal stay by the U.S. 
Supreme Court. The EPA has not announced a schedule for completing its reconsideration of the rule. Duke Energy Kentucky cannot predict 
the outcome of these matters. 

LITIGATION 

Duke Energy Kentucky is involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which 
involve significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its 
results of operations, cash flows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies 
as incurred. 

OTHER COMMITMENTS AND CONTINGENCIES 

General 

As part of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual 
commitments to extend guarantees of credit and other assistance to various third parties. These guarantees involve elements of performance 
and credit risk, which are not included on the Condensed Balance Sheets. The possibility of Duke Energy Kentucky having to honor its 
contingencies is largely dependent upon future operations of various third parties or the occurrence of certain future events. 

4. DEBT AND CREDIT FACILITIES 

Short-Term Obligations Classified as Long-Term Debt 

Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and money pool borrowings, which are short-term 
obligations by nature, are classified as long-term due to Duke Energy Kentucky's intent and ability to utilize such borrowings as Jong-term 
financing. As Duke Energy's Master Credit Facility and Duke Energy Kentucky's bilateral letter of credit agreement have non-cancelable terms 
in excess of one year as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a long
term basis. See "Master Credit Facility" below for additional information. 

At June 30, 2017 and December 31, 2016, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as Long
Term Debt and Long-Term Debt Payable to Affiliated Companies, respectively, on the Condensed Balance Sheets. 
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In March 2017, Duke Energy amended its Master Credit Facility to increase its capacity from $7.5 billion to $8 billion, and to extend the 
termination date of the facility from January 30, 2020, to March 16, 2022. Duke Energy Kentucky has borrowing capacity under the Master 
Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke Energy Kentucky's 
borrowing sublimit, subject to a maximum subllmit. The amount available to Duke Energy Kentucky under the Master Credit Facility may be 
reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that may be put to 
Duke Energy Kentucky at the option of the holder. 

At June 30, 2017, Duke Energy Kentucky had a borrowing capacity sublimit of $150 million and available capacity of $105 million under Duke 
Energy's Master Credit Facility. 

5. RELATED PARTY TRANSACTIONS 

Duke Energy Kentucky engages in related party transactions in accordance with the KPSC and FERC regulations. Refer to the Condensed 
Balance Sheets for balances due to or due from related parties. Material amounts related to transactions with related parties included in the 
Condensed Statements of Operations are presented in the following table. 

Six Months Ended June 30, 

(in thousands) 2017 2016 
Corporate governance and shared service expenses<a) s 40,608 $ 41,696 

(a) Duke Energy Kentucky is charged its proportionate share of corporate governance and shared services costs, primarily related to 
human resources and employee benefits, information technology, legal and accounting fees as well as other third-party costs, from 
an unconsolidated affiliate that is a consolidated affiliate of Duke Energy. These amounts are recorded in Operation, maintenance 
and other on the Condensed Statements of Operations. 

In addition to the amounts presented above, Duke Energy Kentucky has other affiliate transactions, including rental of office space, 
participation in a money pool arrangement with Duke Energy and certain Duke Energy subsidiaries, other operational transactions and its 
proportionate share of certain charged expenses. These transactions were not material for the six months ended June 30, 2017 and 2016. 

Certain trade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated affiliate formed by a subsidiary of Duke 
Energy. The proceeds obtained from the sales of receivables are largely cash but also include a subordinated note from CRC for a portion of 
the purchase price. Refer to Notes 1 and 8 for further information related to these sales of receivables. 

lntercompany Income Taxes 

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictional returns. Duke Energy Kentucky 
has a tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Duke Energy Kentucky had 
immaterial intercompany income tax receivable or payable balances at June 30, 2017, and December 31, 2016. See Note 10 for additional 
information on income taxes. · 

6. DERIVATIVES AND HEDGING 

COMMODITY PRICE RISK 

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due 
to the use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the 
prices of electricity, fuel and emission allowances associated with its generation output not utilized to serve retail operations or committed load 
(off-system, wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are primarily financial transmission rights. 

See Note 7 for additional information on the fair value of commodity derivatives. 

INTEREST RATE RISK 

Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate 
debt. Interest rate risk is managed by limiting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. 
To manage risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate 
swaps and U.S. Treasury lock agreements. The notional amount of interest rate swaps outstanding was $26.7 million at June 30, 2017 and 
December 31, 2016. Financial contracts entered into by Duke Energy Kentucky are not designated as hedges because they are accounted for 
under regulatory accounting. With regulatory accounting, the mark-to-market gains or losses are deferred as regulatory liabilities or assets, 
respectively. Regulatory assets and liabilities are amortized consistent with the treatment of related costs in the ratemaking process. The 
accrual of interest on swaps is recorded as Interest Expense on the Condensed Statements of Operations. 

See Note 7 for additional information on the fair value of interest rate derivatives. 

CREDIT RISK 

Duke Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreements and establishes credit limits and 
monitors the appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements for retail electric customers are 
established by the KPSC. 
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Duke Energy Kentucky's industry has historically operated under negotiated credit lines for physical delivery contracts. Duke Energy Kentucky 
may use master collateral agreements to mitigate certain credit exposures. The collateral agreements require certain counterparties to post 
cash or letters of credit for the amount of exposure in excess of an established threshold. The threshold amount represents an unsecured 
credit limit determined in accordance with the corporate credit policy. Collateral agreements also provide that the inability to post collateral is 
sufficient cause to terminate contracts and liquidate all positions. 

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

7. FAIR VALUE MEASUREMENTS 

Fair value is the exchange price to sell an asset or transfer a liability in an orderly transaction between market participants at the measurement 
date. The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions 
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 may be readily observable, corroborated by market data or generally unobservable. Valuation techniques 
maximize the use of observable inputs and minimize the use of unobservable inputs. A midmarket pricing convention (the midpoint price 
between bid and ask prices) is permitted for use as a practical expedient. 

Fair value measurements are classified in three levels based on the fair value hierarchy: 

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement 
date. An active market is one in which transactions for an asset or liability occur with sufficient frequency and volume to provide ongoing 
pricing information. 

Level 2 -A fair value measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or 
indirectly, for an asset or liability. Inputs include (i) quoted prices for similar assets or liabilities in active markets, (ii) quoted prices for identical 
or similar assets or liabilities in markets that are not active, (iii) 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, and credit spreads. A Level 2 
measurement cannot have more than an insignificant portion of its 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 3 -Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These 
inputs may be used with internally developed methodologies that result in management's best estimate of fair value. Level 3 measurements 
may include longer-term instruments that extend into periods in which observable inputs are not available. 

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at 
fair value, such as equity method investments or the company's own debt, at fair value. Duke Energy Kentucky has not elected to record any 
of these items at fair value. 

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate 
became less observable or (ii) classified at a lower level for which the inputs became more observable during the period. Duke Energy 
Kentucky's policy is to recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between 
levels during the six months ended June 30, 2017 and 2016. 

Interest rate derivatives 

Most over-the-counter interest rate contract derivatives are valued using financial models that utilize observable inputs for similar instruments 
and are classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the 
counterparties. 
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The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed 
Balance Sheets. Derivative amounts in the table below exclude cash collateral. 

(in thousands) 
Derivative assetslaJ 

Derivative liabilities<bl 

Net (liabilities) assets 

{in thousands) 
Derivative assetstaJ 

Derivative liabilities<bl 

Net (liabilities) assets 

$ 

$ 

$ 

$ 

Total Fair 

Value 

2,571 

(5,789) 

(3,218) 

Total Fair 

Value 

4,916 
(5,944) 

(1,028) 

June 30, 2017 

Level2 Level3 

$ $ 2,571 

(5,789) 

$ (5,789) $ 2,571 

December 31, 2016 

Level2 Level3 

$ $ 4,916 
(5,944) 

$ (5,944) $ 4,916 

(a) Included in Other Current Assets and Other within Other Non current Assets on the Condensed Balance Sheets. The amounts 
classified as Level 3 relate to financial transmission rights. 

(b) Included in Other Current Liabilities and Other within Other Noncurrent Liabilities on the Condensed Balance Sheets. The amounts 
classified as Level 2 relate to interest rate swaps. 

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

(in thousands) 

Balance at beginning of period 

Purchases, sales, issuances and settlements: 

Purchases 

Settlements 

Total losses included on the Condensed Balance Sheet as regulatory asset or liability 

Balance at end of period 

OTHER FAIR VALUE DISCLOSURES 

$ 

$ 

Derivatives (net) 

Six Months Ended June 30, 

2017 2016 

4,916 

3,342 

(2,650) 

(3,037) 

2,571 

$ 

$ 

2,913 

4,921 

(2,273) 

(774) 

4,787 

The fair value of long-term debt, including current maturities, is summarized in the following table. Estimates determined are not necessarily 
indicative of amounts that could have settled by Duke Energy Kentucky in current markets. Fair value of long-term debt uses Level 2 
measurements. 

June 30, 2017 December 31, 2016 

(in thousands) Book value Fair value Book value Fair value 

Long-Term debt, Including current maturities $ 361,784 $ 384,980 $ 362,046 $ 380,386 

At both June 30, 2017 and December 31, 2016, the fair value of cash and cash equivalents, accounts and notes receivable, accounts payable, 
notes payable and commercial paper 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. 

8. VARIABLE INTEREST ENTITIES 

A variable interest entity (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. A 
qualitative analysis of control determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct 
the most significant activities of the VIE that impact its economic performance and (ii) 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. 

13 



Cinergy Receivables Company 

DUKE ENERGY KENTUCKY, INC 
Notes to Condensed Financial Statements 

(Unaudited) 

KyPSC Case No. 2017-00321 
FR 16(7)(1) Attachment - DEK Q2 2017 

Page 14 of15 

CRC is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky 
does not consolidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the 
sale of electricity, natural gas and related seivices from Duke Energy Kentucky. CRC borrows amounts under a credit facility to buy the 
receivables from Duke Energy Kentucky. Borrowing availability from the credit facility is limited to the amount of qualified receivables sold to 
CRC. The sole source of funds to satisfy the related debt obligation is cash collections from the receivables. Depending on experience with 
collections, additional equity infusions to CRC may be required by Duke Energy to maintain a minimum equity balance of $3 milllon. There 
were no infusions to CRC during the six months ended June 30, 2017 or the year ended December 31, 2016. 

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of 
a subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of 
$9.6 million and $18.4 million from CRC at June 30, 2017 and December 31, 2016, respectively. These balances are included in Receivables 
from affiliated companies on the Condensed Balance Sheets. 

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the activities that most 
significantly impact the economic performance of the entity are not performed by the equity holder and (iii) deficiencies in net worth of CRC are 
funded by Duke Energy. The most significant activities that impact the economic performance of CRC are decisions made to manage 
delinquent receivables. Duke Energy consolidates CRC as it makes these decisions. Duke Energy Kentucky does not consolidate CRC. No 
financial support was provided to this non-consolidated VIE during the six months ended June 30, 2017 or the year ended December 31, 
2016, or is expected to be provided in the future, that was not previously contractually required. 

The subordinated note held by Duke Energy Kentucky is stated at fair value. Carrying values of retained interests are determined by allocating 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the 
subordinated notes are not materially different than their face value because (i) the receivables generally turnover in less than two months, (ii) 
credit losses are reasonably predictable due to the broad customer base and lack of significant concentration and (iii) the equity in CRC is 
subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retained interests assuming 
both a 10 percent and a 20 percent 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 Kentucky on the retained interests using the acceptable 
yield method. This method 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 retained interests and purchased beneficial interest whenever 
it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's maximum exposure to loss does not exceed 
the canying value. 

Key assumptions used in estimating fair value in 2017 and 2016 are detailed in the following table. 

Anticipated credit loss ratio 

Discount rate 

Receivables turnover rate 

The following table presents gross and net receivables sold. 

2017 

0.5°/o 

1.9°/o 

11.4°/o 

2016 

0.5o/o 

1.5% 

11.5o/o 

(in thousands) June 30, 2017 December 31, 2016 

Receivables sold $ 42,557 $ 58,903 

Less: Retained interests 9,558 18,390 

Net receivables sold $ 32,999 $ 40,513> 

The following table presents sales and cash flows related to receivables sold. 

Six Months Ended June 30, 

(in thousands) 2017 2016 

Sales 

Receivables sold $ 205,979 $ 218,441 

Loss recognized on sale 805 831 

Cash flows 

Cash proceeds from receivables sold $ 214,006 $ 218,665 

Collection fees received 103 109 

Return received on retained interests 393 326 

Cash flows from the sale of receivables are reflected within Operating Activities on the Condensed Statements of Cash Flows. 
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Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance and other 
on the Condensed Statements of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the 
receivables sold during the month by the required discount which is derived monthly utilizing a three year weighted average formula that 
considers charge~off history, late charge history and turnover history on the sold receivables, as well as a component for the time value of 
money. The discount rate, or component for the time value of money, is calculated monthly by summing the prior month-end London Interbank 
Offered Rate (LIBOR) plus a fixed rate of 1.00 percent. 

9. EMPLOYEE BENEFIT PLANS 

DEFINED BENEFIT RETIREMENT PLANS 

Duke Energy maintains, and Duke Energy Kentucky participates in, qualified and non-qualified, non-contributory defined benefit retirement 
plans. Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 
participants. Duke Energy did not make any contributions to its qualified pension plans during the six months ended June 30, 2017 and 2016. 

OTHER POST-RETIREMENT BENEFIT PLANS 

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a 
contributory and non-contributory basis. 

Net periodic benefit costs disclosed in the table below for the qualified pension, non-qualified pension and other post-retirement benefit plans 
represent the cost of the respective benefit plan for the periods presented. Portions of the net periodic benefit costs disclosed in the tables 
below have been capitalized as a component of property, plant and equipment. Amounts presented in the tables below represent the amounts 
of pension and other post-retirement benefit costs allocated by Duke Energy for employees of Duke Energy Kentucky. Additionally, Duke 
Energy Kentucky is allocated its proportionate share of pension and other post-retirement benefit costs for employees of Duke Energy's 
shared services affiliate that provides support to Duke Energy Kentucky. These allocated amounts are included in the governance and shared 
services costs discussed in Note 5. Duke Energy uses a December 31 measurement date for its defined benefit pension plan assets and 
obligations. 

Six Months Ended June 30, 

2017 2016 

Non- Other Post- Non- Other Post-
Qualified Qualified Retirement Qualified Qualified Retirement 

Pension Pension Benefit Pension Pension Benefit 

{in thousands} Plans Plans Plans Plans Plans Plans 

Service cost $ 680 $ $ 41 $ 730 $ $ 45 

Interest cost on projected benefit obligation 2,136 3 128 2,184 3 144 

Expected return .on plan assets (3,144) (40) (3,078) (30) 

Amortization of actuarial loss (gain) 956 2 (72) 838 2 (58) 

Amortization of prior seivice (credit) cost (47) (92) 2 (65) 

Other 46 46 

Net periodic benefit costs $ 627 $ 5 $ (35) $ 722 $ 5 $ 36, 

EMPLOYEE SAVINGS PLAN 

Duke Energy Kentucky also participates in an employee. savings plan sponsored by Duke Energy that covers substantially all U.S. employees. 

Duke Energy Kentucky's expense related to its proportionate share of employer contributions was $537 thousand and $4 77 thousand for the 
six months ended June 30, 2017 and 2016, respectively. 

10. INCOME TAXES 

Duke Energy Kentucky's taxable income is included in consolidated federal and state income tax returns filed by Duke Energy. Pursuant to a 
tax sharing agreement with Duke Energy, Duke Energy Kentucky records income tax amounts that would be incurred if it were a C
Corporation separate filer. 

The effective tax rates for Duke Energy Kentucky are 37.7 percent and 27.1 percent for the six months ended June 30, 2017 and 2016, 
respectively. The increase in the effective tax rate is primarily due to an immaterial out of period adjustment in the prior year related to deferred 
tax balances associated with property, plant and equipment. 

11. SUBSEQUENT EVENTS 

For information on additional subsequent events related to regulatory matters and commitments and contingencies, see Notes 2 and 3. 
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