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Duke Energy Kentucky, Inc.
Case No. 2017-00321
Forecasted Test Period Filing Requirements
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Filing Description Sponsoring
Requirement Witness

KRS 278.180 30 days’ notice of rates to PSC. James P. Henning

807 KAR 5:001 The original and 10 copies of application plus James P. Henning
Section 7(1) copy for anyone named as interested party.
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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.

(¢) 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.

(¢) Amount of bonds authorized, and amount
| .issued, giving the name of the public utility which
| issued the same, describing each class separately,
and giving date of issue, face value, rate of
‘interest, date of maturity and how secured,
together with amount of interest paid thereon
during the last fiscal year.

(f) Each note outstanding, giving date of
| issue, amount, date of maturity, rate of interest, in
whose favor, together with 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 if the 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.

1 4 807 KAR 5:001 Detailed income statement and balance sheet, David L. Doss
Section 12(2)(1)

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 of law requiring PSC approval.




Duke Energy Kentucky, Inc.

Case No. 2017-00321
Forecasted Test Period Filing Requirements
Table of Contents
Vol. | Tab Filing Description Sponsoring
# 4 Requirement Witness
1 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.
1 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.
1 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 written 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
prior proceeding.
1 9 | 807 KAR 5:001 Reason adjustment is required. James P. Henning
Section 16 William Don Wathen, JIr.
(Md)(1)
1 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
{H(b)(2) certificate not necessary.
1 11 | 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
(1()(3) effective date not less than thirty (30) days from
the date the application is filed
1 12 | 807 KAR 5:001 Proposed tariff changes shown by present and Bruce L. Sailers
Section 16 proposed tariffs in comparative form or by
(1)(®)(4) indicating additions in italics or by underscoring
and striking over deletions in current tariff.
1 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
(1(BY5) regulation with a copy of the notice.
1 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.
1 15 1 807 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 5:05], Section 2.




16

807 KAR 5:001
Section 16(6)(a)

The financial data for the forecasted period shall
be presented in the form of pro forma adjustments
to the base period.

Robert H. Pratt

17

807 KAR 5:001
Section 16(6)(b)

Forecasted adjustments shall be limited to the
twelve (12) months immediately following the
suspension period.

Sarah'E. Lawler
Cynthia S. Lee
Robert H. Pratft

18

807 KAR 5:001
Section 16(6)(c)

Capitalization and net investment rate base shall
be based on a thirteen (13} month average for the
forecasted period.

Sarah E. Lawler

19

307 KAR 5:001
Section 16(6)(d)

After an application based on a forecasted test
period is filed, there shall be no revisions to the
forecast, except for the correction of mathematical
errors, uniess 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 of a
scheduled hearing on the rate application.

Robert H. Pratt

20

807 KAR 5:001
Section 16(6)(e)

The commission may require the utility to prepare
an altenative forecast based on a reasonable
number of changes in the variables, assumptions,
and other factors used as the basis for the utility's
forecast.

Robert H. Pratt

21

807 KAR 5:001
Section 16(6)(f)

The utility shall provide a reconciliation of the rate
base and capital used to determine its revenue
requirements.

Sarah E. Lawler

22

807 KAR 5:001
Section 16(7)(a)

Prepared testimony of each witness supporting its
application including testimony frotn chief officer
in charge of Kentucky operations on the existing
programs to achieve improvements in efficiency
and productivity, including an explanation of the
purpose of the program.

All Witnesses

23

807 KAR 5:001
Section 16(7)(b)

Most recent capital construction budget containing
at minimum 3 year forecast of construction
expenditures.

Robert H. Pratt
Joseph A. Miller
Anthony J. Platz

24

807 KAR 5:001
Section 16(7)(c)

Complete description, which may be in prefiled
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.

Robert H. Pratt

25

807 KAR 5:001
Section 16(7)(d)

Annual and monthly budget for the 12 months
preceding filing date, base period and forecasted
period,

Robert H. Pratt

26

807 KAR 5:001
Section 16(7)(e)

Aftestation signed by utility’s chief officer in

charge of Kentucky operations providing:

1. 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.

James P. Henning




27

807 KAR 5:001
Section 16(7)()

For each major construction project constituting
5% or more of annual construction budget within 3
year forecast, following information shall be filed:
1. 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,

Robert H. Pratt
Joseph A. Miller
Anthony J. Platz

28

807 KAR 5:001
Section 16(7)(g)

For all construction projects constituting less than
5% of annual construction budget within 3 year
forecast, file aggregate of information requested in
paragraph (f) 3 and 4 of this subsectjon,

Robert H. Pratt
Joseph A. Miller
Anthony J. Platz

29

807 KAR 5:001
Section 16(7)(h)

Financial forecast for each of 3 forecasted years

included in capital construction budget supported

by underlying assumptions made-in projecting

results of operations and including the following

information:

1. Operating income statement (exclusive of
dividends per share or eamnings 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);

. Access line forecast (telephone);

. Mix of generation (electric);

. Mix of gas supply (gas);

. Employee level;

10.Labor cost changes;

11.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,

O oo =) Oh

Robert H. Pratt
John Verderame
John L. Sullivan, III
Benjamin Passty

30

807 KAR 5:00]1
Section 16(7)(i)

Most recent FERC or FCC audit reports.

David L. Doss

31

807 KAR 35:001
Section 16(1)(j)

Prospectuses of most recent stock or bond
offerings.

John L. Sullivan, 11

32

B07 KAR 5:001
Section 16(7)(k)

Most recent FERC Form 1 (electric), FERC Form
2 (gas), or PSC Form T (telephone).

David L. Doss

33

807 KAR 5:001
Section 16(7)(D)

Annual report to shareholders or members and
statistical supplements for the most recent 2 years
prior to application filing date.

John L. Sullivan, III

34

807 KAR 5:001
Section 16(7){(m)

Current chart of accounts if more detailed than

* Uniform System of Accounts charts.

David L. Doss

35

807 KAR 5:001
Section 16(7)(n)

Latest 12 months of the monthly managerial
reports providing financial results of operations in
comparison to forecast.

David L. Doss




36

807 KAR 5:001
Section 16(7)(0)

Complete monthly budget variance reports, with
narrative explanations, for the 12 months prior to
base period, each month of base period, and
subsequent months, as available,

David L. Doss
Robert H. Pratt

6-8

37

807 KAR 5:001
Section 16(7)(p)

SEC’s annual report for most recent 2 years, Form
10-Ks and any Form 8-Ks issued during prior 2
years and any Form 10-Qs issued during past 6
quarters.

David L. Doss

38

807 KAR 5:001
Section 16(7)(q)

Independent anditor’s annual opinion report, with
any written communication which indicates the
existence of a material weakness in internal
controls.

David L. Doss

39

807 KAR 5:001
Section 16(7)(r)

Quarterly reports to the stockholders for the most
recent 5 quarters.

John L. Sullivan

40

807 KAR 5:001
Section 16(7)(s)

Summary of latest depreciation study with
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.

John J. Spanos

4]

807 KAR 5:001
Section 16(7)(t)

List all commercial or in-house computer

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

Sarah E. Lawler

42

807 KAR 5:001
Section 16(7)(u)

If utility had any amounts charged or allocated to
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:

1. 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.

Teffrey R. Setser

10

43

807 KAR 5:001
Section 16(7)(v}

If gas, electric or water utility with annual gross
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,

James E. Ziolkowski




11

44

807 KAR 5:001
Section 16(7)(w)

Local exchange carriers with fewer than 50,000
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 shail 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.

N/A

11

45

807 KAR 5:001
Section 16(8)(a)

Jurisdictional financial summary for both base and
forecasted periods detailing how utility derived
amount of requested revenue increase.

Sarah E. Lawler

11

46

807 KAR 5:001
Section 16(8)(b)

Jurisdictional rate base summary for both base and
forecasted periods with supporting schedules
which include detailed analyses of each
component of the rate base.

Sarah E. Lawler
Cynthia S. Lee
Robert H. Pratt
Lisa M. Belluci
James E. Ziolkowski
David L. Doss

Il

47

807 KAR 5:001
Section 16(8)(c)

Jurisdictional operating income summary for both
base and forecasted periods with supporting
schedules which provide breakdowns by major
account group and by individual aceount,

Sarah E, Lawler

11

48

807 KAR 5:001
Section 16(8)(d)

Summary of Jurisdictional adjustments to
operating income by major account with
supporting schedules for individual adjustments
and jurisdictional factors.

Sarah E. Lawler

Cynthia S. Lee

Robert H. Pratt
James E. Ziolkowski

11

49

807 KAR 5:001
Section 16(8)(g)

Jurisdictional federal and state income tax
summary for both base and forecasted periods with
all supporting schedules of the various components
of jurisdictional income taxes,

Lisa M. Bellucci

11

50

807 KAR 5:001
Section 16(8)(D)

Summary schedules for both base and forecasted
periods {utility may also provide summary
segregating items if 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,

Sarah E. Lawlier

1]

51

807 KAR 5:001
Section 16(8)(g)

Analyses of payroll costs including schedules for
wages and salaries, employee benefits, payroll
taxes, straight time and overtime hours, and
executive compensation by title.

Sarah E. Lawler
Tom Silinski

11

52

807 KAR 5:001
Section 16(8){h)

Computation of gross revenue conversion factor
for forecasted period.

Sarah E. Lawler

11

53

807 KAR 5:001
Section 16(8)()

Comparative income statements (exclusive of
dividends per share or eamings per share), revenue
statistics and sales statistics for 5 calendar years
prior to application filing date, base period,
forecasted period, and 2 calendar years beyond
forecast period.

David L. Doss
Robert H. Pratt




11 54 | 807 KAR 5:001 Cost of capital summary for both base and John L. Sullivan, II1
Section 16(8)(1) 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. Prait
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 analyses for all customer classes.
11 58 | 807 KAR 5:001 Typical bill comparison under present and Bruce L. Sailers
Section 16(8)(n) | proposed rates for all customer classes.
11 50 | 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 {1} 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
application.




11

61

807 KAR 5:001
Section 17(2)

(2) Customer Notice.

(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) If a 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 (1) county may use a combination of the
notice methods listed in paragraph (b) of this
subsection.

James P. Henning

11

62

807 KAR 5:001
Section 17(3)

(3) Proof of Notice. A utility shall file with the
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.

James P. Henning




11

63

807 KAR 5:001
Section 17(4)

(4) Notice Content. Each notice issued in accordance
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
dollar 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 (utility 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 hitp://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

(j) 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
application.

Bruce L. Sailers

11

o4

807 KAR 5:001
Section 17(5)

(5) Abbreviated form of notice. Upon written
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.

N/A

12

807 KAR 5:001
Section 16(8)(a)
through (k)

Schedule Book (Schedules A-K)

Various

13

807 KAR 5:001
Section 16(8)(1)
through (n)

Schedule Book (Schedules L-N)

Bruce L. Sailers




14 - Work papers Various

15 807 KAR 5:001 Testimony (Volume 1 of 6) Various
Section 16(7)(a)

16 807 KAR 5:001 Testimony {Volume 2 of 6) Various
Section 16(7)(a)

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

18 807 KAR 5:001 Testimony (Volume 4 of 6) 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 16(7)(a)

20 KRS 278.2205(6) | Cost Allocation Manual Legal

-10-
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DUKE ENERGY KENTUCKY
CASE NO. 2017-00321
FORECASTED TEST PERIOD FILING REQUIREMENTS
FR 16(7)(1)

807 KAR 5:001, SECTION 16(71)(I)

Description of Filing Requirement:

Annual report to shareholders, or members, and statistical supplements covering the two (2) most

recent years from the utility's application filing date.

Response:

Attached are the Annual Reports to Shareholders for the years ended December 2015 and 2016

and the first quarter and second quarter of 2017.

Witness Responsible: John L. Sullivan, III




 FR 16(7)(ly Attachment - Annual Report 2015




KyPSC Case No. 2017-00321

FR 16(7)(I) Attachment - Annual Report 2015
Page 2 of 264

“The Road Ahead:

Shaping the future

OUR i Power the lives of our customers
PURPOSE | and the vitality of our communities.

E"Customers * Employees

- Operational Excellence » Growth

OUR |
PRIORITIES

OUR
VALUES

OUR . Lead the way to cleaner, smarter energy solutions
VISION that customers value.
OUR

. STRATEGY @ Transform the Customer Experience

§ 7 Modernize the Power Grid

$0J Generate Cleaner Energy

Engage Employees and Stakeholders

We are using this Road Ahead framework throughoui Duke Enargy to ensure a shared focus on what's important.



IR . KyPSC Case No. 20L7—00321
FR 16(7)(]) Attachment Ammal Report 201:

new oppertumhes to develop eleaneff |
smarter energy solutions. !

Dear Stakeholders:

Since my March 2015 letter, Duke Energy has turned the corner to the future, We have
resolved or made strong headway on operational challenges that held us back in 2014,
We have realigned our portfolio to grow our core businesses. And we have charted The
Road Ahead (outlined on inside cover), a map for long-term success that will benefit our
customers and investors for the next decade and well beyond.

Today, Duke Energy is aligned as an organization. We know where we want to go, and we
are moving forward with confidence.

The backdrop to our progress is a deep commitment to Duke Energy’s purpose: powering the
lives of our customers and the vitality of our communities. The service we provide is essential
to our customers’ lives and livelihoods. 1t is a high calling that demands our very best, 24/7.
When we fulfill this mission reliably, efficiently and responsibly, we provide our customers
with the service they deserve while earning the returns our investors expect.

| encourage you to read on to learn more of what we accomplished and set in motion at

Duke Energy in 2015 and early 2016. You will gain insights into the issues we're wrestling
with, the way we think about the future and how we're generating what's next.

2015 ANNUAL REPORT /1 /



KyPSC Case No. 2017-00321
FR 16(7)(l) Attachment - Annual Report 2015
Page 4 of 264

{in millions, except per share amounts and ratios)

GOperating Results
Total operating revenues
-Net income
Net income attributable to Duke Energy Corporation

Ratio of Earnings to Fixed Charges

Common Stock Data
Shares of common stock outstanding:
Year-end -
.. Weighted average — basic
Weighted average — diluted
Reported diluted earnings per share
Adjusted diluted earnings per share .
Dividends per share ‘

BaEénce Sheet Data
Total assets

Long-term debt including capital leases, less current matu'ritie's

Total Duke Energy Corporation shareholders' equity

Earnings Per Share -

(indollars) 55 Reported Diluted  Adjusted Diluted i

4.55

sidd

2014

2013 2015

2014

2015 2013
 $23,459 $23925 | $22.7561

$2,831 $1,889 $2,676

$2,316 $1,883 $2,665

32 3.2 30

688 707 708

694 707 706

694. 107 706

$4.05 | $2.66 $3.76.

$4.54 $4.55 | $4.36

$3.24 | $3.15 | $3.09

C$121156 | $120857 | $114779

$37,485 $37,061 ¢ $38,157
$38,727 $40875 1 341,330 |

Dividends Per Share. Capital and Investment
{in deflars) Expenditures ol in bitfoss)

309 1,15 324 . 84

5.6 5.5
013 Wle 2015 2013 2015

2014

*Significant kansactions reflected in the vesulls above include: () 2014 impairmeal of the Bispssal Greup (see Hole 2 o the Consalidated Financial Staletents, “fogeisitions and
Dispesitions”); (i) 2014 incremental tax expanse rasuitig hom the dacision to iepatiiate cunulative historical undistribuled loreigsearnings (see Note 22 lo the Consofidated
Financial Statomants, “Income Taxes™); i) 2014 raserve related to the investipation of the Dan River coal ash releass and otlier North Carofina ash basin inanagament (see Hela §
lo the Censelidated Financial Statenents, “Commitments and Coatingencios”): v} the 2015, 2014 and 2013 costs to achieva mergars; {+) 2014 and 2013 asset imparments (ses
Nates 4 and 1} tn the Consolidated Financial Statements, “Regutlatary Matters” ang “Baodwilt and Intangible Assets,” respactively); and 2013 assat sales.

2% DUKE ENERGY



Growing our core husinesses

Let's start with the strategic steps
we've taken to realign our business
portfolio to focus our capital investments
and management attention on

creating long-term value in our core
businesses — regulated utilities, natural
gas infrasiructure and renewable energy
projects, These are the fundamental
building blocks of our business that

we must get right in order to reach the
long-term goals we have set.

We are completing our multiyear
transition to a higher quality, more stable
business mix that started with the 2012
Duke Energy-Progress Energy merger,
We expect that by the end of 2016 we
will have moved Duke Energy from a
company with 25 percent exposure to
more volatile earnings and cash flows

to a business fully focused on our
domestic regulated and highly contracted
businesses and the customers we serve.

As part of this transition, we announced
in early 2016 our intent to exit Duke
Energy International, which owns mostly
hydroelectric plants in Latin America. [t
has struggled the last two years under
extreme drought in Brazil, deteriorating
econamic conditions and an unfavorable
foreign exchange rate. Despite the
outstanding eiforts by our empioyees, the
underlying strength of these assets and
the great contributions over the years, the
earnings are now inconsistent with Duke
Energy's risk profile and strategic focus,

The other important portfolio exit was
our Midwest commercial generation

business. [n April 2015, we successfully
closed on the $2.8 billion sale of these
assets to Dynegy. The cash transaction
reduced our expesure to the volatile
commetrcial power market,

fn July 2015, we completed our $1.2
billion purchase of the North Carolina
Eastern Municipal Power Agency's
minority interest in four of our jointly-
owned nuclear and coal plants in North
Carolina. This supports our core business
and helps the power agency's 32 cities
reduce their high eleciric rates. It also
provides long-term cost savings and fuel
diversity for our retail customers, State
and local officials praised the transaction
for its economic lift in this region.

But the most significant moves we
made were to expand our natural gas
platform — a key part of the U.S. energy
future as we retire more coal plants,
move toward a low-carbon future and
build clean generation capacity that can
operate night and day.

In October 2015, we announced our
plan to purchase Piedmont Natural Gas
for $4.9 billion in cash. Based here in
Charlotte, Piedmont is a premier local
distribution company that supplies
natural gas to much of the Carolinas and
parts of Tennessee. It is an outstanding
strategic complement to our regulated
utility operations and will triple our
natural gas customers to 1.5 million.

We anticipate completing the transaction
by the end of 2016,

The Piedmont Natural Gas transaction
follows our 40 percent project ownership

*The seven executives pictured in this report ara members of ke Senjor Masagesient Commitles,
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“We're making
strategic investments
in cleaner energy
sources and
smart aptions
for customers.”

Doug Esamann
Executive Vice President
and President — Midwest
and Florida Regions™

2015 ANNUAL REPORT / 3/



&‘ Piedmont
Natural Gas

“Our industry is
changing. Customer
expectations are
changing. And that
means we have to
change too.”

Lloyd Yates

Executive Vice President —
Market Sofutions and
President — Carolinas Region
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Acquiring Charlotte-based Piedmont Natural Gas will support our
strategic focus on natural gas infrastructure and comprehensive
energy solutions for customers. The transaction, expected to close by
the end of 2016, will triple our natural gas customers to 1.5 million
and provide a strong foundation for growth, '

in the 550-mile Atlantic Coast Pipeline,
announced in September 2014,
Construction is expected to begin in the
latter half of 2016, with operation to
start by late 2018. This pipeiine will
support our natural gas-fired power plants
in eastern North Carolina. In the same
strategic vein, Duke Energy announced
in May 2015 that we're investing $225
million in a 7.5 percent ownership
interest in the Sabal Trall interstate
natural gas pipeline project that will fuel
our $1.5 biilion power plant in Citrus
County, Florida, scheduled for 2018.

Like natural gas, renewable energy is
critical for our future. We had strong
solar growth in 2015, Duke Energy
Renewables, our commercial business
unit, buiit eight large solar projects

in North Carolina. Additionally, our
regulated utility in North Carolina
committed $500 million for solar
expansion in the state and built four
utility-scale solar projects.

Our solar investments have been
instrumental in making North Carolina
fourth in the nation for cumulative
installed solar capacity and number
one in the Southeast. In 2015, Google

became the first customer in the state
to announce participation in our Green
Source Rider program, which gives
customers the option to purchase
renewable energy to offset new energy
consumption. We also partnered with
the U.S. Navy on solar projects in North
Carolina and Indiana. Duke Energy

has broken ground on three solar sites in
Florida and plans up to 500 megawatts
of solar in the state by 2024.

Including its North Carclina investments,
the commercial renewables business
added 400 megawatts of wind and 200
megawatts of solar power in 2015, In all
since 2007, Duke Energy has invested
more than $4 billion in wind and solar
projects in 12 states, and we plan to
invest an estimated $3 billion more over
the next five years. In 2015, we also
closed on our majority interest in two
California companies: REC Solar, which
tailors solar solutions for businesses,
and Phoenix Energy Technologies,

which provides energy management

for businesses.

Now I'll turn to the financial resulis we
achieved last year and the long-term
value we plan to create.



Driving predictable
financial results

As a sign of confidence in the company’s
financial health, our Board of Directors in
2015 doubied the annual growth rate of
our dividend to approximately 4 percent.
We now pay more than $2.2 billion
annually in dividends and have paid

a quarterly dividend on our common
stock for 90 consecutive years.

In 2015, we delivered adjusted diluted
earnings per share of $4.54, a penny
below our guidance range of $4.55

to $4.65 per share. For reasons cited
earller, Duke Energy International
contributed only about 65 percent of
the net income we originally expected.
The strength in our core businesses,
as well as early execution on a number
of strategic initiatives, hefped us offset
this weakness.

Our total shareholder return was negative
10.8 percent in 2015, following a very
strong year in 2014 when the total
return was 26.4 percent. The utility
industry significantly underperformed the
broad market in 2015, in part, because
of the expectation of rising interest rates

and the premium valuations from
the prior year's robust performance.

The total shareholder return of the
Philadelphia Utility Index {UTY)

was negative 6.3 percent in 2015,
compared with 28.9 percent in
2014. The uncertainty around our
international business and the impact
to our long-term growth rate impacted
our overall performance in 2015
and, to a lesser extent, 2014,

As noted, we have announced our
intent to exit this business and will
work to achieve an orderly sale of
these high-quality assets.

This February, we announced our

2016 adjusted diluted eamings guidance
range of $4.50 to $4.70 per share. We
are well-positioned to meet our long-term
4 to 6 percent annual growth objective
from 2016 to 2020. This is driven

by our growth capital plan to invest
approximately $25 hillion to $30 billion
in our core businesses over the five years,
by projected annual retail load growth

of 0.50 percent, and by expansion of
wholesale power. We also plan to

hold our operating and maintenance
expenses flat through 2020,

“Doubling the dividend
growth rate in 2015
is another important
way we're committed
to meeting investors’
expectations,”

Steve Young
Executive Vice President
an¢d Chief Financial Officer
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“Safety and
pperational excellence
underpin everything
else we achieve.”

Dhiaa Jamil

Executive Vice President

and President — Regulated
Generation and Transmission

5% DUKE ENERGY

Our strong balance sheet and investment-
grade credit ratings support achieving our
financial objectives, keeping financing
costs low and maintaining highly
competitive energy prices for custormers.
Financial discipline in allocating capital
and managing expenses underpins our
ability to generate what's next for our
customers and creates fong-term value
for our investors. Daily operational
disciplfine is even more important.

Operating safely, reliably
and_efficiently

Of everything we did in 2015, I'm most
pleased by what our employees achieved
in safety and environmental performance,
following a challenging 2014, We
reduced OSHA-reportable employee
safety incidents by 20 percent and our
total incident case rate by 30 percent
over 2014, making Duke Energy a top
safety performer in the industry.

We learned from the Dan River ash spill
of early 2014. In 2015, we reduced
repartable environmental events by
more than 40 percent and made strong
progress in ¢losing coal ash basins

in ways that protect people and the

environment. Last year, we completed
extensive site assessments at all our ash
basins and developed a comprehensive
safe closure plan. We began excavating
ash at six sites in the Carolinas and
moved nearly 1 million tons. We also
successfully resolved coal ash litigation
on multiple fronts, including with the
U.S. Department of Justice.

Our diverse mix of electric generating
plants and our power delivery system
reliably met the challenging demands of
record-breaking peak load in February
2015, peak summer foads in June and
historic rainfall last fall. In 2015, our
11-unit nuclear fleet achieved a
combined capacity factor of 94.2
percent, its best mark in more than a
decade. The nuclear team'’s performance
extended our record of 90-plus percent
capacity factor to 17 years. These nuclear
stations generated more than 88 million
megawatt-hours of clean electricity

last year, saving more than 60 million
metric tons of carbon emissions. This
consistently high performance benefits
our custormers and the environment.

Our fossit and hydroelectric plants also
performed well. We saw continued



improvement at our Edwardsport
gasified-coal plant in Indiana, brought
into service in 2013 as one of the
world’s cleanest, most efficient coal-
burning plants, We also invested

$80 million to install new technology

to manitor our power plants and provide
early warning about potential
operational problems.

According to the Electric Power Research
[nstitute, we lead the industry in this
“Smart Generation” program that puts
sensors on critical plant equipment such
as boilers, turbines and transformers,

Moreover, we are greatly outpacing the
promised customer savings from fuel
efficiencies and joint power generation

in the Carolinas as a result of the July
2012 Duke Energy-Progress Energy
merger. Seventy percent of the way
through the first five years, we've already
achieved 90 percent of the $687 million
guaranteed savings.

Customers expect safe, reliable, cost-
effective operations, and that's what
we're delivering. That's not all they
expect these days, which leads me to
the rest of our transformation story.

Creating what’s next
for customers

In the fail of 2014, we initiated an
in-depth examination of the key drivers
of change in the regulated electric utility
business. These trends include new
customer expectations caused, in part,
by technology; greater energy efficiency
and slower growth in electricity demand;
strong demand for renewable energy
and natural gas; new government
policies to reduce carbon dioxide
emissions; and discussions to update
utitity regulatory models.

More than 60 of our in-house experts,
with outside advisers, studied the
implications for Duke Energy over the
next five, 10 and 15 years. This rigorous
analysis led to an integrated, market-
based strategy that places customers

at the center of all we do. Our senior
leadership team discussed, at length,
this strategic context and framework
with our Board of Directors.

Our vision is to lead the way to cleaner,
smarter energy solutions that customers

value. The Road Ahead blueprint outlines

the major strategic elements: transform
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“We earn trust by
knowing what's
right and having
the courage to
follow through.”

Julie Janson

Executive Vice President,
Chief Legal Officer and
Corporate Secretary
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“Technology is
changing how we look
at everything from
power generation
and delivery to the
customer experience.”

A.R. Mullinax
Executive Vice President —
Strategic Services

i DUKE ENERGY

the customer experfence, modernize the
power grid, generate cleaner energy, and
engage employees and stakeholders.

Our customers today expect more
convenience, control and options

than ever before, as well as even
greater reliability and value. As a
result, we developed proactive outage
communications to alert customers when
their power is out and to keep them
informed. We also launched a program
to provide energy-saving tips to
customers midway through their billing
cycles when their consumption is
trending higher than normal. We're
piloting a pay-as-you-go option and are
working on other new billing options.

To further improve the customer
experience, we're investing in a more
flexible, resilient electric grid to make
power outages increasingly rare and
service restoration faster Over time, we
will equip our power lines to manage
the growing number of small distributed
energy resources such as rooftop solar
and battery siorage. In one research
project, we installed a microgrid, solar
array and battery storage to serve a
Charlotte fire station,

I'm proud that Duke Energy has become
a leader in helping design the power grid
of the future. In 2015, Greentech Media
recognized Duke Energy for being one

of the most innovative firms working

to build the electric power industry’s
future ~ citing, for example, our work to
enable the grid to exchange data with
different devices from many vendors.

Another integrated part of our strategy is
to continue making our power generation
portfolio less carbon-intensive - béyond
the 26 percent reduction in emissions
we've already achieved since 2005,

We are shifting the generation mix to
more natural gas and renewable energy,
complementing our carbon-free nuclear
fleet. We will also need greater operational
flexibility in our interconnected system of
plants as more solar energy comes on line
and we need to quickly ramp our other
production up or down depending on the
available sunlight.

Finally, our strategy requires us to mobilize
the ideas and talents of all cur employees
and collaborate effectively across
organizational boundaries. Externally, we
will work with diverse stakeholders to
update the regulatory rules, as needed,




to benefit all customers and adapt to the throughout our six-state service area,

changes occurring in the market, Cur “K to Career” philanthropic initiative
provides a strong focus on science,

I'm excited about what this new technology, engineering and mathematics

strategy will mean for our customers, {STEM) education and workforce

investors and employees and how it will preparedness. Also, our employees

position Duke Energy for agile leadership vojunteered more than 21,000 hours

in a world of accelerating change. of community service.

Advancing what’s next We worked closely with many regional

for communities. community groups and interested parties
to secure the November 2015 federal

We're also helping communities build approval of Duke Energy’s license to

a brighter future beyond just electric manage the Catawba River for 40 more

power — from economic devefopnient years. We operate 23 powerhouses and

to philanthropy, volunteerism and 11 reservoirs in the Carolinas along

environmental sustainability. this 225-mile stretch of the river. The
Catawba River basin provides enarmous

In partnership with our state and local economic and recreaticnal benefits for

ecenomic development agencies, Duke the entire region.

Energy helped recruit more than $3.5
billion in capital investment and 12,000 Qur communities are important to us,

jobs to our service territories in 2015, and when they speak, we listen. That
This included a diverse mix of industries, happened with our $1 hillion Western
such as automotive, aerospace, food Carolinas Modernization Project
and beverage, life sciences, advanced announced in May 2015. Qur plan to
manufacturing and data centers. supply the region's growing power

needs in a clean, efficient way included
in 2015, the Duke Energy Foundation retiring a coal-fired plant, building a
donated more than $30 million natural gas plant and a solar facility, and
in charitable gifts to communities expanding our transmission capabilities,

“To me, being an
industry leader requires
engaging all employees
and working
constructively with
all stakeholders.”"

Melissa Arderson
Senior Vice President
and Chigf Human
Resources Officer
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When residents raised concerns about the siting of
the new transmission line, we paused, listened and
took a closer fook. After our engineers reconfigured
the project, we gained widespread support.

For the 10th consecutive year, Duke Energy was
named to the Dow Jones Sustainability Index for
North America, one of only four electric utilities in
2015. This index identifies top performers in each
husiness sector based on environmental, economic
and social criteria.

Navigating the road ahead.together .

As | reflect on Duke Energy at this juncture in our
112-year journey, I'm energized by the strategic
challenge and leadership opportunity. We're serving
a population of 24 million during a period of
transformative change. Our 29,000 employees live
at the intersection of diverse external expectations
for how we operate our business today and what
path and pace we chart for tomorrow.

| see and engage with a wide spectrum of people
with a stake in our company’s success. Our
industrial cusiomers want flawless power reliability
at a glabally-competitive price. Low- and fixed-
income customers worry about any increase in their
monthly bill, while others are willing to pay more for
new, innovative services, and some customers want
only solar or wind energy. State and federal officials
view us through their own lens, influenced by the
characteristics of their jurisdiction. Civic leaders
seek economic development and support for
education. Finally, our shareholders seek attractive,
predictable returns,

% 14y DUKE ENERGY
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| learn from these outside-in perspectives, and
welcome the opportunity to find common ground
and discuss what Duke Energy is doing to shape
the future and why. Likewise, | populate my
calendar with diverse internal engagements to hear
the views of our leadership teams and front-line
employees. During these informal conversations
and field visits, we discuss safety (always safety),
customer expeciations and operational issues.
We aiso talk about change in our industry and
our strategic response.

The passion for being part of something big and
important is paipable, and I'm encouraged that
we're embracing our accountability for performance
today and our shared vision for the future we will
create. Together, we're navigating a bold journey

to what's next.

For all the candid feedback, innovative thinking and
heraic commitment, 'm deeply grateful. I'm also
thankful for the invaluable guidance and support
from our actively engaged Board of Directors, and
for the collaborative, forward-thinking leadership

of my senior management team. They make me a
better leader and our company stronger.

Lynn J. Good

Chairman, President and
Chief Executive Officer
March 4, 20186
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Regulated Utilities

Generation Diversity (percent owred capacity)

38‘% Naﬁsrai Gas/Fuel Qil
33?%} Coal
18% Nuclear

?% Hydra and Salar -

Generated (net autput gigawatt-hours [GWH)?

36% Ceal

34% Nuclear-

2% Natural Gas/Fuel 01
156 Hydro and Solar-

Customer Diversity (n billed GWn sales)?

33% Residential
31% General Services.
S tndustrial
15% wnolesale/Other

Regulated Utilities consists of Duke Energy's regulated
generation, electric and-natural gas iransmission and

- distribution-systems. Repulated Utifities peneration portfolio is
a balanced mix of energy resources having different operating
characteristics and fuel sources designed to provide energy at
the lowest possibte cost.

Electric Operations

m Jwns approximately 50,200 megawatts (MW) of
generating capacity

w Service area covers abhout 95,000 square miles with
an estimated. poputation of 24 milfion

m Service to approximately 7.4 miltion residential,
commercial and industrial customers

m 263,300 miles of distribution lines and a
32,300-rnile transmission system

Natural Gas Operations

m Regulated natural gas fransmission and distribution services
ta approximately 525,000 customers in southwestern Ghio
and nosthern Kenfucky ’

A5 of December 31, 2015,

" For e year-ended Dacemiber 31, 2015,

Commercial Partfolia

Generation Diversity (percent owned capacity)!

1@@% Ren.ewable

Commercial Portfolio primarily builds, develops, and operates
wind and solar renewable generation and energy transmission
arojects throughout the continental U.S. The portfalio includes
nonregulated renewable energy, electric transmission, natural
gas infrastructure and energy storage businesses.

Comimerciat Portfolio’s renewable energy includss utility-scate

" wind and solar generation assets which total more than 2,500

MW across 12 siates from more than 22 wind farms and 38
commercial solar farms. Revenues are primarily generated by
selling the power throtgh long-term contracis to utilities, electric
ceeperatives, municipalities, and other customers,

m Duke Energy-currently has about 1,950 MW of wind and solar
energy in operation (pie chart excludes 538 MW, which are -
from equity invesiments)

International Energy

Generation Diversity (percent owned capacity)!

?@% Hydra:
2 2% Fuel il
6% Natural Gas

2% Coal

international Energy principally operates and manages power
generation facilities and engages in sales and marketing of etectric
power, natural gas, and natural gas liquids outsice the U.S. Its
activities principally target power generation in Latin America.
Additionally, International Energy owns a 25 percent inferest in-
Nattonal Methanal Company (NMC, a large regional producer of
methanol and methyl tertiary butyl ether (MTBE) located in Saudi
Arabia, In February 2016, Duke Energy announced it intends to
exit its International Energy business segment, excluding the
investment in NMG,

w Owns, operates or has substantial interests in approximately
4,300 net MW of generation facilities

m Nearly two-thirds of International Energy's generating
capacity is hydroelectric
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From left to right: fim Hance Jr., Ann Maynard Gray, Jimi Hyler Ir., Jim Rhodes. Dan DiMicca, fohn Forsgren, Carlos Saladrigas, Lynn Good,
Jehn Herron, Marie McKee, Harris Deloach ir., Bill Kennard, Dick Meserve, Michael Browning, Charles W. Meorman and Michael Angelakis,

Michael i, Angelakis
Chairman and Chief Executive Officer — Atairos
Management

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

Member, Audit Commities, Finance and Risk
Management Committee
Director of Duke Energy since 2815

Michael G. Browning
Chairman - Browning Consolidated, LLC

Independent Lead Director

Membar, Audit Committee, Corporate Governance
Cammittee, Finance and Risk Management Comiittee,
Director of Duke Eneigy since 2006

Harris E. DeLoach Jr

Executive Chairman — Sonoco Products Company
Member, Corporate Governance Gommitlee,

Nuclear Oversight Committee

Direcior of Buke Enargy since 2012

Daniel R. {Dan) DiMicco
Chairman Emeritus, Retired President and Chief
Executive Officer — Nucor Corporation

Member, Corporate Governance Commities,
Nuclear Oversight Committee
Director of Duke Energy since 2007

John H. Forsgren

Retired Vice Chairman, Executive Vice President
and Chief Financial Officer — Northeast Utilities
Member, Finance and Risk Management Gommtitice,
Nuclear Gversight Committee

Director of Duke Enargy since 2009

Lynn ). Good
Chairman, President and Chief Executive Officer —
Ouke Energy Corporaticn

Director of Duke Energy since 2013
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Chair, Corporate Governance Commitles

Member, Compensation Commitiee, Finance and Risk
Management Commitfee

Director of Duke Energy since 1997

James H, {Jim) Hanca Jr.
Retired Vice Chairman and Chief Financial
Qfficer - Bank of America Corporation

Chair, Finance and Risk Management Commitlee
Member, Audit Commitiee, Compensation Committee
Director of Duke Energy since 2005

John 1. Herron _

Retired President, Chief Executive Dffiger and
Chief Nuclear Dfficer ~ Entergy Nuclear
Member, Nuclear Gversight Commitlee, Regulatory
Policy and Operations Committee

Dirsctor of Buke Energy since 2013

James B. {Jim) Hyler Ir.
Managing Director — Morehead Capital
Management, LLC

Chair, Regulatary Policy and Gperations Compmitfee
Member, Audit Commities, Finance and Risk
Management Committeg

Director of Duke Energy since 2012

William E, (Bill) Kennard
Nor-Executive Chairman — Velocitas Partners, LLG

Member, Corporaie Governance Committee, Finance
and Risk Management Commitiee, Regulatory Policy
and Operations Commitiee

Director of Duke Energy since 2014

E. Marie McKee
Retired Senior Vice President— Corning, Incorporated

Chair, Compensalion Commiltee

Member, Audit Committes, Corporate Governance
Comimittee

Director af Duke Energy since 2012

Richard A. (Dick) Meserve

President Emeritus, Carnegie Institution for Science
Mermber, Nuclear Oversight Committes, Regulatory Folicy
and Operations Commitiee

Director of Duke Energy since 2015

Charles W. (Wick) Moorman IV
Retired Chairman and Chief Executive
Officer — Norfolk Southern Corparation

Member, Nuclear Guersight Committee
Director of Duke Energy since 2016

James T. (Jim) Rhodes
Retired Chairman, President and Chief Executive
Officer — [nstitute of Nuclear Power Operations

Chair, Nuclear Oversight Commities
Member, Regufatory Policy and Operations Committee
Dirsctor of Duke Eneigy since 2001

Carlos A. Saladrigas
Chairman — Regis HR Group and
Chairman ~ Congordia Healthcare Holdings, LLC

Chair, Audit Committee

Member, Compensation Committee, Regulatory Policy
and Operations Committee

Director of Duke Energy since 2012
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FORWARD-LOOKING INFORMATION

This document includes forward-looking statements within the meaning
of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934, Forward-looking statements are based on management's
beliefs and assumptions and can often be identified by terms and phrases that
include “anticipate,” “believe,” “intand,” "estimate,” “expect,” “continug,"
“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 facters includa, bui are not limited
to: state, federal and foreign legislative and regulatory initiatives, including
costs of compliance with existing and future environmental requirements o
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 regulations related to
coal ash, including amounts for the required closure of certain ash basins, are
uncertain and difficult to estimate; the ability to recover eligible costs, including
amounts associated with coal ash hasin asset retirement ohligations and
future significant weather events, and 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 Duke Energy Corporation, Duke Energy Carolinas, LLC,
Progress Energy, Inc., Duke Energy Progress, LLC, Duke Energy Florida, LLC, Duke
Energy Ohio, Ing. and Duke Energy Indiana, LLC (collectively, the Duke Energy
Registrants) may be different fram 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 oF customer
hrases resulting from variations in customner usage patterns, including energy
efficiency efforts and use of altemative energy sources, including self-generation
and distributed generation technologies; advancements in technology; additional
compeition in electric markets and confinued industry consolidation; political,
economic and regulatory uncertainty in Brazil and other couniries in which
Duke Energy conducts business; 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; 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 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,
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; 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
dacommissioning érust funds; construction and development risks associated with
the completion of Duke Energy Registrants’ capital investment projects, including
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isks refated to financing, obtaining and complying with terms of permits, meeting
construction budgets and schedules, and satisfying operating and environmental
performance standards, as well as the ability to recover costs from 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 defautt of other participants; the
ability to contref operation and maintenance costs; the [evel of creditworthiness
of counterparties to transactions; employee workforce factors, including the
potential inability to attract and retain key persennel; the ability of subsidiaries to
pay dividends or distributions to Duke Energy Corporation holding company (the
Parent); the performange of projects undertaken by our nonregulated businasses
and the success of efforts to invest in and develop new opportunities; the effect
of accounting pronouncemants issued periodically by accounting standard-
setting bodies; the impact of potential goodwill impairments; the ability fo
reinvest prospective undistributed earnings of foreign subsidiaries or repatriate
such earnings on a tax-efficient basis; the expected timing and likelihood of
completion of the proposed acquisition of Piedmont Natural Gas Company, Inc.
(Piedmont), including the timing, receipt and terms and conditions of any required
governmental and regulatory approvals of the proposed acquisition that could
reduce anticipated benefits or cause the parties to abandon the acquisition, and
under certain specified circumstance pay a termination fee of $250 million, as
weil as the ability to successfully integrate the businesses and realize anticipated
benefits and the risk that the credit ratings of the combined company or its
subsidiaries may be different from what the companies expect; and the ability to
successfuily complete future merger, acquisition or divestiture plans.

Additional risks and uncertainties are identified 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 avents 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; 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.

NON-GAAP MEASURES

Adjusted Earnings and Adjusted Diluted Earnings per Share (“EPS™)

Duke Energy's 2015 Annual Report references 2015, 2014 and 2013
Adjusted diluted EPS of $4.54, $4.55 and $4.36, respectively.

Management evaluates financial performance in part based on the
non-GAAP financial measures, adjusted earnings and adjusted diluted EPS.
These items are measured as income from continuing operations net of
income {loss) attributable to noncontrolling interests, adjusted for the dollar
and per share impact of mark-to-market impacts of economic hedges in
the Commercial Portfolia segment and special items including the operating
results of the Disposal Group classified as discontinued operations for
GAAP purposes. Special items represent certain charges and credits, which
management believes will not be recurring on a regular basis, although it is
reasonably possible such charges and credits could recur. Operating results
of the Disposal Group sold to Dynegy are reported as discontinued operations,
including a portian of the mark-to-market adjustments associated with
derivativa contracts. Management believes that including the operating resuits
of the Disposal Group reported as Discontinued operations better reflects its
financial performance and therefore has included these results in adjusted



earnings and adjusted diluted EPS pricr to the sala of the Disposal Group.
Additionaily, as a result of complefing the sale of the Disposal Group during the
secand quarter of 2015, state income fax expense increased as state income
tax apportionments changed. The additional tax expense was recognized in
Continuing Operations on a GAAP hasis. This impact to state income taxes has
been excluded from the Commercial Partfolio segment for adjusted diluted EPS
purposes as management believes these impacts are incidental to the sale of
the Disposal Group. Derivative coniracis are used in Duke Energy's hedging

of a portion of the economic value of its generation assets in the Commercial
Portfolio segment, The mark-to-market impact of derivative contracts is
recognized in GAAP earnings immediately and, if associated with the Disposal
Group, classified as discontinued operations, as such derivative contracts do
not qualify for hedge accounting or regulatory treatment. The ecanomic value
of generation assets is subject to fluctuations in fair value due to market

price volatility of input and output commodities (e.g., coal, electricity, natural
gas). Economic hedging involves both purchases and sales of those input and
output commodities related to generation assets, Operations of the generation
assets are accounted for under the accrual method. Management believes
excluding impacts of mark-to-market changes of the derivative contracts from
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adjusted eamnings until settlemant better matches the financial impacts of
the derivative contract with the portion of economic value of the undezlying
hedged asset. Management believes the presentation of adjusted earnings and
adjusted diluted £PS provides useful informatien o investors, as it provides
them an additional refevant comparison of Duke Energy's performance across
periods. Management uses these non-GAAP financial measures for planning
and forecasting and far reporting results to the Duke Energy Board of Directors,
employees, shareholders, analysts and investors concerning Duke Energy's
financial performance. Adjusted diluted EPS is also used as a basis for
employee incentive bonuses. The most directly comparable GAAP measures for
adjusted eamnings and adjusted diluted EPS are Net Income Attributable to Duke
Energy Corporation and Diluted EPS Attributable to Duke Energy Corporation
commaon shareholders, which include the dollar and per share impaet of special
items, mark-to-market impacts of economic hedges in the Commercial Portfolio
segment and discontinued operations.

Duke Energy’s adjusted earnings and adjusted diluted EPS may not be
comparable to similarly titled measures of another company because other
entities may not calculate the measures ir the same manner.

The following is a reconciliation of net income and diluted EPS to adjusted income and adjusted diluted EPS for 2015, 2014 and 2013:

Years Ended December 31,

015 2014 2013

Per Diluted Per Diluted Per Diluted
(in millions, except per share amounts} Amount Share Amount Shara Amount Share
Adjusted eamings $3,152 $4.54 $3,218 $4.55 $3,080 $4.36
Cost savings initiatives {88) {0.13) — e — —
Costs fo achieve mergers (60) (0.09) (127) (0.18) (184) (0.26)
Edwardsport settlament {58) (0.08) — — — o
Ash basin settlement and penalties (11) {0.02) (102 (0.14) — —
[nternational tax adjustment — — (373) {0.53) — —
Assat impairment - -_ (59) {0.08) — —
Economic hedges {mark-to-market) —_ — (6 {0.01) — —
Assat sales — — 9 0.01 50 0.07
Crystal River Unit 3 charges — — — — (215 (030
Nuclear development charges — — — — 6] (0.08)
Litigation reserve — —_ — — () 0.0}
Discontinued operations (119) 017 (677 {0.96) 5 —
Net income attributable to Duke Energy Corporation $2,818 $4.05 $1,883 $ 266 $2,665 $3.76

Adjusted Diluted EPS OQutlook

Duke Energy's 2015 Annual Report also references Duke Energy's
forecasted 2015 adjusted diluted EPS outlook range of $4.55 to $4.65 per share
and the forecasted 2016 adjusted diluted EPS outlook range of $4.50 to $4.70
per share. The materials alse reference the growth range for 2016 to 2020 of 4 fo
6 percent in adjusted diluted EPS {on a compound annual growth rate (“CAGR")
basis). Adjusted diluted EPS is a non-GAAP financial measure as it represents
diluted EPS from confinuing operations attributable to Duke Energy Corporation
shareholders, adjusted for the per share impact of special items and the mark-
to-market impacts of economic hedges in the Commercial Portfolio segment (as
discussed abave under Adjusted Diluted EPS}. Due to the forward-looking nature
of this non-GAAP financial measure for future periods, information to reconcile it

to the most directly comparable GAAP financial measure is not available at this
time, as management is unable to project all special items or mark-fo-market
adjustments for future periods. The earnings guidance range assumptions for
2015 include a half year of earnings contributions from the Disposal Group.
Irespective of discontinued operations accounting treatment, operating results
from the Disposal Group remain in Duke Energy's adjusted diluted EPS and
adjusted segment income prior to the sale in April 2015,

Business Mix Percentages

Duke Energy's 2015 Annual Report also references the 2016 forecasted
adjusted segment income as a percentage af the total forecasted 2016 adjusted
net income (i.e., business mix). The materials also reference the historical



approximate 25 percent exposure to more volatile eamings business mix prior
to the Progress Energy merger based ¢n adjusted segment ineame and adjusted
Other net expense for the yeai-to-date period ended December 31, 2011.

Adjusted segment income and adjusted Other net expense are non-GAAP
financial measures, as they represent reported segment income and Other
net expense adjusted for special items and the mark-to-market impacts of
economic hedges in the Commercial Portfolio segment (as discussed above
under Adjusted Diluted EPS). Management believes that the presentation of
adjusted segment income and adjusted Other net expense provides useful
information to investors, as it provides them an additional relevant comparison
of a segment’s or Other's performance across periods, The most directly
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comparable GAAP measure for adjusted segment income or adjusted Other net
expense s reported segment income or Other net expense, which represents
segment income and Other net expense from continuing oparations, including
any special items and the mark-to-market impacts of economic hedges in

the Commercial Portfolio segment. Due to the forward-looking nature of any
forecasted adjusted segment income or adjusted Other net expense and any
related growth rates for future periods, information to reconcile these non-GAAP
financial measures to the most directly comparable GAAP financial measures
is not available at this time, as the company is unable to forecast all special
items, the mark-to-market impacts of economic hedges in the Commercial
Portfolio segment, or any amounts that may be reported as discontinued
operations for future periods.

The following is a reconciliation of segment income, net income and diluted EPS to adjusted segment income, adjusted income and adjusted diluted EPS for 2011:

Year Ended December 31, 2011

Total Eliminations/ Per

Regulated International Commercial Reportable Discontinued  Duke Diluted

(in millions, except per share amounts) Utilities Energy Portfolio Segments Other  Operafions Energy Share
Adjustad segment income/Adjusted Earnings $1316 $ 466 $ 186 31568 $2) $ — 51,966 $ 443
Midwest gensration operations — — {251) (291 8 283 — —
Edwardsport impairment (135) — — (135) — — (135) (0.30)
Costs to achieve mergers — — — — {51) — (51) .12
Economic hedges {mark-to-market) — —_— {2 @ - e 3] (0.01)
Discontinued opezations —_ - - - — (72 (72 017
Snﬁifzﬂi'rg"c";fpgf:;f:‘*t income Attibutable §1,181 $ 468 $107) §150 W49) $201 $1706  $ 383
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1-32853 DUKE ENERGY CORPORATION 20-2777218
{a Delaware Garporation) 550 Seuth Tryon Strest
Charlotte, NC 28202-1803 704-382-3853
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CAUTIQNARY STATEMENT REGARDING FORWARD-LOQKING INFORMATION

This document includes forward-loaking statements within the meaning of Section 27A of

the Securities Act of 1933 and Section 2LE of tha Securities Exchange Act of 1934, Forward-logking
statements are based on management's beliefs and assumptions and can often be identified by

lerms and phrases that include “anticipate,” “believe,” “intend,
“should,” “could,” “may,
“guidance,

" o

‘astimate,” "expect,” “continue,”
plan,” “project,” “predict,” “wili," “potential” “forecast,” “target,”
outlook” or other similar terminology. Various factors may cause actual results to be

na ERU "o Mo,

nu

materially different than the suggested outcomes within forward-looking statements; accardingly,
there is no assurance that such resuits will be realized. These factors include, but are not lirmited to:

+ State, federal and foreign legislative and regulatory initiatives, incluing costs of camplianca
with existing and future environmental requirements or climate change, as well as rufings that
affect cost and investment recovery or have an impact on rate structures or market prices;
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= The extent and timing of costs and liabilities to comply with federal and state laws,
reguiations, 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 recaver eligible costs, including amounts associated with coal ash mitigation
such as coal ash impoundment retrement cbligatians and cost related to significant weather
events, and eam an adequate return oninvestment through the regulatory process;
» The costs of decommissianing Crystal River Unit 3 and ather nuclear faciities could prove to
be mare extensive than amounts estimated and all costs may not be fully recoverable through
the regulatory process;
Credit ratings of the Duke Energy Registrants may be different from what is expected;
Costs and effects of legal and administrative proceadings, setllements, investigaticns
and claims;
Industrial, commercial and residential growth or decline in service territories or customer
bases resulting from variations in customer usage pattems, 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 bo promote and expand the
use of enasgy efficiency measures and distributed generation technologies, such as rooftop
stlar and battery storage, in Duke Energy senvice territories could result in customers leaving
the electric distribution system, excess generation resources as well as stranded costs;
Advancemants in technology;
Additional competition in electric markets and continued industry consclidation;
Palitical, ecenomic and regulatary ungertainty in Brazil and other countries in which
Duke Energy conducts business;
The influence of weather and other natural phenomena on operations, including the
economic, operational and athes effects of severe storms, hurricares, droughts,
earthquakes and tornadoes;
The ability to successiufly operate electric generating facllities and defiver electricity to
customers inclucing direct or indirect effects to the company resulting from an incident
that affects the U.S. glactric grid or generating resaurces;
The impact on facilities and business from a tarrorist attack, cybersscurity threats, data
security breaches, and other catastrophic events such as fires, explosicns, pandemic
health events or other similar occurrences;
The inhierer? risks associated with tha operation and potential construction of nuclear
factlifies, including environmental, haalth, safety, regulatory and financial risks;
The timing and extent of changes in commaodity prices, interest rates and foreign cumrency
exchanga rates and the ability to recovar 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 can be affected by various factors, including credit ratings, intarest rate
flugtvations and general economic conditions;
Daclines in the market prices of equity and fixed income securities and resuitant cash
funding requirements for defined benefit pension plans, other post-retirement banefit
plans, and ruclear dacommissioning trust funds;
Constructian and develapment risks associatad with the completion of Duke Energy
Registrants’ capital investment projects, including risks refated to finanging, abtaining
and complying with terms of permits, meeting construction budgets and schedules, and
satisfying eperating and environmental performance standards, as well as the ability to
recover costs from customers in a timely manner or at all;
Changes in rules for regional transmission osganizations, including changes in rate
designs and new and evolving capacity markets, and risks relatad to obligations created
by the default of other participants;
The ability to control operation and maintenance costs;
The fevel of creditwarthiness of counterparties to transactions;
Employae workforce factors, including the potentia! inability 1o attract and ratain key
personnel;
The ability of subsidiaries to pay dividends or distributions to Duke Energy Corporation
helding company (the Parent);
The performance of projects undertaken by our nonregulated businesses and the
success of efforts fo invast in and develop new opportunities;
The effect of atcounting pronouncements issued periodically by accounting standard-
setting bedies;
The impact of potential goodwill impairments;
The ability to reinvest prospective undistributed earnings of foreign subsidiaries or
rapatriate such earnings on a tax-effigient basis;
The expected timing and likelihcod of completion of the proposed acquisition of Piedmant
Natural Gas Company, Inc. (Piedmont), including the timing, receipt and terms and
conditions of any required gavernmental and regulatory apgrovals of the propesed
acquisition tha could reduce anticipated benefits or cause the parties to abandon
the acquisition, and under certain specified circumstance pay a tarmination fee of
$250 millicr, as well as the abifity to successfully integrate the businesses and realize
anticipatad benefits and the risk that the credit ratings of the combined company or its
subsidiaries may be different from what the companies expect; and

+ The ability to successfully complete future merger, acquisition or divestitura plans.

Addltional risks and uncertainties are identified and discussed in the Duke Energy

Registrants' reparts 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 tha forward-locking state-
ments might nat occur or might accur fo a different extent or at a different time than described.
Forward-looking statements spaak only as of the date they are made; 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,

-

.
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Glossary of Terms
The following terms or acronyms used in this Form 10-K are defined below:
Term or Acrenym Definition Term or Acronym Definition
the2010Plan................ Duke Energy’s 2010 Long-Term Incentive Ptan Creseent ...........oeeneat. Crescent Resources LLC
the 2012 Edwardsport settlement. .. Settiement agreement in 2012 among Duke Crystaf River Unit3............ Crystal River Unit 3 Nuclear Plant
Energy Indiana, the Office of Utility Consumer P
Counselor, the Duke Enesgy Indiana Industrial CSA. . Cumprehenswle Site Alssessment
Group and Nucer Steel-Indiana CSAPR. ..ot Cross-State Air Pollution Rule
the 2012 Settiement . .......... Settlement agreement in 2012 among Duke L Combustion Turbine
Energy Florida, the OPC and other customer CWA Clean Water Act
advocates - -
. D.C. Circuit Court.............. U.S. Court of Appeals for the District of
the 2013 Settlement ........... Settlement agreement in 2013 among Duke Cotumbia
Energy Florida, the OPC and other custo . )
agmgtes” 2 an customer DEBS......cooviiiiiiannn, Duke Energy Business Services, LLC
ACP Atlantic Coast Pipeline DECAM .....cooiviiinn. Duke Energy Commercial Asset Management,
........................ LLC
AFUDC.......... ...l Allowance for Funds Used During )
Canstruction DECS......oovniiiiiinn, Duke Energy Corporate Services
BHES. Assets held for sale DEFR.........ol Duke Energy Florida Receivables, LLC
BU Administrative Law Judge DEGS......coviiniiiins Duke Enargy Generation Services, Inc.
BNEEL......ovveriinnnn, Brazilian electricity regulatory agency DEIGP ..o g::‘:ngg;g:rrll';tg‘rtiuna' Geracao
BOCH . .o Accumulated Other Comprehensive Income . ) »
P o Deloitte oo vvev v viiraniiines Deloitte & Touche LLP and the member
ASRP....oo Accelerated natural gas service fine firms of Deloitte Touche Tohmatsu and their
replacement program respactive afiiliates
AU Accounting standard update DEPR. .o eeee e, Duke Energy Prograss Receivables, LLC
Board of Directors . ............ Quke Energy Board of Directors DERF. .., Duke Energy Receivables Finance Company,
BiSOm. ..o Bison Insurance Company Limited e ’
BrUNSWICK . . e Brunswick Nuclear Piant Disposal Group ...........ov Duka Energy Ohio’s nonregulated Midwest
. generation business and Duke Energy Retaik
CAA. ... Clean ATrAct Sates, LLC
CAIRl ....................... C!eafl Alrlnterstsfte Rule DOE. . UUS. Department of Energy
Calping ... Calpine Corporation . DOMIMION. + v veeeeevvenees, Dominion Resources
Catawba SRRAENEERLEEE Catawba Nluclear Station . DSM oo Demand Side Management
Catawba Riverkeeper........... Catawba Riverkeeper Foundation, Inc., Duke Energy. . ....coooveennns Duke Energy Corparation {collectively with its
GO Combined Cycle subsidiaries)
COR. e Coal Combustion Residuals Duke Energy Audit Commiitee . ... Audit Committee of the Beard of Directors
I 1 Carbon Capiure and Sforage Duke Energy Carolinas. ......... Duke Energy Carolinas, LLC
CECPCN. .........oooeeat. . Certificate of Environmental Compatibility and Duke Energy Defendants ......... Several current and former Duke Eneray
Public Canvenience and Necessity officers and directors named as defendants
CED. e Chief Executive Officer in the Consolidated Complaint
. . . I Duke Energy Florida, ........... Duke Energy Florida, LLC (formerly Duke
Cinergy ...oovveeviviieen, Cinergy Corp. {collectively with its ;
nergy stjbsi%kifariess ¢ VEly Wi | Energy Florida, Inc.)
co Carban Dioxide Duke Energy Indiana ........... Duke Energy Indiana, Inc. (subsequently Duke
C ZIAAt ................. North Carolina Coal Ash M t Act of Energy Indiana, LLG
PalAshACt ....oovee 28 14 aroina Loal Ash Management ACL 0 Duke Energy Kenfucky.......... Duke Energy Kentucky, Inc.
Coal Ash Commission ....... ... Coal Ash Management Commissian Duke Energy Ohig. ............. Duke Energy Ohio, Inc.
11 Combined Canstructicn and Operating Duke Energy Progress .......... Duke Energy Progress, LLC (formerly Duke
License Energy Progress, Inc.)
the Company. ................ Duke Energy Corporation and its subsidiaries Duke Energy Registrants ........ Duke Energy, Duke Energy Carolinas, Progress
Energy, Duke Energy Progress, Duke Energy
Consolidated Complaint. ........ Corrected Verified Cansalidated Shareholder Florida, Duke Energy Ohio and Duke Erergy
Derivative Complaint Indiana
CPCN. . Certificate of Public Convenience and Duke Energy Retail............. Duke Energy Retail Sales, LLC
Necessity DukeMet. ...........covvvnn DukeNet Communications Holdings, LLC
CPP. e Clean Power Plan
Dynegy. .. .ooeeiiiiniiins Dynegy Inc.

CRC. ..o Cinergy Receivables Campany, LLC
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EE e Energy efficiency Joint Intervenors .............. Intervenars in matters related to the
: . : Edwardsport IGCC Plan, including the Citizens
BGU. .o Electric Generatl'ng Un!ts . Action Coalition of ndiana, Inc., Sierra Club,
EP. v Progress Energy's Equity Incentive Plan Inc., Save the Valley, Inc. and Valley Watch, Irc.
BLG. .o Edfluent Limitation Guidelines KPSC. v ieeeiees Hentucky Pubtic Service Commission
EMC. ...t North Qarplina Environmental Management KY o, Hilovalt
CnSmrEms's:nn Protect KWh.. ..o Hilowatt-hour
EPR . u. ) nw.mnrnenta fotection Agency i Lee Nuclear Station............ William States Lee [ Nuclear Station
EPC.... Engineering, Procurement and Construction - .
agreement LoV o Duke Energy Flnnlda s proposed nuclear plant in
. s Levy County, Florida
EPS oo Earmings Pe.r hare ] Legacy Duke Energy Divectors . ... Members of the pre-merger Duke Energy Soard
B8P 2014 Electric Security Plan of Diractors
ETR. i Effective fax rate LIBOR ...oe e London Interbank Offerad Rate
Exchange Act................. Exchange Act of 1934 Leng-Term FERC Mitigaticn .. .. .. The revised market power mitigation plan
FASB . ..o Financial Accounting Standards Board related o the Progress Energy merger
[ Federal Energy Regulatory Commission MATS. .o Mearcury and Air Toxics Standards (previously
) ] ) & Hegulalory referred to as the Utility MACT Rule)
Fitch . o.oooe it Fitch Ratings, Inc. Mef Thousand cubic feet
! T [ and cubic fee
FMIO. .o Florida Municipal Jaint Owners — city of ) . .
Ocala, Orlando Utiiities Commission, city of McGuire..................... MeGuire Nuclear Station
Gainesville, city of Leesburg, Kissimmee Utility — mGP....................... Manufactured gas plant
Authority, Utilities Commission of City of New N
Smyrna Beach, city of Alachta and city of T Midcontinent Independent System Operator, Inc.
Bushnall MMBtu ...l Million British Thermal Unit
FormS-3.........0ciiiiint, Registration statement Moody's .........ooeeninnnt Moody's Investors Service, Inc.
FPSC. e Florida Public Service Commissicn MIBE.......ocvviiiiis Methyl tertiary butyl ether
3 Federal Trade Commission MTEP. ..., MISO Transmission Expansion Planning
1 Financial transmissicn rights MW . e Megawatt
GAAP. ... Geperally Accepted Accounting Principles in the MVP. ... Multi Value Projects
United States MWh e Megawatt-hour
Gas Settlement ............... Settlement agreement in 2G13 among Cuke ;
Energy Ohio, PUCO Staff and intervening parties NASDAQ.........oovvennets Nasdaq Cnr.nposﬁe
GHG Greenhouse Ga NCDEQ ..ot North Carolina Department of Environmental
"""""""""""" eennause Las Quality (formerly the North Carclina Department
GPC.. .. Georgia Power Company of Environment and Natural Resources)
GWh .o Gigawatt-heurs NCEMC ... North Carolina Electric Membership Corporation
Haris ....oovveeeneea Shearon Harris Nuclear Plant MCEMPA .............ccvatil. North Carolina Eastern Municipal Power Agency
HBOSB ... North Caralina House Bill 998, or the North 1 Florida's Nuclear Cost Recovery Clause
Carolina Tax Slmp'lflcatlﬂﬂ and Rate Reduction NCSC Narth Carolina Suprerne Court
pt T NGSC
) . NCUC ... North Carolina Utilities Commission
Hines. ..o Hines Energy Complex .
, NCWARN ................... N.C. Waste Awareness and Reduction Netwark
AP State Environmental Agency of Parana o
IBAMA. ..................... Brazil Institute of Environment and Renewable NOTF. o, Nuclear decommissioning trust funds
Natural Resources NEIL .o Nuclear Electric Insurance Limited
BNR ..o, Incurred but not yet reported NMC ..o National Methanol Company
IC Internal combustion NOL...oooviii Net operating loss
[GOC . Integrated Gasification Combined Cycla NOY..o Notice of violation
Interim FERG Mitigation......... Interim firm power sale agreements mitigation NO o Nitrogen oxide
plans related to the Progress Energy merger NPNS. . o Normat purchase/normal sale
IRP ...l EEREREEeS Integrated Resource Plans NRC...ooi i US. Nuclear Regutatory Commission
RS .o Internal Revenue Service NSR. o New Source Review
ISFSI. .o Independent Spent Fuel Storage Installation NWPA o Nuclear Waste Palicy Act of 1982
IS0 oo Independent System Operator NYSE. ..o, New York Stock Exchange
MC. e Investment Tax Credit OCOMEE oo Oconee Nuclear Station
|URC ....................... |ndiana Uhllty Regulatﬂry Cﬂmmission OhioEPA........c i, Dhio Enviranmental Pmtection Agency
Investment Trusts ............. Grantor trusts of Duke Energy Progress, Duke | T Florida Office of Public Counsel
Energy Florida and Duke Energy Indiana
& uke Energy Ind OPEB. .. Other Pst-Retirement Benefic Obligations

DA Joint Dispatch Agreement
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Qsprey Plant acquisition , ... .... Duke Erergy Flerida's preposed acquisition of SEC. . Securities and Exchange Commission

Calpine Corporation's 399 MW combined-cycle g Southern Environmental Law Center

natural gas plant in Auburndalg, Florida s ) ‘t‘! """""""""" l ; .y i o

) I egment ncome . ............. ncome fram continuing operations ne

QUCC..........oceeii Office of Utility Consumer Counselor income attributabte to noncantrolling interests
OVEC. ..o Ohia Valey Electic Corporation S0, e Sulfur dioside
theParent................... Duke Energy Corpnratllnn Holding Cemgany SoaCtra ERGTEY ..o Spectra Energy Carp.
PESC....ovvviiiiis Progress Energy Service Company Spectra Capital . .............. Spectra Energy Capital, LLC (formarly Duke
PIM. PJM Interconnection, LLC Capital LLC}
Plea Agreements.............. Plea Agreements entered into by Duke SEP. Standard & Poor's Rating Services

Energy Carolinas and Duke Energy Progress 50 Standard Service Offer

in connection with a criminal investigation o e

related to the Dan River ash basin release and State Utility Commissions . .... .. NCUC, [’SCSC, FPSC, PUCO, IURC and KPSC

the management of coal ash basins in North (Collectively)

Carolina Subsidiary Registrants.......... Duke Energy Carolinas, Progress Energy, Duke
Progress Energy............... Progress Energy, Inc. Energy Progress, Duke Energy Florida, Duke
PSCSC....oceeee Pubtic Service Commission of South Carolina Energy Ohio and Duke Energy inciana
Public Staff .....o.voeverenn. North Carolina Utites Commission Publc Staff ~ UPreme GO 3. Supreme Court )
PUCD. oo Public Utlities Commissian of Ohio 2”“”" """ e ;'V' S”“;’;;‘U’";::"d cf'e:ac':tyb |

— uwannee project .. ...l ropose combustion turbine plant

PURPA. ... Public Utl!lty Regulatﬂfy Actof 1978 at Duke El'lergy Florida's Sewannee generating
1] Qualifying Facility facility
RCA. ... Revolving Credit Agreement TSR Total sharehalder return
RCRA. .o Resource Conservation and Recovery Act 4 T, United States
Relative TSR ................. TSR of Duke Energy stock relative to a pre- USDOJ ..o United States Oepartment of Justice

defined peer group Environmental Crimes Section and the United

: . States Attorneys for the Eastern District of
the Resolutions ... iposed ;,E;f;'rfg:g;;gmg"tg',gﬂ;gg;g‘“E North Carolina, the Middle Distrit of North
) ) Carolina and the Western District of North

Robinsen.................... Robinson Nuclear Station Carolina, collectively
RTO. .o Regional Transmission Organization 111 Virginia Department of Enviranmental Quality
Sabal Trail ..............oos Sabal Trail ransmission, LLC VEBAL.. ...l Duke Energy Cornoration Employee Benefits
SAFSTOR.......cceieinn.t A method of decommissioning in which a Trust

nuclear facility is ptaced and maintained in a Vermillion ...........cooene. Vermillian Generating Station

condition that allows the facility to be safely ViE Variable Interest Ent

stoed and subsequently decontaminated to  VErereeerereeer e, ariable Interest Entity

|evels that permit release for unrestricted use. WACC ... Weighted Average Cost of Capital
SCOHEC. .....oeveea South Carolina Department of Health and WVPA. ... Wabash Valley Power Association, Inc.

Environmental Contral
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{TEM 1. BUSINESS

DUKE ENERGY

General

Duke Energy Corporation (coflectively with its subsidiaries, Duke Energy)
is an energy company headquartered in Charlotte, Narth Caralina, subject to
regulation by the Federal Energy Regulatory Commission (FERC), Duke Energy
operates in the United States {U.S.} and Latin America primarily through
its direct and indirect subsidiaries, Duke Energy's subsidiaries include its
subsidiary registrants (collectively referred to as the Subsidiary Registrants):
Duke Energy Carolinas, LLC (Duke Energy Carglinas}; Progress Energy, Inc.
(Progress Energy); Duke Energy Progress, LLC (formerly Duke Energy Progress,
Inc.) (Duke Energy Progress); Duke Energy Florida, LLC (formeriy Duke Energy
Ftorida, Inc.) {Duke Energy Florida); Duke Energy Ohio, Inc. {Duke Energy Qhio);
and Duke Energy Indiana, LLC (formerly Duke Energy Indiana, Inc.} (Duke Energy
Indiana). When discussing Duke Energy’s consolidated financial information, it
necessarily includes the results of its Subsidiary Registrants, which along with
Duke Energy, are collectively referred to as the Duke Energy Registrants.

Duke Energy has entered into an Agreement and Plan of Merger (Merger
Agreement) with Piedmont Natural Gas Company, Inc. (Piedmont}, 2 North
Carclina corporation. Piedmont is an energy services company primarily
engaged in the distribution of natural gas to residential, commercial, industrial
and power generation customers in portions of North Carolina, South Carolina
and Tennessee. Under terms of the Merger Agreement, Duke Energy will 2cquire
Piedmont for $4.9 billion in cash and Piedmont will become a whally owned
subsidiary of Duke Energy, Piedmont’s common stock will be delisted from the
New York Stock Exchange (NYSE}, Duke Energy and Piedmont target to close the
transaction by the end of 2016 subject to meeting various conditions, including
feceipt of required regulatory approvals. For additional information see Note 2 to
the Consolidated Financial Statements, “Acquisitions and Dispositions.”

Duke Energy completed the sale of the nonvegulated Midwest generation
business and Duke Energy Retail Sales, LLC (collectively, the Disposal Group)
to Dynegy Inc. {Dynegy) on April 2, 2015, for approximately $2.8 billion in
cash. The Disposal Group primarily included Duke Energy Ohio's coal-fired
and gas-fired generation assets located in the Midwest region of the United
States and dispatched inte the PJM wholesale market. The Disposal Group also
included a retail sales subsidiary of Duke Energy, that served retail electric and
gas customers in Ohio with energy and other energy services at compatitive
rates. For additional information see Note 2 to the Consolidated Financial
Statements, “Acquisitions and Dispositions.”

The Duke Energy Registrants electronically file reports with the Securities
and Exchange Commission (SEC), including annuaf reparts on Form 10-K,
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quarterly reports on Form 10-Q, current reports an Form 8-K, proxies and
amendments to such reperts.

The public may read and copy any materials the Duke Energy Registrants
file with the SEC at the SEC's Public Reference Room at 100 F Street, NE,
Washington, DC 20549. The public may obtain information on the operation of
the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC
also maintains an Internet site that contains reports, proxy and information
statements, and other information regarding issuers that file electronically with
the SEC at hitp://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

Duke Energy conducts its operations in three business segments;
Regulated Utilities, Internationat Energy and Commercial Porifolio (formerly
Commercial Power). The remainder of Duke Energy's operations are presented
as Other, Duke Energy’s chief operating decision maker regularly reviews
financial information about each of these business segments in deciding how to
allocate resources and evaluate the performance of the business. For additional
information on each of these business segments, including financial and
geographie 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 reportable business segments, as well as Other,

REGULATED UTELITIES

Reguiated Utilities conducts operations primarify through Duke Energy
Carolinas, Duke Energy Progress, Duke Energy Florida, Duke Energy Indiana,
and Duke Energy Ohio. These electric and gas operations are subject to the
rules and regulations of the FERC, 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).

Regulated Utilities serves 7.4 million refail electric customers in six
states in the Southeast and Midwest regions of the U.S. Its service area covers
approximately 95,000 square miles with an estimated population of 24 millien
pecple. Regulated Utilities serves 525,000 retail natural gas customers in
southwestern Ohio and northern Kentucky. Electricity is also sold wholesale to
incorporated municipalities, electric cooperative utilities and other load-serving
entities.

The following table represents the distribution of billed sales by customer class for the year ended December 31, 2015.

Duke Duke Duke Duke Duke

Enargy Energy Energy Energy Energy

Carolinas®  Progress®  Florida®™ Qhio™  Indiana'®

Residential 2% 8% 0% 34% 2%
General service 3% W% 38% 7% 25%
Industrial 25% 16% 8% 1% 1%
Total retail sales 0% 68% 96% 95% 83%
Whalesale and giher sales 10% 32% % 5% 17%
Total sales 100% 100% 100% 100% 100%

{a)  Primary general service sectors include heallh care, education, financial services, information technology and military buildings. Primary industrial sectors include textiles, chemicals, rubber and plastics, paper, foed and

beverage, and auto manufacturing:

{b)  Primary general service sectors include tourism, health care and govemment facilities and schools. Primary industrial sectors inglude phosphata rock mining and processing and citrus and other foed processing,
(c} Primary general service sectors include heallh care, edugation, real estate and renta! leasing, financial and insurance services, water/wastewater services, and wholesale trade services. Primary industrial sectors include

primary metals, chemicals, food and beverage, and transportation,

(d)* Primary general service sectors include rataif, financial, heallh care and education services, Primary industrial sectors include metals, fransportation, building materials, fand and beverage, and chemicals.
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The number of residential, general service and industrial customers
within the Regulated Ufilities service territory is expected to increase over time.
However, growth in the near term has been hampered by current economic
conditions and continued adoption of energy efficiencies. Average usage per
residential customer is expected to remain flat or decline for the foreseeable
future. While total industrial and general service sales increased in 2015 when
compared to 2014, the growth rate was modest when compared to historical
periods.

Seasonality and the Impact of Weather

Regulated Utilities' costs and revenues are influenced by seasonal
patterns. Peak sales of electricity occur during the summer and winter months,
resulting in higher revenue and cash flows in these periods. By contrast, fower
sales of electricity occur during the spring and fall, allowing for schedufed plant
mainienance. Peak gas sales occur during the winter months. Residential and
general service customers are most impacted by weather. Estimated weather
impacts are based on actuak current period weather compared to normal
weather conditions. Normal weather conditions are defined as the long-tarm
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 levels and
patterns, The methodology used to estimate the impact of weather does not
consider all variables that may impact customner response to weather conditions
such as humidity in the summer or wind chill in the winter. The pracision of this
estimate may also be impacted by applying long-term weather trends to shorter-
term periods.

Degree-day data are used to estimate energy required to maintain
comfortable indoor temperatures based on each day's average temperature,
Heating-degrea days measure the variation in weather based on the extent
the average daily termperature fails 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 cne heating-degree day and each degree
of temperature above the base temperature counts as one cooling-degree day,

Competition

Retail

Repulated Utilities' businesses operate as the sole supplier of electricity
within their service territories, with the exception of Ohio, which has a
competitive electricity supply market for generation service. Regulated Utilities
owns and operates facilities necessary to transmit and distribute electricity and,
except in Ohio, to generata electricity. 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 palicy is intended to
provide safe and reliable electricity at fair prices. 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 rooftop solar, at residential,
general service and/or industrial customer sites.

Regulated Utilities is not aware of any praposed legislation in any of
its jurisdictions that would give its retail customers the right to choase their
electricity provider or otherwise restructure or deregulate the electric industry
including broadly subsidizing distributed generation such as rooftop sofar.

Although there is no pending legislation at this time, if the retail
jurisdictions served by Regulated Utilities become subject to deregulation, the
recovery of stranded costs could become a significant cansideration. Stranded
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costs primarily include the generation assets of Regulated Utilities whose value
in & competitive marketplace may be less than their current book vaiue, as
well as above-market purchased pawer 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 ufility company's service territory for
which the uiility companies are legally obligated to purchase the energy at an
avoided cost rate. Thus far, all states that have passed sestructuring legislation
have provided for the opportunity to recover a substantial partion of stranded
costs.

Regulated Utilities' 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 $3.1
billion. Duke Energy Florida was obligated to enter into these contracts under
provisions of PURPA. Duke Energy Florida continues fo 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
Contingancies.”

In Ohio, Regulated Utilities conducts competitive auctions for electricity
supply and purchases the gas commodity for nateral gas service. The cost of
energy purchased through these auctions and the cost of gas purchases are
recovered fram retail customers. Regulated Utilities earns ratail margin in Ohio
on the transmission and distribution of electricity and the distribution of gas and
not on the cost of the underlying energy.

Wholesale

Regulated Utilities competes with other utilities and merchant generators
for bulk power sales, sales to municipalities and cooperatives, and wholesale
transactions. The principal factors i competing for these sales are price,
availability of capacity and power, and reliability of service. Prices are
influenced primarily by market conditions and fuel costs.

Increased competition in the wholesale electric utility industry and
the availability of transmission access could affect Regulated Utilities' 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 Regufated Utilities to attract new customers and to retain existing customers.

Energy Capacity and Resources

Regulaied Utilities owns approximately 50,000 megawatts (MW} of
generation capacity. For additional information on Regulated Utilities' generation
facilities, see ltem 2, “Properties.”

Energy and capacity are also supplied through contracts with other
generators and purchased on the open market. Factors that could cause
Regulated Utilities to purchase power for its customers include generating plant
outages, extreme weather conditions, generation reliability, demand growth,
and price. Regulated Utilities has interconnections and arrangements with
its neighbaring utilities to facilitate planning, emergency assistance, sale and
purchase of capacity and energy, and reliability of pawer supply.

Regulated Utilities' generation portfolia is a balanced mix of energy
resources having different operating characteristics and fue! sources designed
to provide energy at the lowest possible cost fo maet its obligation to serve retail
customers. All aptions, including owned genaration resources and purchased
power opportunities, are continually evaluated oo a real-time basis to select and
dispatch the lowest-cost resources available to meet system load requirements.
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Potential Plant Retirements

The Subsidiary Registrants periodically file Integrated Resource Plans
(IRP) with state regulatory commissions. The IRPs provide a view of forecasted
energy needs over a fong term (10 to 20 years) and options being considered
to meet those needs. Recent IRPs fited by the Subsidiary Registrants included
planning assumptions to potentially retire certain coal-fired generating
facilities earlier than their current estimated useful lives. These facilities do
not have the requisite emission control equipment, primarily 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 seeX regulatory recovery for amounts that would not be otherwise
recoverad when any of these assets are retired, For additional information
related to potentia plant retirements see Note 4 to the Consolidated Financial
Statements, "Regulatory Matters.”

On October 23, 2015, the EPA published in the Federal Register the
Clean Power Plan (CPP) rule for regulating carban dioxide {CO,) emissions from
existing fossil fusl-fired electric generating units (EGUs). The CPP establishes
€0, emission rates and mass cap goals that apply to fossil fusl-fired generation,
Under the CPP, states are required to develop and submit a final compliance

Sources of Electricity
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plan, or an iniiial plan with an extension request, to the EPA by September 2016,
or no later than September 2018 with an appraved exiension. 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 pfan is not approved. Legal challenges to
the CPP have been filed by stakeholders and motions to stay the requirements
of the rule pending the outceme of the litigation have been filed. The U.S.
Supreme Court granted a Motion to Stay in February 2016, effectively blocking
enfarcement of the rule until legal challenges are resolved. 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 CO, reduction targets under the rule,
Costs o operate coal-fired generation plants continue to grow due to increasing
environmental compliance requirements, inchuding 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 coniinues 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 racovery of carrying costs on remaining book values, and therefore cannot
be assured.

Regulated Utilities relies principally on coal, natural gas and nuclear fuel for its generation of electricity. The following table lists sources of electricity and fuel

costs for the three years ended December 31, 2015.

Cost of Deliverad Fuel per Net

Generation by Source" Kilowatt-hour Generated {Cents)"?

2015 20149 2013 2015 2014 2013
Coal® 29.0% 33.5% 32.8% 324 3.54 367
Nuclear® 20% 26.1% 26.3% 0.65 065 0.66
Natural gas and oil® 23.1% 19.0% 19.5% 114 470 4.18
A fuels (cost-based on weighted average)®! 79.1% 78.6% 78.6% 250 2,86 219
Hydroetectric and solar® 0.8% 0.8% L.3%
Total ganeration 799%  794%  799%
Purchased power and net interchange™ M.1% 20.6% 20.1%
Total sources of energy 100.0% 100.0% 100.0%

(a} Statistics related to all fuels reflect Regulated Utilities” ownership interest in jointly owned generation facilities.
(b} Generating figures are net of output required to replenish pumped storage facilities during off-peak periods.

() Purchased power includes renewable energy purchasas,
d)  Includes the effect of the Joint Gispatch Agreement 00A),

(g} Amgunts for 2014 and 2013 have been adjusted fo reflect the inclusion of Duke Energy Chip auction purchases from PJM and Purchased power and net interchange,

Coal

Regulated Utilities 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 whe mine both underground and at the surface. Regulated Utilities
uses spot market purchases to meet coal requirements not met by long-term
contracts. Expiration dates for its long-term contracts, which have various price
adjustment provisions and market re-openers, range from 2016 to 2017 for
Duke Energy Carolinas, 2016 to 2018 for Duke Energy Progress, 2016 to 2017
for Duke Energy Florida, and 2016 to 2025 for Duke Energy Indiana. Regulated
Utilities 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 primaily
produced from mings in Ceniral Appalachia, Northern Appalachia and the lilinois
Basin. Coal purchased for Florida is primarily produced from mines in Colorade
and the Illinois Basin. Coal purchased for indiana is primarily produced in
Indiang and lllinois. Regulated Utilities has 2n adequate supply of coal under

coniract to fuel its projected 2016 operations and a significant portion of supply
to fuel its projected 2017 operations. As a resuft of lower natural gas prices

and less coal-fired dispatch within the generation fleet, coal inventories may
periodically exceed production requirements and result in higher inventory
levels. In these circumstances, Regulated Utilities has worked with suppliers

to defer contracted deliveries, reneguotiate existing contract volumes or has
received regulatory support to adjust generation dispatch te reduce the inventory
levels.

The current average sulfur content of coal purchased by Regulated
Utilities is between 1.5 percent and 2 percent for Duke Energy Carolinas,
between 1.5 percent and 2 percent for Duke Energy Progress, between
1 percent and 2.5 percent for Duke Energy Florida, and between 2 percent and
3 percent for Duke Energy Indiana. Regulated Utilities” environmental controls,
in combination with the use of sulfur dioxide (30,) emission allowanses,
enahle Regulated Utilities to satisfy current SO, emission limitations for its
existing facilities.
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Nuclear

The industrial processes for producing nuclear generating fuel generally
invalve the mining and milling of uranium are to produce uranium concentrates,
and services to convert, enrich, and fabricate fuel assemblies.

Regulated Utilities 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 cantracts are diversified by supplier, country of origin
and pricing. Regulated Utilities staggers its coniracting so that its portfolio of
long-term contracts covers the majority of its fuel requirements in the near
term and decreasing portions of its fue) requirements aver time thereafter,
Near-term recuirements 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, Regulated
Utilities generally sources these services to a single domestic supplier on a
plant-by-plant basis using multiyear contracts.

Regulated Utilities has entered into fuel contracts that cover 100 percent
of its uranium concentrates, conversion services, and enrichment services
requiremenis through at feast 2017 and cover fabrication services raquirements
for these plants through at least 2018, For future requirements not already
coverad under long-term contracts, Regulated Utilities 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.

The following table summarizes purchased power the previous three years:
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Natural Gas and 0if

Natural gas and oil supply for Regulated Utilities’ generation fleet
is purchased under term and spot contracts from various suppliers. Duke
Energy Carolinas, Duke Energy Progress, Duke Energy Florida and Duke Energy
Indiana use derivative instruments to limit a pertion of their expasure to
price fluctuations for natural gas. Regulated Utilities has certain dual-fuel
generating facilities that can operate with both natural gas and oil. The cast of
Regulated Utilities’ natural gas and oil is either at a fixed price or determined
by market prices as reported in certain industry publications. Regulated
Utilities believes it has access to an adequate supply of gas and eil for the
reasonably foreseeable future. Regutated Utilities’ natural gas transportation
for its gas generation is purchased under long-term firm transportation
contracts with interstate and intrastate pipefines. Regulated Utilities may
also purchase additional shorter-term transportation for its load requirements
during peak periods. The Regutated Utilities naturat gas plants are served by
several supply zones and multiple pipelines.

Purchased Power

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

2015 2014 013
Purchase obligations and leases (in millions of megawatt-hours (MWh))® 149 143 11.7
Purchases capacity under contract (in MW)® 4,513 4,500 3,800

{a) Represents apprasimately 5 percent of total system requirements for al years presented.

{b) These agreements include approximately 421 MW of firm capacity under cantract by Duke Energy Florida with OFs.

Naturaf Gas for Retail Distribution

Regulated Utilities is responsible for the gurchase and the subsequent
delivery of natural gas to retail customers in its Ohio and Kentucky service
territories. Regulated Utilities’ natural gas procurement strategy is to buy firm
natural gas supplies and firm interstate pipeline transpartation capacity during
the winter season and during the non-heating season through a combination of
firm sugply and transportation capacity along with spot supply and interruptible
transportation capacity. This strategy allows Regulated Utilities to assure
reliable natural gas supply for its non-curtailable customers during peak winter
conditions and provides Regulated Utilities the flexibility to reduce its contract
commitments if firm customers choose alternate gas. In 2015, firm supply
purchase commitment agreements provided approximately 71 percent of the
natural gas supply.

Inventory

Generation of electricity is capital intensive, Regulated Utilities 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, 2015, the inventory balance for Regulated
Utilities was $3,702 million. For additional information on inventory see Note 1
to the Consolidated Financial Statements, “Summary of Significant Accounting
Palicies.”

Ash Basin Managemeant

Cn September 20, 2014, the North Carofina Coal Ash Management Act of
2014 (Coal Ash Act) became law and was amended on June 24, 2015, by the
Mountain Energy Act. The Goal Ash Act established a Goal Ash Management
Commission (Coal Ash Commission} to oversee handling of coal ash within the
state and requires closure of ash impoundments by no later than December 31,
2029 based on risk rankings, amongst other detailed requirements, The Coal
Ash Act leaves the decision on cost recavery determinations related to closure
of coal cambustion residual {GCR) surface 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, 2013, the EPA published Resource Conservation and Recovery
Act {RCRA) in the Federal Register, establishing rules to regulate the disposal
of coal combustion residuals (CCR) from electric utilities as solid waste. The
RCRA, and the Coal Ash Act, as amended, finalized the legal framework refated
fo coal ash management practices and ash basin closure.

Duke Energy has advanced the strategy and implementation for the
remediation or closure of coal ash basins, In 2015, Duke Energy began activities
at certain sites within North Carolina specified as high risk by the Coal Ash Act
with coal ash moving off-site for use in structural fill or to lined landfills.
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For additional information on the ash basins, see Notes 5 and 9 to the agreements. The Price-Anderson Act requires plant owners to provide for public
Consolidated Financial Statements, “Commitments and Contingencies” and nuclear Jiability claims resulting from nuclear incidents to the maximum total
“Asset Retirement Obligations,” respectively. financial protection liability, which currently is $13.5 billion. For additional

information on nuclear insurance see Note 5 to the Consolidated Financial
Nuclear Matters Statements, “Commitments and Contingencies.”
Regulated Utilities has a significant future financial commitment to

Regulated Utilities owns, whally or partially, 11 nuclear reactors located dispose of spent nuclear fuel and decommission and decontaminate each plant
at six stations. Nuclear insurance includes: nuclear liability coverage; property, safely. The NCUC, PSCSC and FPSC require Regulated Utilities to update their
decontamination and premature decommissioning coverage; and replacement cost estimates for decommissioning their nuclear plants every five years.

power expense coverage. Joint owners reimburse Regulated Utilities for certain
expenses associated with nuclear insurance in accordance with joint owner

The fallowing table summarizes the fair valie of nuctear decommissioning trust fund (NDTF) balances and cast study results for Duke Energy Carolinas, Duke
Eneigy Progiess and Duke Energy Florida.

NDTF(a)
Decommissioning Year of
{in millions) December 31, 2015 December 31, 2014 Coststit! Cost Study
Ouke Enesgy $ 5,825 $ 5,546 $ 8,130 2013 and 2014
Ouke Energy Carclinas 3,050 3,042 3,420 2013
Ouke Energy Progress 2,035 1,701 3,550 2014
Ouke Energy Florida® 740 803 1,160 2013

(a) Amounts for Progress Energy equal the sum of Ouke Energy Frogress and ke Encrgy Florida.
(b) Amounts include the Subsidiary Registrants’ ownership interest in jointly owned reactors. Gther joint owners arg responsitle for decommissioning costs refated to their interest in the reactors,
{c) Duke Energy Florida received reimbursements from the NOTF for costs refated to ongoing decommissioning activity of the Crystal River Linit 3 Nuclear Plant during 2015.

The NCUC, PSCSC. FPSC and FERC have allowed Regulated Utilities’ to radioactive waste, compliance with changing regulatory requirements, capital
recover estimated decommissioning costs through retail and wholesale rates outlays for modifications and new plant construction, the technological and
over the expected remaining service periods of their nuclear stations. Regulated financial aspects of decommissioning plants at the end of their licensed lives,
Utilities believes the decommissioning costs being recovered through rates, and requirements relating to nuclear insurance.
when coupled with the existing fund balance and expected fund earnings, will Regulated Utilities is subject to the jurisdiction of the NRC for the design,
be sufficient to provide for the cost of future decommissioning. For additional construction and operation of its nuclear generating facilities. The following
information see Note 9 to the Consolidated Financial Statements, “Asset table includes the current year of expiration of nuclear operating licenses for
Retirement Obligations.” nuclear stations in operation. Nuclear operating licenses are potentially subject
The Nuclear Waste Policy Act of 1982 {as amended) (NWPA) provides to extension.
the framework for development by the federal government of interim storage Unit Year of Expiration

and permanent disposal facilities for nigh-level radioactive waste materials.

The NWPA promotes increased usage of interim storage of spent nuclear fuelat UK E"”‘" Carolinas

existing nuclear plants. Regulated Usilities will continue to maximize the use of Catawha Unit 142 2043

spent fuel storage capability within its own facilities for as long as feasible. McGuire Unit 1 2041
Under federal law, the U.S. Department of Energy (DOE) is responsible MoGuire Unit 2 2043

for the selection and con‘struction of a fac[lity for the permanent disposal of Ocanee Unit 1 & 2 2033

spent nuclear fuel and high-level radioactive waste. Delays have occurred in the Ocanee Unit 3 2034

DOE's proposed permanent repository to be located at Yucea Mountain, Nevada,

At this time, DOEs focus is on developing consolidated storage for commercial Duke Energy Progress

spent nuclear fuel at ong or more central sites rather than at a permanent Brunswick Unit 1 2036

repository. Brunswick Unit 2 2034
Until the DOE begins to accept the spent nuclear fuel, Duke Energy Harris 2046

Carolinas, Duke Energy Progress and Duke Energy Florida will continue to safely Robinson 2030

manage their spent nuclear fuel, Under current regulatory guidelines, Harris
Nuctear Plant has sufficient storage capacity in its spent fuel pools through the
expiration of its renewed operating license. Grystal River Unit 3 was retired in Unit 3 operating l ; ; :

. X \ L . perating license as Crystal River Unit 3 permanently ceased operation
2013, and placed in SAFSTOR prior to final decommissioning. The spent fuel is in February 2013, For additional information on decommissioning activity and

currently stored in the spent fuel pool and an independent spent fuel storage transition to SAFSTOR, see Note 4 “Regulatory Matters.”
installation will be installed to accommodate storage of all the spent nuclear The NRC issues'orders with tegard to security at.nuclear olants in

fuel until the DOE accepts the spent nuclear fuel With certain moditications response to new or emerging threats. The most recent orders include additional
and gpprovals by the US. NF'.Cl.eaf Regulatory Commission (NRE) to g)'(pand Fhe restrictions on nuclear plant access, increased security measures at nuclear
on-site dry cask storage facilities, spent nuclear fuel dry storage facilities will facilities and ¢loser coordination with intelligence, military, faw enforcement
be sufficient to provide storage space of spent ful through e expiration of the and emergency response functions at the federat 'state anrd local levels, As the
operating licenses, including_any licen;e renewals, for .the Brunswick Nuclear NRC, other governmental entities and the industr_;f continue to consider security
Plan‘t, Catawba Nuclear Statian, McGuire Nuclear Station, Oconge Nuclear issues, it is possible that more extensive security plans could be required.
Station and Robinson Nuclear Plant.

The nuclear power industry faces uncertainties with respect to the cost
and long-term availability of disposal sites for spent nuclear fuel and other

Duke Energy Florida has requested the NRC to terminate the Crystal River

10
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Regulation

State

The NCUC, PSCSC, FPSC, PUCO, IURC and KPSC (collectively, the state
utility commissions} approve rates for retail electric and gas service within
their respective states. The state utility commissions, to varying degrees, have
authority aver the construction and operation of Regutated Utilities’ generating
facilities. Certificates of Public Convenience and Necessity issued by the state
utility commissions, as applicable, authorize Regulated Utilities to construct
and operate its electric facilities, and to sell electricity to retail and wholesale
customers, Prior approval from the relevant state utility commission is required
far Regulated Utilities 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.
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Each of the state ulility commissions allow regovery 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-recavered costs, are prudent, The clauses are in addition to approved
base rates.

Fuel, fuel-related costs and certain purchased power costs are eligible
for recovery by Regufated Utilities, Regulated Utilities uses coal, hydroelectric,
natural gas, oil 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 assaciated regulatory treatment and the method allowed for recovery,
changes in fuel costs from year %o year have no material impact on operaiing
results of Regulated Utilities, 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
Regulaied Utilities.

The following table summarizes base rate cases approved and effective in the past three years.

Annual Equity

Increase Return on Component of
{in millions) Equity  Capital Structure Effective Date Other
Duke Energy Carolinas 2013 North Carolina Rate Casel! $ 234 10.2% 53% September 2013 )]
Du%e Energy Carolinas 2013 South Carolina Rate Case™ 118 10.2% 53% September 2013 (c)
Duke Energy Prograss 2012 Norlh Carolina Rate Case® 178 10.2% 53% June 2013 {d)

Duke Energy Ohio 2012 Electric Rate Case 49 9.84% 53% May 2013

Duke Energy Ohio 2012 Natural Gas Rate Case — 9.84% 53% December 2013 (e)
Duke Energy Florida 2813 FPSC Sefttement — 10.5% 49% October 2013 i)
Duke Energy Florida 2012 FPSC Seftlement 150 10.5% 49% January 2013 ()

{a) Rates increase over 3 two- or three-year pericd as approved by the NGUG and PSGSS, Annyal increase amaunts represent the total increase once effective,

(b)  Terms of this rate case include (i) recognition of nuclear outage expenses over the refueling cycle rather than when the outage occurs, (i) a $10 million shareholder contribution 1o agencies providing energy assistance fo
low-income customers, and {iii) an annua! reduction in th regulatory liability for costs of remaval of $30 miltion for each of the first two years.

(¢} Terms of this rate case include (i) recognition of nuclear outage expenses over the refueling cycle rather than when the outage oceurs, Gi) an approximate $4 million shareholder contribution to agencies providing energy
assistance to low-income customers and for economic development, and Gii} a reduction in the regulatory liability for costs of removal of $45 million for the st year.

(d

Terms of this rate case includa () recognition of nuclear outage expenses over the refueling cycle rather than when the outage oceurs, (i) a $20 million shareholder contribution ty agencles providing energy assistance to

low-income customers, and (iii) a reduction in the regulatory liability for costs of removal of $20 millin for the first year.
(&) Although the PUCQ approved no increase in base rates, more than half of the revenue request was approved ta be recovered in various riders, including recovery of costs related to former manufactured gas plants (MGP).
Recovery of $56 million of MGP casts via a rider was approved in November 2013, The rider became efisctivain March 2014, was suspendzd in Jung 2014 and relnstated in January 2015, For additional information on MGP

racovery see Nate 4 to the Consolidated Finantial Statzments, “Regulatory Matters.”

(0 Terms of this settiement include () no additional base rate increases untit 2019, {i) partial recovery of Grystal River Unit 3, which began in 2014, and i) full recovery of Grystal River Unit 3, not to exceed $1,466 million, plus
the eost 2 build a dry cash starage facility, beginning no later than 2017. Ses ote 4, “Regulatory Matters,” for information regarding Duke Energy Florida's nuclear asset securitizable balance refated to Crystal River Linit 3.

{g) Terms of this setilement include the remaval of Crystal River Unit 3 assets from rate base.
(h) Capital structure includes deferred income tax, customer deposits and investment tax credits.

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

Federal

The FERC approves Regulated Utilities' cost-based rates for electric
sales to certain wholesale customers, as well as sales of transmission service.
Regulations of FERC and the state utility commissions govern access to
regufated electric and gas custamers and other data by nanregulated entities
and services provided between regulated and nonregulated energy affiliates.
These regulations affect the activities of nonregulated affiliates with Regulated
Utilities.

Regional Transmission Organizations (RT0). PIM Interconnection, LLC
{PIM} and Midcontinent Independent Transmission System Operator, Inc. (MISO}
are the Indepandent System Qperators (IS0} and FERC-approved RTOs for the
regions in which Duke Energy Ohio and Duke Energy Indiana operate. PIM and
MISO operate energy, capacity and other markets, and, through central dispatch,
control the day-to-day operations of bulk power systems.

Duke Energy Ohio is a member of PJM and Duke Energy Indiana is
member of MISO, Transmission owners in these RTOs have turmed aver control
of their transmissian facilities, and their transmission systems are currently

under the dispatch control of the RTOs. Transmission service is provided on
4 regionwide, open-access basis using the transmission facilities of the RTO
members at rates based on the costs of transmission service.

Environmental. Regulated Uiilities is subject to the jurisdiction of the EPA
and state and local environmental agencies. For a discussion of environmental
reguiation, see “Environmental Matters” in this section.

See “Other Matters” section of Management’s Discussion and Analysis of
Financial Condition and Resukts of Qperations for a discussion about potential
Global Climate Change legislation and other EPA regulations under development
and the potential impacts such legislation and regulaion could have on Duke
Energy’s operations.

INTERNATIONAL ENERGY

International Energy principally operates and manages power generation
facilities and engages in sales and marketing of electric power, natural
gas, and natural gas lignids outside the U.S. lts activities principally target
power generation in Latin America, Additionally, International Energy owns a
25 percent interest in National Methanol Company (NMC), a large regional
producer of methanal and methyl tertiary butyl ether (MTBE) located in Saudi
Arabia. International Energy's economic ownership interest will decrease to
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17.5 percent upon successful startup of NMC's polyacetal production facility,
which is expected to occur in January 2017, International Energy will retain

25 percent of the board representation and voting rights of NMC. The iavestment
in NMC is accounted for under the equity methed of accounting,

On February 18, 2018, Duke Energy announced it had initiated a process
to divest the Internaticnal Energy business segment, excluding the equity
method investment in NMC. The process remains in a greliminary stage and
there have been no binding or non-ginding offers requested or submitted. Duke
Energy can provide no assurance that this process will resuit in a transaction
and there is no spacific timeline for execution of a potential transagtion.

In December 2014, Duke Energy declared a taxable dividend of historical
foreign earnings in the form of notes payable that resulted in the repatriation
of approximately $2.7 tilllon in cash held and expected to be generated by
International Enargy over a period of up to eight years. For additional information
see Note 22 1o the Consolidated Financial Statements, “Income Taxes.”

Customers, Competition and Regulation

International Energy's customers include refail distributers, electric
utilities, independent power producers, marketers, and industrial and
commercial companies,

International Energy’s sales and marketing of electric power and natural
gas competes directly with other generators and marketers serving its market
areas. Competitors are country and region- specific, but include governmant-
owned electric generating companies, local distribution companies with
self-generation capability and other privately owned electric generating and
marketing companies. The principal elements of competition are price and
availability, terms of service, flexibility and reliability of service,

A high percentage of International Energy's portfolio consists of baseload
hydroelectric generation facilities, which compete with other forms of electric
generation availabfe to International Energy’s customers and end-usars,
including natural gas and fuel vils. Ecenomic activity, conservation, legislation,
governmental regulations, weather, including rainfall, additional generation
capacities and other factors affect the supply and demand for electricity in the
regions served by Internatfonal Energy.

International Energy’s operations are subject to both country- specific and
international laws and regulations. See “Environmental Matters” in this section.

COMMERCIAL PORTFOLIO

Commercial Portfolio primarily acquires, builds, develops, and operates
wind and solar renewable generation and energy transmission projects
throughout the continental U.S. The portfolio includes nonregulated renewable
energy, electric transmission, natural gas infrastrueture and energy storage
businesses. The segment was renamed in 2015 as a result of the sale of the
nonregulated Midwest generation business, as discussed in Note 2 of the
Consolidated Financial Statements, “Acquisitions and Dispositions.”

Commercial Porifolio's renewable energy includes utility-scale wind and
solar generation assets which total more than 2,400 MW across 11 states
from more than 22 wind farms and 38 commercial solar farms. Revenues are
primarily generated by selling the power produced from renewable generation
through long-term contracts fo 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 penerally sold af contractual
prices. In addition, as wind and solar projects are placed in service, Commercial
Portfolio 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 availabitity.
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Duke Energy, through its Commercial Portfelio segment, is a 40 percent
equity member of Atlantic Coast Pipeline, LLC, (ACP) that plans to build and
own the proposed Atlantic Coast Pipeline (the pipefine), a 564-mile interstate
natural gas pipeline. The pipeline is intended to transport diverse gas supplies
into southeastern markets. Duke Energy Carolinas and Duke Energy Propress,
amang others, will be customers of the pipeline. The estimated in-service
date of the pipeline is late 2018. For additional information on the AGP equity
investment and further details on the proposed pipefine, see Note 4 to the
Consolidated Financial Statements, “Regulatory Matiers.”

Commercial Portfolio also has 2 7.5 percent equity ownership interest
in the proposed Sabal Trail natural gas pipefine. The Sabal Trail pipeline is
planned ta begin service in 2017 and fraverse Alabama, Georgia and Florida
to mest rapidly growing demand for natural gas in those states. For additional
information on the Sabal Trail equity investment and further details on the
proposed pipeline, see Note 4 to the Consolidated Financial Statements,
“Repulatory Matters."

Commercial Portfolio has executed investments to expand and grow
the business through the addition of distributed solar projects, energy storage
systems and energy management solutions specifically tailored to commerciat
businesses.

For additional information on Commercial Porifolio’s generation facilities,
see Item 2, “Properties.”

Other Matters

Commercial Portfolio 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, services provided between regulated and
nonregulated uiilities, pipeline cedtification.

For more information on rate matters, see Note 4 to the Consolidated
Financial Statements, “Regulatory Matters — Rate Related Information.”

Market Environment and Competition

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

Sources of Electricity

Commercial Portfalio relies on wind and solar resources for its generation
of electric energy.

OTHER

The remainder af Duke Energy's operations is presented as Other. While
it is not an operating segment, Other primarily includes unallocated corporate
interest expense, certain unallocated corporate costs, Bison Insurance Company
Limited (Bison), Duke Energy’s wholly owned, captive insurance subsidiary,
contributions to the Duke Energy Foundation, and other minor 2nd immaterial
investments in businesses the Company retained from previous divestitures
that are no longer part of its current operating segment or is in various stages of
exiting or winding down.

Bison's principal activities as a captive insurance entity include the
indemnification of various husiness risks and losses, such as property, workers'
compensation and general liability of Duke Energy subsidiaries and affiliates.

Regulation

Certain entities within Other are subject to the jurisdiction of state and
{ocal agencies.
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Geographic Regions Employees
For a discussion of Duke Energy's foreign operations see "Management's On December 31, 2013, Duke Energy had a total of 29,188 employees
Discussion and Analysis of Results of Operations™ and Note 3 to the on its payroll. The total includes 5,371 employees who are represented by
Cansolidated Financial Statements, “Business Segments.” [abor unions under varigus callective bargaining agreements that generally
cover wages, bengfits, working practices, and other terms and canditions of

employment.

Executive Officers of the Registrants

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

Name Age®  Current and Recent Positions Held

Lynn J. Good 56  Chairman, President and Chief Executive Officer. Ms. Good was elgcted as Chairman of the Board, effective January 1, 2016, and assumed
har 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.

Steven K. Young 57  Executive Yice President and Chief Financial Officer. Mr. Young assumed his curent position in August 2013, Prier to that, he had served as

Senior Vice President, Chief Accounting Officer and Controller singe April 2006,

Douglas F Esamana 58  Executive Vice President and President, Midwest and Florida Regions. Mr. Esamann assumed his cuerent position in June 2015. Prior to
that he was President, Duke Energy Indiana since November 2010,

Hayd M. Yates 55  Executive Yice President, Market Sclutions and President, Carolinas Region. Mr. Yates assumed his turrent position in August 2014. He
held the position of Executive Vice President, Regulated Utilities from December 2012 to Avgust 2014, and prior to that, had served as Executive
Vice President, Customer Operations since July 2012, upon the merger of Duke Energy and Progress Energy. Prior ta 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 July 2007.

Dhiaa M. Jamil 59  Executive Vice President and President, Regulated Generation and Transmission. Mr. Jamil assumed his current position in June 2015,
Prior to that he had served as Executive Vica President and President, Regulated Gereration since August 2014. He served as Executive Vice
President and President of Duke Energy Nuclear from March 2013 and as Chief Nuclear Officer from February 2008 to August 2014, He also
served as Chief Generation Dfficer for Duke Energy from July 2009 fo June 2012.

Julia §. Janson 51  Execulive Vice President, Chief Legal Officer and Corporate Secretary. Ms. Janson assumed her current position in December 2012 and,
in February 2D16, assumed the interim rasponsinilities for the External Affairs and Strategic Policy organization. Prior o that, she had held the
position of President of Duke Energy Ohio and Duke Energy Hentucky since 2008.

A.R. Mullinax fil  Execotive Vice President, Strategic Services. Mr. Mullinax assumed his current position in August 2014. Prior to that, he had held the pasition
of Chief Information Officer since 2007.

Melissa H. Andarson 51  Senior Vice President and Chief Human Resources Qticer. Ms. Anderson assumed her position in Janvary 2015, Prior to jeining Duke Energy,
she served as Senior Vice President of Human Resources at Domtar inc. since 2010,

Brian D, Savoy 40  Senior Vice President, Chief Accounting Officer and Controller. Mr. Savoy assumed his cument position in September 2D13. Prior to that, he
had he!d the pasition of Director, Forecasting and Analysis since 2009.

{a) The ages of the officers provided ace as of Decsmber 31, 2015,

There are no family relatianships between any of the executive officers, nor any arrangement or understanding between any executive officer and any other
person involved in cfficer selection.

Environmental Matters » The Comprehensive Envirenmental Response, Compensation and
. Ltability Act, which can require any individual or entity that currently
The Duke Energy Registrants are subject to federal, state and local laws awns o in the past may have owned or operated a dispasal site, as
and regulaﬁﬂns with r9gard to air and water qualityr hazardous and solid waste well as transpor‘ters ar generamrs of hazardous substances sent to a
disposal and ether environmental matters, Duke Energy is also subject to disposal site, to share in remediation costs.

international laws and regulations with regard to air and water quality, hazardous
and solid waste disposal and other envirenmental matters. Environmantal

The Solid Waste Disposal Act, as amended by the RCRA, which requires

laws and regulations affecting the Duke Energy Registeants include, but are not certain solid wastes, including hazardous wastes, to be managed
limited to: pursuant to a comprehensive regulatory regime.
» The Clean Air Act (CAA), as well as state laws and regulations » The National Envir.onmenltal Policy Act, which requires federal agencies
impacting air emissions, including State Implementation Plans related to consider potential environmental impacts in their decisions, including
to existing and new nationat ambient air quality standards for ozene siting approvals,

and particulate matter. Owners and/or operators of air emission sources
are responsible for obtaining pesmits and for annual compliance and

The CPP, which regulates CQ, emissiens from existing fossil fuel-fired
electric generating units by requiring states te develop and submit

reporting. final compliance plans, or initial plans with an extension request, to
« The Clean Water Act (CWA), which requires permits for facilities that the EPA by September 6, 2016, or no later than Segtember 6, 2018,
discharge wastewaters into the environment, with an approved extensian. On February 9, 2016, the U.S. Suprema
Court granted a stay against the CPP halting enforcement until legal

challenges are resalved.
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= (oal Ash Act, as amended, which establishes regulations regarding the
use and closuse of existing ash basins, the dispasal of ash at active
coal planis and the handling of surface water impacts from ash basins
in North Carolina.

» GCR, which classifies CCR as nonhazardous waste under RCRA and
establishes requirements regarding landfill design and management
and monitoring of CCR.

See “Other Matters” section of Management's Discussion and Analysis of
Financial Condition and Results of Operations for a discussion about potential
Global Climate Change [egislation and the potential impacts such legislation
could have on the Duke Energy Registrants’ operations., Additionally, other
recently passed and potential future environmentat [aws 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 laws and regulations
become effective, the Duke Energy Registrants will seek apprapriate regulatory
recovery of costs to comply within its regutated operations.

For more information on environmental matters involving the Duke
Energy Registrants, including possible liability and capital costs, see Note 5 to
the Consolidated Financial Statements, “"Commitmants and Contingencies —
Environmental.” Except to the extent discussed in Note 5 to the Consolidated
Financial Statements, “Commitments and Contingencies,” compliance with
current international, federal, state and local provisions regulating the discharge
of materials into the environment, or otherwise protecting the environment, is
incorparated into the routine cost structure of our various business segments
and is not expected to have a material adverse effect on the competitive position,
consolidated results of operations, cash flaws or financiat position of the Duke
Energy Registrants.

DUKE ENERGY CAROLINAS

Duke Energy Carolinas is a regulated public uiility 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
approximately 24,000 square miles and supplies electric service to 2.5 million
residential, commercial and industrial customers. For information about Duke
Energy Caralinas' generating facilities, see ltem 2, “Properties.” Duke Energy
Carolinas is subject to the regulatory provisions of the NCUG, 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, Regulated Utilities. For additional information regarding
this business segment, including financial information, see Note 3 to the
Consolidated Financial Statements, “Business Segments.”

PROGRESS ENERGY

Piogress 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 cenducts 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 ali of Progress Energy’s operations are regulated and qualify
for regulatory accounting, Progress Energy operates one reportable business
segmeni, Regulated Utilities. For additional information regarding this business
segment, including finangial infarmation, 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 electricily in portions
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of Nerth Carelina 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
NCUG, PSCSC, NRC and FERC.

Substantially all of Duke Energy Progress’ operations are regulated and
qualify for regulatory accounting. Duke Energy Prograss operates one reportable
busingss segment, Regulated Utilities. 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
Flarida. Duke Energy Florida's service area covers approximately 13,000 square
miles and supplies electric service to approximately 1.7 million residential,
commercial and industrial customers. For infarmation about Duke Energy
Florida's generating facilities, see [tem 2, “Properties.” Duke Energy Flosida is
subject to the regutatary 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, Regulated Utilities. For additional information regarding
this business segment, including financial information, see Note 3 to the
Consolidated Financial Statements, “Business Segments.”

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 Ohie and Kentucky. Duke
Energy Ohio also conducts competitive auctions far retail electricity supply in
Ohio whereby recovery of the energy price is from retail customers. Operations
in Kentucky are conducted through its wholly owned subsidiary, Duke Energy
Kentucky, Inc. (Duke Energy Kentucky). References herein ta Duke Energy Chin
include Duke Energy Ohio and its subsidiaries, unless otherwise noted, Duke
Energy Qhio is subject ta the regulatory provisions of the PUCO, KPSC and FERC.

Duke Energy Ohio’s service area cavers approximately 3,000 square miles
and supplies electric service to approximately 840,000 residential, commercial
and industrial customers and provides transmission and distribution services
for natural gas to approximately 525,000 customers, For information about Duke
Energy Ohio's generating facilities, see ltem 2, “Properties,”

On Aprit 2, 2015, Duke Energy completed the sale of its nonregulated
Midwest generation business, which sold power into wholesale energy markets,
to a subsidiary of Dynegy. For further information about the sale of the Midwest
Geneeation business, refer to Note 2 to the Consolidated Finaneial Statements,
"Acquisitions and Dispositions.”

Substantially all of Duke Energy Chio’s operations that remain after the
sale qualify for regulatory accounting.

Business Segments

Duke Erergy Ohio had two reportable operating segments, Regulated
Utilities and Commerzial Portfolio, prior to the sale of the nonregulated Midwast
generatian business. As a result of the sale Commercial Portfolio no longer
qualifies as a Duke Energy Ohio reportable operating segment, Therefore, for
periods subsequent to the sale, beginning in the second quarter of 2015, all
of the remaining assets and related results of operations previously presenied
in Commercial Portfolio are presented in Regulated Utilities and Other. For
additional information on this business segment, including financial information,
see Note 3 to the Consolidated Financial Statements, "Business Segments.”
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DUKE ENERGY INDIANA

Duke Energy Indiana is a regulated public utility primarily engaged in
the genaration, transmission, distribution and sale of electricity in porticns of
Indiana. Duke Energy Indiana’s service area covers 23,000 square miles and
supplies electric service to 810,000 residential, commercial and industrial
customers. See ltem 2, “Properties” for further discussion of Duke Energy
Indiana's generating facilities, transmission and distribution. Duke Energy
Indiana is subject to the regulatory provisions of the IURC and FERC.

Substantfally all of Duke Energy Indiana’s operations are regulated and
qualify for regulatory accounting. Duke Energy Indiana operates one reportable
business segment, Regulated Utilities. For additional information regarding
this business segment, including financial information, see Noie 3 to the
Consolidated Financial Statements, "Business Segments.”

ITEM 1A. RISK FACTORS

In addition to other disclosures within this Form 10-K, including
Manragement's Discussion and Analysis — 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 differ substantially from those currentiy 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
Subsidiary Registrant level are generally applicable to Duke Energy.

Duke Energy may be unable to obtain the approvals required to complete
its acquisition of Piedmont or; in order to do so, the combined company
may be required to comply with material restrictions or conditions.

0On October 24, 2015, Duke Energy entered into a Merger Agreemant
with Piedmant, For the acquisition to be completed, various approvals must
be obtained from state utility and regulatory authorities. These governmental
authorities may impose conditions on the completion, or require changes to the
terms, of the transaction, including restrictions or conditions or the business,
operations, or financial parformance of the combined company following
completion of the transaction. These conditions or changes could have the
effect of delaying completion of the acquisition or imposing additional costs on
or limiting the revenues of the combined company following the transaction,
which could have a material adverse effect on the financial position, results of
operations or cash flows of the combined company and/or cavse either Duke
Enargy or Piedmont to abandon the transaction.

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

Duke Energy and Piedmont entered into the merger agreement with the
expectation that the transaction would result in various benefits, including,
among other things, being accretive to earnings and foundational to establishing
a broader gas infrastructure business within Duke Energy. Achieving the
anticipated benefits of the transaction is subject to a number of uncertainties,
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; decreasas in the amount of expected revenues generated by
the combined company and diversion of management's time and energy, alf
of which could have an adverse effect on the combined company’s financial
position, results of operations or cash flows. .

Failure to complete tha transaction with Piedmont could negatively impact
Duke Energy's stock price and Duke Energy's future business and financial
results.
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if Duke Energy"s acquisition of Piedmont is not completed, Duke Energy's
ongoing business and financial results may be adversely affected and Duke
Energy will be subject to a number of risks, including the following:

* Duke Energy may be required, under specified circumstances set forth in
the Merger Agreement, to pay Piedmaont a termination fee of $250 million;

* Duke Energy will be required to pay costs relating to the transaction,
including legal, accounting, financial advisory, filing and printing costs,
whether or not the transaction is completed; and

= execution of Duke Energy’s acquisition of Piedmont (including integration
planning} may require substantial commitments of time and resources
by our management, which could otherwise have been devoted to other
opportunities that may have been beneficial to Duke Energy.

Duke Energy could also be subject to fitigation related to any failure to
complete the transaction with Piedmont. If the transaction is not completed,
these risks may materialize and may adversely affect Duke Energy's financial
position, results of aperations or cash flows.

REGULATORY, LEGISLATIVE AND LEGAL RISKS

The Duke Energy Registrants’ regulated eleciric revenues, earnings and
results are dependent on state legislation and regulation that affect electric
peneration, transmission, distribution and related activities, which may
limit their ability to recover costs,

The Duke Energy Registrants' regulated utility businesses are regulated
on a cost-of-service/rate-of-retum basis subject to statutes and regulatory
commission rules and procedures of North Carolina, South Caralina, Florida,
(Ohip, Indiana and Kentucky. If the Duke Energy Registrants’ regulated utility
arnings exceed the returns established by the siate utility commissions,
retail electric rates may be subject to review and possible reduction by the
commissions, which may decrease the Duke Energy Registrants’ future
eamings. Additionally, if regulatory bodies do not allow recovery of costs
incurred in providing service on a timely basis, the Duke Energy Registrants’
future garnings could be negatively impacted.

If legislative and regulatory structures were to evalve 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. In addition,
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 rooftop solar and battery storage, in Duke Energy service
territories could result in customers leaving the electric distribution system and
an increased customer net energy metering, which allows customers with rooftap
solar to receive bill credits for surplus power at the full retail amount. Qver time,
customer adoption of these technologies and increased energy efficiency could
result in excess generation resources as well as stranded costs if the Company is
not able to fully recover the costs and investment in generation.

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
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extent and timing of entry by additional competitors into the electric markets.
The Dukea Energy Registrants cannot predict if or when they will be subject to
changes in |egislation or regulation, nor can they psedict 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 that wilf affect their operations and costs.

The Duke Energy Registrants are subject to regulation by FERC, NRC,
EPA and various other federal agencies as well as the North Amarican Electric
Relability 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,

The Dan River ash basin release could impact the reputation and financial
condition of the Duke Energy Registrants.

There is uncertainty regarding the extent and timing of future additional
costs and liabilisies related to the Dan River ash basin release, including
the amount and extent of any pending or future civil penalties and resulting
litigation. These uncertainties are [ikely to continue for an extended period and
may further increase costs. Thus, the Dan River ash basin release could have
an adverse impact on the reputation of the Duke Energy Registrants and their
financial position, results of operations and cash flows.

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 fo 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 reselt in
increased capital, operating and ather costs. These [aws and regulations
generally require the Duke Energy Registrants to obtain and comply with a wide
variety of environmental ficenses, permits, inspections and cther approvals.
Compliance with environmantal laws and ragulations can require significant
expenditures, including expenditures for cleanup costs and damages arising
fram contaminated properties. Failure to comply with envirenmental regulations
may rasult 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 requirad environmental
regulatory approvals for their aperating 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
stringant compliance levels could result in additional costs of operation for
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existing facilities or development of new facilities being prevented, detayed o
subject to additional costs. Afthough 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
€0, emissians. These regulations may require the Duke Energy Registrants to
make additional capital expenditures and increase operating and maintenance
costs.

Duke Energy’s investments and projects located outside of the U.S. expose
it to risks related 1o the laws, taxes, economic and political conditions, and
palicies of foreign governments. These risks may delay or reduce Duke
Energy's realization of value from its internatianal projects.

Duke Energy currently owns and may acquire and/or dispose of material
energy-related investments and projects outside the U.S. The economic,
regulatory, market and palitical conditions in some of the countries where Duke
Energy has interests may impact its ability to abtain financing on suitable terms.
Other risks relate to its customers’ ability to hanor their obligations with respect
to projects and investments, delays in construction, limitations on its ability
to enforce legal rights, and interruntion of business, as well as risks of war,
expropriation, nationalization, renegotiation, trade sanctions or nullification of
existing coniracts and changes in law, regulations, market rules or tax policy.

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 dewntuens or sluggishness in the economy generally affect
the markets in which the Duke Energy Registrants operate and negatively
influence electricity operations. Declines in demand for electricity as a result of
economic downturns in the Duke Energy Registrants’ regufated electric service
territories will reduce overall sales and lessen cash flows, especially as industrial
customers reduce production and, therefore, consumption of electricity. Although
the Duke Energy Registrants’ regulated electric business is subject to regulated
allowable rates of return and racovery of certain costs, such as fuel, under
periodic adjustment clauses, overall declines in electricity sold as a resuit of
economic downturn or recession could reduce revenues and cash flows, thereby
diminishing results of operations. Additionally, pralonged econemis 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 Eneray Registrants also sell eleciricity into the spot market or
other competitive pawer markets on a contractual basis. With respect to such
fransactions, the Duke Energy Registrants are not guaranteed any rate of retum
on their capital investments through mandated rates, and revenues and results
of operations are likely to depend, in large part, upon pravailing market prices.
These market prices may fluctuate substantially over relatively short periods
of time and could reduce the Duke Energy Registrants’ revenuas 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 eleciricity
arg as follows:

= weather canditions, including abnarmally mild winter or summer
weather that cause lower energy usage for heating or cooling purposes,



PART |

respectively, and periods of low rainfall that decrease the ability to
operate facitiies in an economical manner;

supply of and demand for energy commodities;

transmission ar transportation constraints orinefficiencies that impact
nonregulated energy operations;

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

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

ahility to procure satisfactory levels of inventary, such as coal, gas and
uranium; and

capacity and fransmission service into, or out of, the Duke Energy
Registrants’ markets.

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 pipefine
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
gavern the operations, assessments, storage, closura, remediation,
disposal, and monitoring relating to coal combustion residuals (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 Jarge amounts of CCR that are primarily
stored in dry storage within landfils or combined with water in other surface
impoundments, all in compliance with applicable regulatory requirerents.
However, the potential exists for another CCR-refated incident, such as ihe ane
that occurred during the 2014 Dan River Steam Station basin release, that could
raise environmental or general public health concems. Such a CCR-related
incident could have a material adverse impact an 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 surface impoundments, structural fills
and CCR pites, and establishes requirements regarding landfill design,
strugtural integrity design and assessment criteria for surface impoundments,
groundwater monitoring and protection procedures, and other operational and
reporting procedures for the disposal and management of CCR. In additien io
the federal regulations, CCR landfilis and surface 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, regutations, and other legal requirements may require
or result in additional expenditures, increased operating and maintenance
casts, and/or result in closure of certain power generating facilities, which
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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 pracess 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 contragts with terms that contemplate
recovery of such costs, although there is no guarantee of fulf cost recovery. In
addition, the timing for recovery of such costs could have a material adverse
impact on Duke Energy’s cash flows.

The Duke Energy Registrants have recognized significant asses retiremant
obligations related to these CCR-related requirements. In 2015, closure
activities began at ihe four sites specified as high priority by the North Carolina
Coal Ash Management Act (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 af large amounts of CCR materials to off-site
locations for use as structural fill and to off-site or on-site lined landfills.

A other sites, preliminary planning and closure methods have been studied
and factored into the estimated retirement and management costs, Coal

Ash Act requires CCR suriace impoundments in North Carolina to be closed,
with the closure method based on a risk ranking classitication determined by
state regulators and the North Carolina Coal Ash Commission. Other than the
high priority sites specifically delineated by Coal Ash Act, the North Carolina
Department of Environmental Quality (NCDEQ) has issued either preliminary
draft risk rankings or has yet to designate specific risk classifications. These
proposed risk rankings remain subject to a public comment period, including
public meetings, follawed by a final risk ranking recommendation by the NCDEQ
to the Coal Ash Commission, for the Coal Ash Commission's final approval.
As tha closure and CCR management work progresses, final risk ranking
classifications of surface impoundments in Narth Carofina are delineated,
and final closure plans 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' finangial 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 de¢line in customer demand or number of
customers.

Growth in customer accounts and growth of customer usage each directly
influence demand for electricity and the need for additional power generation
and delivery facilities. Custamer growth and customer usage are affected by
a number of factors outside the control of the Duke Energy Registrants, such
as mandated enerpy 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 formatian 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,
inciuding fuel cells, micro-turbines, wind turbines and solar cells, may reduce
the cost of alternative meihods of producing power to a level competitive with
central power station electric production utilized by the Duke Energy Regisirants.

Some or all of these factors, could resuit in a lack of growth or decline in
custamer demand for electricity or number of customers, and may cause the
fatlure of the Duke Energy Registrants to fully realizo 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.
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Furthermare, the Duke Energy Registrants currently have energy efficiency
riders in pface to recover the cost of energy efficiency programs in North
Carelina, South Carolina, Flarida, Ohio and Kentucky. Should the Duke Energy
Registrants be required to invest in conservation measures that result in
reduced sales from effective conservation, regulatosy lag in adjusting rates for
the impact of these measures could have a negative financial impact.

The Duke Energy Repisirants’ operating results may fluctuate on a seasonal
and quarterly basis and can be negatively affected by changes in weather
conditions and severe weather.

Elgctric power generation is generally a seasonal business. In most parts
of the U.S., and other markets in which Duke Energy operates, demand for pawer
peaks during the warmer summer months, with market prices typically peaking
at that time. In other areas, demand for power peaks during the winter, Further,
extreme weather conditions such as heat waves or winter storms could cause
these seasonal fluctuations to be more pronounced. As a result, in the future,
the overail 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
hydroglectric plants, as well as fossil and nuclear plant apesations, as these
facilities use water for cooling purposes and for the operation of environmental
compliance equipment. Furthermaore, destruction caused by severe weather
events, such as hurricanes, tornadoes, severe thunderstorms, snow and ice
storms, can result in fost operating revenues due to outages; property damage,
including downed fransmission and distribution lines; and additional and
unexpected expenses to mitigate sterm damage. The cost of storm restoration
efforts may not be fully recoverable through the regulatory process.

The Duke Energy Registrants’ sales may decreass 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,
as well as those of Duke Energy’s international markets, require wholesale electric
transmission services to be offered on an open-access, non-diseriminatory basis.
If transmission is disrupted, or if transmission capacity is inadequate, the Duke
Energy Registrants’ ability to sell and deliver products may be hindared.

The different regional power markets have changing regulatory strugtures,
which could affect growth and performance in these regfons. In addition, the
130s who gversee 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 advarsely impact the profitability of the
Duke Energy Registrants' wholesale powar marketing business.

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 oll, nuclear fuel, electricity
and other energy-related commadities 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 commissiens.

Additionally, the Duke Energy Registrants are exposed to risk that
counterparties will not be able to fulfill their obligations. Disruption in the
delivery of fuel, including disruptions as a result of, among other things,
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transportation delays, weather, labor relations, force majeure events, or
environmental regulations affecting any of these fuel suppliers, could limit the
Duke Energy Registrants to operate their facilities. Should counterparties fait to
perform, the Duke Energy Registrants might be forced to replace the underlying
commitment at prevailing market prices possibly resulting in losses in addition
to the amaunts, if any, already paid to the counterparties.

Certain of the Duke Energy Repistrants’ hedge agreements may result in the
receipt of, or pasting 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 coltateral posting requirements, The Duke Energy Registrants
continually manitor 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 financiat market instability and volatility in prices for natural
gas and ail, 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 actian by the U.S. and its alligs could be
directed against companies operating in the U.S. or their international affiliates.
Information technology systems, transmission and distribution and generation
facilities such as nuclear plants could be potential targets of terrorist activities
or harmiul activities by individvals 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 generatien facilities, including nuclear power
plants under the NRC's design basis threat requirements. These increased
costs could include additionat physical plant security and security personnel or
additional capability following a terrorist incident.

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

Infermation security risks have generally increased in recent years as a
rasult of the profiferation of new technologies and the increased sophistication
and frequency of cyberattacks and data security breaches, The utility industry
fequires the continued operation of sophisticated information technology systems
and network infrastsucture, 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 Intemet 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 informatian accessed (i} experience substantial loss
of revenues, repair and restoration costs, implementation costs for additional
security measures to avert future cyberattacks and other financial loss, and (i) be
subject to increased repulation, litigation and reputational damage.

Failure to attract and retain an appropriately qualified warkforce could
unfavorably impact the Duke Energy Registrants’ results of operations.
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Certain events, such as an aging workforce, mismatch of skill set or
complement to future neads, or unavailabitity of contract rescurces may
lead to operating challenges and increased costs. The challenges include
lack of resourcas, loss of knowledge base and the lengthy time required
for skill development. In this case, costs, including costs for contractors to
replace employees, productivity costs and safety costs, may rise. Failure to
hire and adequately train replacement employees, including the transfer of
significant internal historical knowledge and expertise to new employees, or
future availzbility and cost of contract labor may adversely affect the ability to
manage and operate the business, especially considering the workforce needs
associatad 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 or results of operations could be negatively affected.

Duke Energy’s investments and projects located outside of the LS. expose
it to risks related to fluctuations in currency rates, These risks, and Duke
Energy's activities to mitigate such risks, may adversely affect its cash
flows and results of operations.

Duke Energy's operations and investments outside the U.S. expose it o
risks related to fluctuations in currency rates. As each local currency’s value
changes relative to the U.S. dollar, the value in US. dollars of Duke Energy's
assets and liabilities in such locality and the cash flows penerated in such
locality, expressed in U.S. dollars, also change. Duke Energy’s primary foraign
currency rate exposure is to the Brazilian real.

Duke Energy selectively mitigates some risks associated with foreign
currency fluctuations by, among other things, indexing contracts to the U.S.
dollar and/or local inflation rates, hedging through debt denominated or issued
in the fareign currency and nedging through foreign currency derivatives. These
efforts, however, may not be effective and, in some cases, may expose Duke
Energy to other risks that could negatively affect its cash flows and results of
operations.

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 regulatery 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 ravenues. 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 buitt
by others due to changes in RTO transmission rate design. Duke Energy Ohic
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
neutrat, various proposals and proceedings currently taking place by the FERC
may cause transmission rates to change from time ta time, n addition, RTOs
have been developing rules associated with the alfocation and methodology
of assigning costs associated with impraved transmission reliability, reduced
transmission congestion and firm transmission righis that may have a financial
impact on Duke Energy Ohio and Duke Energy Indiana.
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As members of an RTO, Duke Energy Ohio and Duke Energy Indiana
are subject to certain additional risks, inciuding 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
eamed 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 harmfut
effects on the environment and human health resulting from the aperation
of nuclear facilities and the storage, handling and disposal of radioactive
materials; limitations on the amounts and types of insurance commercially
available fo 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, and/er 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 Pragress 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 and financial condition 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 liguidity needs. Access to those markets ¢an be adversely
affected by a number of conditions, many of which are beyond the Duke
Energy Registrants' control.

The Duke Energy Registrants’ businesses are to a large degree 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 flow fram their operations and to fund investments originally
financed through debt instruments with disparate maturities, the Duke Energy
Registrants rely on access fo short-term maney markets as well a3 longer-term
capital markets, The Subsidiary Registrants also rely on access to short-term
intercompany borrowings. If the Duke Energy Registrants are not able o 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 abifity to access one or more financial markets. Such disruptions
could include: economic downturns, the bankruptey of an unrelated energy
company, capital market conditions generally, market prices for electricity and
gas, actual or threatened terrorist attacks, or the overall health of the energy
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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 ebligations 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 agreament.

Duke Energy maintains a revolving credit facility to pravide 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 barrawing sublimits for the Duke
Energy Registrants, each of whom is a parly 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 eniity 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
thers 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 invastment
grade in the future.

If tha 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 shori-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,
cemmodity and capacity agreements and trigger termination clauses in some
interest rate derivative agreements, which would require cash payments. Al
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.

Hon-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
varipus 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.

Market performance andg 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 aperation of nuclear generation facilities also requires the
maintenance of funded trusts that are intended te pay for the decommissioning
costs of the respective nuclear power plants. The performance of the capital
markets affects the values of the assets held in trust to satisfy these future
obligatiens, Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida
have significant cbligations in this area and hold significant assets in these trusts.
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These assets are subject to market fluctuations and witl yietd uncertain returns,
which may fall below projected rates of return. Althgugh a number of fagtors
impact funding requirements, a decline in the market value of the assets may
increase the funding requirements of the abligations for decommissioning nuclear
plants. if Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida
are unable to successfully manage their NDTF assets, their financial condition,
results of operations and cash flows could be negatively affected.

Poor investment performance of the Duke Energy pension plan holdings
and other factors impacting pension plan costs could uniavorably 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 retusn on plan
assets, discount rates, the leval of interest rates used to measure the required
minimum funding tevels of the plans, future government regulation and required
or voluntary contributiens 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 fo fund its
plans with significant amounts of cash, Such cash funding obfigations, and the
Subsidiary Registrants' proportionate share of such cash funding obligatians,
ceuld have a material impact on the Duke Energy Registrants’ financial position,
reslts of operations or cash flows.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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REGULATED UTILITIES

The following table provides information related to Regulated Utilities' electric peneration stations as of December 31, 2015. The MW displayed in the table

belaw ara based on summer capacity.

Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacity Capacity Intersst (36)
Duke Energy Caralinas
Ocones Nuclear Uraniumn 3¢ 2,554 2,554 100
McGuire Nuclear Uranium NC 2,296 2,295 100
Catawba® Nuclear Uranium 3¢ 2,290 a41 19.25
Belews Creek Fossil Coal NC 2,220 2,220 100
Marshall Fossil Coal NG 2,078 2,078 100
JE. Rogeis Fossil Coal NC 1,396 1,336 100
Lincoln Combustion Turbine {CT) Fossil Gas/Dil NC 1,267 1,267 100
Allen Fossil Coal NC 1,127 1,127 100
Rockingham CT Fossil Gas/Dil NG 825 825 100
Buck CC Fossil Gas NC 668 668 100
Dan River Combined Cycle (CC} Fossil Gas NG 638 638 100
Mill Creek CT Fossil Gas/0il SC 596 598 100
WS, Lee Fossil (Gas 3¢ 170 170 100
W.S. Lee CT Fossil Gas/Dil SC 82 82 100
Bad Creek Hydro Water SC 1,360 1,360 100
locassee Hydro Water 3¢ " 780 780 100
Cowans Ford Hydro Water NC 325 325 100
Keowee Hydro VWater SC 152 152 100
Other small facilities (25 plants) Hydro Water NG/SC 666 568 100
Oistributed generation Renewable Solar NC 4 4 100
Totaf Duke Energy Carolinas 21,494 19,645
Duke Energy Progress
Brunswick Nuclear Uranium NC 1,870 1870 100
Harris Nuclear Uranium NG 028 928 100
Robinson Nuclear Uranium SC 741 741 100
Roxbora Fossil Coal NC 2439 2439 100
Smith CC Fossil Gas/0il NG 1,088 1,088 100
HF Lee CC Fossil Gas/0il NG 810 214 100
Wayne County CT Fossil Gas/0il NG 863 863 100
Smith CT Fossil Gas/0il NG 780 780 100
Darlington CT Fossil Gas/0il SC 135 735 100
Mayo Fossil Coal NC 127 727 100
LY. Sutton CC Fossil Gas/Dil NG 622 622 100
Asheville Fossil Coal NG 376 378 100
Asheville CT Fossil Gas/0il NG 324 324 100
Weatherspaon GT Fossil Gas/0il NG 128 128 100
L.V. Sutton CT Fossil Gas/0il NC 6l 6l 100
Blewstt CT Fossil Qil NC 52 52 100
Walters Hydro Water NG 112 112 100
Other small facilities (3 plants) Hydro Water NG 115 115 100
Distributed generation Renewable Solar NG 44 4 100
Total Duke Energy Progress 12,915 12,315
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Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacity Capacity Interest (%)
Duke Energy Florida
Crystal River Fossil Coal FL 2,201 2,281 100
Hines CC Fossil Gas/0il FL 1812 1,912 100
Bartow CC Fossi Gas/0il FL 1,105 1,105 100
Anglote Fossil Gas FL 1,041 1,041 100
Intercession City CT® Fossil Gas/0il FL 984 984 (h)
DzBary CT Fossil Gas/0il FL 637 637 100
Tiger Bay CC Fossil Gas/0il FL 205 205 100
Bartow CT Fossil Gas/0il FL 173 175 100
Bayboro CT Fossil Qil FL 174 174 100
Suwannae River CT Fossil Gas FL 155 155 100
Suwannse River Fossil Gas/0il FL 128 128 100
Higgins CT Fossil Gas/0il FL 108 109 100
Turner CT Fossil Qil FL 7 79 100
Avon Park CT Fossil Gas/0il FL 48 48 100
University of Flarida CoGen CT Fossil Gas FL 46 49 100
Rio Pinar CT Fossil Qil FL 12 12 00
Total Duke Energy Florida 9,101 9,101
Duke Energy Ohio
East Bend Fossil Ceal KY 600 600 100
Woodsdale CT Fossil Gas/Propane OH 462 462 100
Total Duke Energy Ohia 1,082 1,082
Duke Energy Indiana
Gibsonic) Fossil Ceal IN 3,132 2822 90,10
Cayuga(® Fossil Coal/0il IN 1,005 1,005 100
Wabash River® Fossil Coal /0il IN 676 676 100
Edwardsport Fossil Coal IN 595 585 100
Madison CT Fossil Gas 0OH 576 576 100
Vermillion CT® Fossil Gas N 568 355 62,50
Wheattand CT Fossil Gas N 460 460 100
Noblesville CC Fossil Gas/0il N 285 285 100
Gallagher Fossil Coal IN 280 280 100
Henry County CT Fossil as/Oil N 129 129 100
Cayuga CT Fossil Gas/0il IN ] 99 160
Connersyille CT Fossil Qil IN 86 85 100
Miami Wabash CT Fossil Qil IN 80 80 100
Markland Hydro Water IN 45 45 100
Total Duke Energy Indiana 8,016 7493
Total Regulated Utilities 52,588 50,216
Totals By Plant Type
Nuclear 10,679 4830
Fossil 38,306 37,183
Hydro 3,555 3,555
Renewable 48 18
Total Regulated Utilities 52,588 50,216

{a) Juintly owned with North Caralina Municipal Power Agency Number 1, North Carolina Electric Membership Corporztion and Piedmont Municipat Power Agency,
{b} Duke Encrgy Florida owns and operates Intercessiun City Station Units 1-10 and 12-14. Unit 11 is jointly owned with Georgia Power Company (GPG). GPG has the exclusive right to Lhe output of this unit during the manths of June

{hrough September. Duke Enangy lorida iras the exclusive right to the output of this unit for the remainder of the year. Duke Energy Fiorida has executed an agreement to purchase Georgia Power Company's interest in these facilities,
{c) Duke Energy Indiana owns and operates Gibson Station Units 1-4 and awns 50.05 percent of, and operates, unit 5. Unit 5 is jointiy owned with Wabash Valley Power Association, Inc. and Indiana Municipal Power Agency.

{d) Includes Cayuga Internat Combustion {IC).

{e) Includes Wabash River iC.

f Jointly owned with Wabash Yalley Power Association.
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The following table provides information related to Regulated Utilities” electric transmission and distribution properties as of December 31, 2015.

Duke Duke  Duke Duke  Duke Duke
Energy Energy Energy Energy Energy Energy

Carolinas  Progress Florida  Ohio Indiana  Utilities
Electric Transmission Lines
Miles of 500 40 525 Kilovolt (kV) 600 300 200 — — 1,100
Miles of 345 kY — —_— — 1,000 700 1,700
Miles of 230 kY 2,600 3400 700 — 700 8,400
Miles of 100 to 161 kY 6,800 2600 1,000 700 1400 12,500
Miles of 13 to 69 kY 3,100 — 2300 700 2,500 8,600

Totat conductor miles of electric transmissio lings

13,100 6300 5200 2400 5300 32,300

Electric Distribution Lines
M:les of gverhead lines
Milas of underground line

66,600 44,100 24200 13,800 22400 171,100
36,500 23700 18200 5800 8600 92,800

Total conductor miles of electric distribution lines

103,100 67,800 42,400 19,500 31,000 263,900‘

Number of electric transmission and distribution substations
Milas of gas mains
Milas of gas service lines

1,500 500 500 300 500 3,300
— — — 7,200 — 7,200
— — — 5,800 — 5,800

Substantially all of Regulated Utilities' 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 [ndiana's various series of First Mortgage Bonds.

INTERNATIONAL ENERGY

The following table provides additionat information related to International Energy’s electric generation stations as of December 31, 2015. The MW displayed in

the table below are based on summer capacity.

Total MW Owned MW Ownershig
Primary Fuel Location Capacity Capacity Interest (%)
DEI Brazil Water Brazil 2,274 2,087 92
OEI Argentina Water/Gas Argentina 576 523 9
OEI Peru— Egenor Water Peru 352 352 100
OEI Peru — Aguaytia Gas Peru 192 192 100
OE| Chile Water/Diesel Chile 362 362 100
DEI Guatemala Oil/Diesel/Coal Guatemala 361 36t 100
OEI EI Salvador Qil/Diesal El Salvador 324 293 a0
DEI Ecuadar Diessl Ecuador 192 163 85
Total International Energy 4,633 4333

International Energy alsa owns a 25 percent aquity interest in NMC, In 2015, NMC produced approximately 890,000 metric tons of methanal and approximately
1.0 million metric tons of MTBE. Approximately 40 percent of methanal is normally used in the MTBE production.
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COMMERCIAL PORTFOLIO

The fallowing table provides informaticn related to Commercial Portfolia’s electric generation facilities as of December 31, 2015. The MW displayed in the table
belaw are based an summer capacity.

Total MW Owned MW Qwnership

Facility Plant Type Primary Fuel Lacation Capacity Gapacity Interest (%)
Duke Energy Renewables — Wind

Los Vientos Windpower Renewahle Wind ™ 712 712 100
Top of the World Renewable Wind WY 200 200 100
Notrees Renewable Wind ™ 153 153 100
Campbell Kill Renewable Wind WY 99 9 100
North Allegheny Renewable Wind PA 70 70 100
Laurel Hill Wind Energy Renewable Wind PA 69 69 100
Ocotillo Renewable Wind I} 59 59 100
Kit Caison Renewable Wind (4] 51 51 100
Silver Sage Renewable Wind WY 42 42 100
Happy Jack Renewable Wind WY 29 29 100
Shirley Renewable Wind L 20 20 100
Sweelwater | Renewable Wind I} 38 19 50
Sweelwater I Renewable Wind I} 9 45 50
Sweetwater Il Renewabla Wind X 135 67 50
Sweelwater IV Renewable Wind ™ 241 113 47
Sweelwater V Renewable Wind ™ 80 k1) 47
Tronwood Renewable Wind KS 168 8 50
Cimamanll Renewable Wind KS [31 66 50
Mesquite Creek Renewable Wind ™ 211 106 30
Total Renewables — Wind 2,599 2,042

Duke Energy Renewables — Solar

Conetoe Il Renewable Solar NC 80 80 100
Seville Renewable Solar CA 50 50 100
Kelford Renewable Solar NC 22 22 100
Highlander Renewable Solar CA 21 21 100
Dogwoad Renewable Solar NC 20 20 100
Halifax Airport Renewable Sclar NC 20 20 100
Pasquotank Renewable Solar NC 20 20 100
Pumpjack Renewable Selar ca 20 20 100
Wildwaood Renewable Solar CA 20 20 100
Shawbora Renewable Salar NG 20 20 100
Bagdad Rengwable Solar A 13 15 100
TX Solar Renewable Salar L1 14 14 100
Creswell Alligood Renewable Salar NG 14 14 100
Washington White Post Renawable Solar NC 12 12 190
Whitakers Renawable Solar NG 12 12 100
Other small solar Renawable Salar Various 79 Ii 100
Total Renewables — Solar 439 439

Total Commercial Portfolio 3,038 2,481

OTHER

Duke Energy owns approximately 5.2 million square feet and leases 2.9 millior: square feet of corporate, regional and disirict office space spread throughout its
service territories and in Houston, Texas.
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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.

Virginia Department of Environmental Quality Civil Enforcement

In June 2015, the Virginia State Water Control Board voted to approve a
consent order fo resolve the civil enforcement claim of the Virginia Department
of Environmental Quality (VOEQ) against Duke Energy Carolinas refated to the
February 2014 Dan River coal ash release. Pursuant to the terms of the $2.5
million settlement, Duke Energy Carolinas is required to perform $2.25 million of
environmental projects that benefit Virginia communities and fund an additional
$250,000 for VDEQ to respond to environmental emesgencies. Failure to perform
sufficient environmental projects will require Duke Energy Carolinas to make a
cash payment in the amount of the shortfall.

MTBE Litigation

On June 29, 2007, the New lersey Department of Envirgnmental Protection
(NIDEP) fited suit against, among others, Duke Energy Merchants (DEM),
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 cleanar. The case was moved to federal court and
consolidated in an existing multidistrict fitigation docket of pending MTBE cases.
DEM and NJDEP have reached an agreement in principle to seftle the case for
a payment by DEM of $1.7 millior. On February 19, 2016, the Court approved a
Consent Decree executed by the parties which settles the case,

DEM is also a defendant in a similar case filed by the Commonwealth
of Pennsylvania on June 19, 2014. That case has also been moved to the
consolidated multidistrict proceeding. Discovery in this case continues,

Brazilian Transmission Fee Assessments
On July 16, 2008, Duke Energy International Geracao Paranapanema S.A.

(DEIGPY filed a lawsuit in the Brazilian federal court challenging transmission
fee assessments imposed under two new resolutions promulgated by the

ITEM 4. MINE SAFETY DISCLOSURES

Brazilian electricity regulatory agency (ANEEL) {collectively, the Resalutions}.
The Resolutions purport to impose additional transmission fees on generation
companies located in the State of Sao Paulo for utilization of the electric
transmission system. The fees were retroactive to July 1, 2004, and effective
through June 30, 2009. DEIGP's original assessment under these Resolutions
amounis to approximately $43 million inclusive of interest through December
2015, Pending resolution of this dispute on the merits, DEIGP deposited

the disputed portion, approximately $15 million, of the assassment into a
court-monitored escrow, and paid the undisputed portion to the distribution
companies. In a decision published on October 2, 2013, the trial court affirmed
an additional fine imposed by ANEEL in the amount of approximately $7 million
for DEIGP"s failure to pay the disputed portion of the assessment. The $7 million
was also deposited inte a court-monitored escrow. In December 2014, the trial
court ruled in favor of DEIGP on the merits of the original assessment. The
merits of the original assessment and fine, as well as the contradiction hetween
the trial court's ruling in favor of DEIGP on the original assessment but against
DEIGP on its alleged failure to timely pay that assessment are being addressed
on appeal,

Brazilian Regulatory Citations

In September 2007, the State Environmental Agency of Parana {IAP)
assessed seven fines against DEIGP for failtre to comply with reforestation
measures allegedly required by state regulations in Brazil. DEIGP has challenged
the fines in administrative and judicial proceedings. Two of the seven fines
have subsequently been dismissed or otherwise reselved in favor of DEIGP
Athird fine was determined Jegitimate by the trial court, but is under appeal.
The remaining fines are pending. The total current amount of the AP fines is
approximately $10 million.

Additionatly, DEIGP was assessed three fines by Brazil Institute of
Environment and Renewable Natural Resources (BAMA) for improper
maintenance of existing reforested areas. One of these fines was datermined
lepitimate by the trial court and is under appeal. The athers are pending, The
total current IBAMA assessment is appraximately $400,000. DEIGP believes that
it has propesly maintained all reforested areas and has challenged the [BAMA
assessments.

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

The common stock of Duke Energy is listed and traded an the NYSE (ficker symbol DUK), As of January 31, 2016, there were 166,231 Duke Energy common

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

Commion Stock Data by Quarter

The following chart provides Duke Energy common stock irading prices as reported on the New York Stock Exchange and information an comman stock dividends
declared. Stock prices represent the intra-day high and low stock price.

75,13
g
¥— —F
67.05 68.61
o:;”éo o_;“éo 0.795 0.795 0.795 0.785 0.825 0.825
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——=i—— Stack Price High ~—¥-——  Stock Price Low —F@—— Dividends Declared Per Share
Duke Energy expects to continue its policy of paying regular cash Duke Energy's cperating subsidiaries have certain restrictions an their
dividends; however, there is no assurance as to the amount of future dividends ability to transfer funds in the form of dividends or loans to Duke Energy. See
as they depend on future eamings, capital requirements, and financial Note 4 fo the Consolidated Financial Statements, “Regulatory Matters” for

condition, and are subject to declaration by the Duke Energy Board of Directors. further information regarding these restrictions.

Securities Authorized for Issuance Under Equity Compensation Plans

Duke Energy will provide information that is responsive to this [tem & in its definitive praxy statement or in an amendment to this annual repurt not later
than 120 days after the end of the fiscal year covered by this annual report, in either case under the caption “Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters,” and possibly elsewhere therein, That information is incerporated in this Item 5 by reference.

Issuer Purchases of Equity Securities for Fourth Quarter 2015

There were no repurchases of equity securities during the fourth quarter of 2015.
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Stock Performance Graph

The following performance graph compares the cumulative total shareholder refurn from Duke Energy Corporation common stock, as compared with the
Standard & Paor'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, 2010, in Duke Energy common stock, in the S&P 500 and in the Philadelphia Utility Index and that all dividends were reinvested.
The stackholder return shown below for the five-year historical period may not be indicative of future performance.
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NYSE CEOQ Gertification

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, 2015.
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ITEM 6. SELECTED FINANCIAL DATA
Tha following table provides selected financiat data for the years of 2011 through 2015,

{in millions, except per share amounts) 2015 2014 2013 2012 2011
Statement of Operations™
Total operating revenues $ 23459 § 23925 § 22756 § 17912 ¢ 12412
Operating incoma 5,367 5258 4,854 24911 2475
fncome from continuing aperations 2811 2,465 2,590 1611 1,508
[ncome {foss) fram discontinued operations, net of fax 20 (376) 86 171 206
Net income 2,831 1,889 2,676 1,782 1,714
Net income attributable to Duke Energy Corporation 2,818 1,883 2,665 1,768 1,706
Common Stock Data
[ncome from continuing operations attributable to Duke Energy Corporation common stockholders®

Basic $ 402 § 346 % 384 % 277 % 3

Dituted 4.02 348 3.63 2.17 3.34
Income {foss} from discontinued operations altributable fo Duke Energy Cosporation common steckhelders®

Basic $ 003 % (0B % o013 § 030 $ 049

Diluted 0.03 (0.80) 0.13 0.30 0.49
Netincome attributable to Duke Energy Corporation common stockholders®

Basic $ 409 & 266 § 3 0§ A0 § 383

Diluted 4.05 2.66 376 07 383
Dividends declared per share of comman stock® 34 3.15 3.06 3.03 2.97
Balange Shest
Total assets® $120876 $120557 $11477%  $113856 § 62526
Long-term debt including capital leases and redeemable preferred stock of subsidiaries, less current maturities® 37,495 37,061 38,152 35,444 18,679

{a)

Significant transactions reflected in the results above include: (i} 2014 impairment of the Disposal Group (see Note 2 to the Consalidated Financial Statements, "Acquisitions and Dispositions"); {ii} 2014 incremental tax

expense resulting from the decision to repatrfate all cumulative historical undistributed foreTgn eamings (see Note 22 o the Gansulidated Financial Statements, “Incoma Taxes™); {iii) 2014 increase in the litigation reserve
related to the criminal investigation of the Dan River coa! ash release (see Note 5 to the Cansofidated Financial Statements, *Commitments and Cantingencies"); Giv) 2013 charges related to Crystal River Unit 3 and nuclear
davelopment costs {see Note 4 to the Consolidated Financial Statements, “Regulatory Matters™); (v) the 2012 merger with Progress Energy; (v} costs to achieve mergers in 2015, 2014, 2013, 2012 and 2011; and {vii) 2012
and 2011 pretax impaiment and other charges refated to the Edwardspart Integrated Gasification Combined Cycle (IGCC) project of $628 million and $222 million, respectively.

h
split had been effective at the beginning of the earliest pericd presented.
{r)

On July 2, 2012, immediately prior to the merger with Progress Energy, Duke Energy executed 2 one-for-threg reverse stock split. All share and eamings per share amounts are presented as if the one-for-three reverse stock

During 2015, Duke Energy adopted new accounting gidance refated to the presentation of debt issuance costs on the balance sheet. As a resuit of the adoption, Total Assets and Long-term debt including capital leases

and redeemable grefemed stock of subsidiaries, tess cument maturities were recasted to £onform to the new presentation, The impact 1o 2013, 2012 and 2011 was not material, See Note 1 1o the Consolidated Financial
Statements, "Summary of Significant Accounting Policies,” for additional informatian related the new accounting standard.

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, adjusted earnings per share and adjusted segment
income, discussed below, Generally, a non-GAAP financial measure is 2
numerical measure of financial performance, financial position or cash flows
that excludes (or includes} amounts that are includad in {or excluded from) the
most directly comparable measure calculated and presented in accordance with
GAAP. The non-GAAP financial measures should ba viewed as a supplement to,
and not a substitute for, financial measures presented in accordance with GAAP
Non-GAAP measures as presented hergin 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 Gperations 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 {formerly Duke
Energy Progress, Inc.) {Duke Energy Progress}, Duke Energy Florida, LLC
{formerly Duke Energy Florida, Inc.} (Duke Energy Florida), Duke Energy Ohio,
Inc. {Duke Energy Ohio) and Duke Enetgy Indiana, LLC (formerly Duke Energy
Indiana, Inc.} {Duke Energy Indiana) (collectively referred to as the Subsidiary
Registrants). However, none of the registrants makes any representation as
to information related solely to Duke Energy or the Subsidiary Registrants of
Duke Energy other than itself.
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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
subsfdiaries, Duke Energy Carofinas, Duke Energy Progress, Duke Energy Florida,
Duke Energy Ohio, and Duke Energy Indiana, as well as in Latin America.

When discussing Duke Energy's consolidated financial information, it
necessarily includes the results of the Subsidiary Registrants, which, aleng 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, 2015, 2014 and 2013,

Executive Overview

Acquisition of Piedmont Natural Gas

On October 24, 2015, Duke Energy entered into an Agreement and
Plan of Merger (Merger Agreement} with Piedmoni Natural Gas Company,
Inc., (Piedmont) a North Carolina corporation. Under the terms of the Merger
Agreement, Duke Energy will acquire Piedmont for approximately $4.9 Billion in
cash. Upon closing, Piedmont will become a whelly owned subsidiary of Duke
Energy.
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Pursuant to the Merger Agreement, upon the closing of the merger, each
share of Piedmont common stock issued and outstanding immediately prior to
the closing will be converted automatically into the right to receive $60 in cash
per share. In addition, Duke Energy will assume Piedmont's existing debt, which
was approximately $1.9 billion at October 31, 2015, the end of Piedmont's
most recent fiscal year. Duke Energy expects to finance the transaciion with a
combination of debt, betwaen $500 million and $750 million of newly issued
equity and other cash sources.

In connection with the Merger Agreement with Piedmont, Duke Energy
entered into a $4.9 billion senior unsecured bridge financing facility (Bridge
Facitity) with Barclays Capital, Inc. (Barclays). The Bridge Facility, if drawn
upon, may be used fo (i} fund the cash consideration for the transaction and (ii)
pay certain fees and expensés in connection with the transaction, In November
2015, Barclays syndicated its commitment under the Bridge Facility to a broader
group of lenders. Duke Energy intends to finance the transaction with proceeds
raised through the issuance of debt, aquity and other sources as noted above
and, therefore, does not expect to draw upon the Bridge Facility.

The Federal Trade Commission {FTC) has granted early termination
of the 30-day waiting period under the federal Hart-Scott-Rodino Antitrust
Improvements Act of 1976, On January 22, 2016, shareholders of Piedmant
Natural Gas approved the company's acquisition by Duke Energy. On fanuary
15, 2016, Duke Energy filed for approval of the transaction and associated
financing requests with the NCUC. On January 29, 2016, the NCUC approved
the financing requests. On fanuary 15, 2016, Duke Energy and Piedmant filed a
joint request with the Tennessee Regulatory Authority far approval of a change in
control of Piedmont that will result from Duke Energy's acquisition of Piedmont.
In that request, Duke Energy and Piedmont requested that the Authority approve
the changg in control on or before April 30, 2016. Subject to receipt of required
regulatory approvals and mesting closing conditions, Duke Energy and Piedmant
target a closing by the end of 2016.

On December 11, 2015, Duke Energy Kentucky filed a declaratory request
with the KPSC seeking a finding that the transaction does rot constitute a
changa in control of Duke Energy Kentucky requiring KPSC approval. Duke
Energy also presented the transaction for information before the PSCSC en
January 13, 2016.

The Merger Agreement cantains certain termination rights for both Duke
Energy and Piedment, and provides that, upon termination of the Merger

Financial Results

Annual Earnings (in millions)

i Net Income Atiricutable to Duke Energy Corporation

Adjusted Earnings (a}

$3,218

2013 2014 2015
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Agreement under specified circurnstances, Duke Energy would be required
to pay a termination fee of $250 million te Piedmont and Pisdmont would be
required to pay Duke Energy a termination fee of $125 millian.

See Note 4 to the Consolidated Financial Statements, Regulatory
Matters,” for additional information regarding Duke Energy and Piedmont’s joint
investment in Atlantic Coast Pipeline, LLC..

Midwest Generation Exit

Duke Energy, thraugh indirect subsidiaries, completed the sale of the
nanregulated Midwest generation business and Duke Energy Retail Sales LLC
(collectively, the Disposal Group) ta a subsidiary of Dynegy on April 2, 2015, for
approximagly $2.8 billion in cash, Refer to Note 2 to the Cansalidated Financial
Statements, "Acquisitions and Dispositions,” for additional information on this
transaction.

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 billien of Duke Energy common
stock under an accelerated stock repurchase program (the ASR). Duke
Energy made payments of $750 mitlion to each of the Dealers and was
delivered 16.6 million shares, with a total fair vatue 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 $225 miltion unsettled portion met the criteria to be accounted far
as a forward contract indexed to Duke Energy’s stock and qualified as an
equity instrument. 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 comman stock
during the term of the program, less a discount.

For additional information on the details of this transaction, see
Note 18 fo the Consolidated Financial Statements, “Common Stock.”

Annual Earnings Per Diluted Share

Net Income Attributable to Duke Energy Cerperation common
stockholders per diluted share

Adjusted Diluted Eamings Per Share {a)

$4.38 $4.55

2013 2014 2015

{a) Sea Results of Operations below for Duke Engrgy’s definition of adjusted eamings and adjusted diluted eamings per share as well as & reconciliation of this non-GAAP financial measure o net income attributable to Duke

Energy and netincome attributable to Duke Energy per diluted share.
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Adjusted earnings decreased from 2014 to 2015 primarily due to lower
earnings at International Energy as a result of unfavorable hydrology and
changes in foreign currency exchange rates, pastially offset by improved
eamings at Regulated Utilities from improved retail pricing and wholesale
margins net of higher operations and maintenance expense.

Adjusted eamings increased from 2013 ta 2014 primarily due to the
impact of revised rates and favorable weather, partially offset by higher
depreciation and amartization expense.

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 busingss segments, as well as
Other,

2015 Areas of Focus and Accomplishments

In 2015, Duke Energy advanced a number of important strategic
initiatives to transform the energy future with a focus on customers, employees,
operations and growth. Duke Energy announced the acquisition of Piedmont,
completed the purchase of North Caralina Eastern Municipal Power Agency's
(NCEMPA) generation assets, completed the sale of the nonregulated Midwest
Generation business and executed on the coal ash strategy o continue moving
toward ash basin closures. Duke Energy also accomplished industry-leading
safety and enviranmental performance and increased the growth rate of the
dividend, a significant component of the investor value proposition.

Acquisition of Pledmont Naturaf Gas. In 2D15, Duke Energy entered
into a Merger Agreement with Piedmont, under which Duke Energy will
acquire Piedmont for $4.9 billion in cash. This acquisition reflects the growing
importance of natural gas to the future of the energy infrastructure within the
company's sefvice territory, and throughout the U.S., and establishes a platform
for future growth in natural gas infrastructure.

Purchase of NCEMPA's Generation. In 2015, Duke Energy completed
the acquisition of NCEMPA's ownership interest in some of Duke Eneray
Progress’s existing nuclear and coal generation for a total amount of
approximately $1.25 &illion. Duke Energy and NCEMPA signed a long-term
wholesale cantract te provide power to NCEMPA's customers previously served
by the generation assets purchased by Duke Energy.

Safe of the Midwest Generation Business. In 2015, Duke Energy
completed the sale of the Disposal Group to Dynegy for approximately $2.8
billion. This decision supports Duke Energy's strategy to focus investments
on businesses with more predictable and less volatile earnings. The proceeds
from the sale were used, in part, to recapitalize Duke Energy through a stock
repurchase program and deferrals of the issuance of long-term debt,

Operational Excelfence of the Nuclear Fleet. Duke Energy's nuclear
fleet set a company record for total electricity production and demonstrated a
combined capacity factor at approximately 34 percent, the 17th consecutive
year abave 90 percent on this plant relfability measure.

Coal Ash Management. On April 17, 2015, the £PA published the RCRA
in the Federal Register, establishing rules to regulate the disposal of CCR from
electric utilities as sofid waste. The RCRA, and the Coal Ash Act, as amended,
finalized the lagal framework related to coal ash management practices and
ash basin closure. With final rules in place, Duke Energy has made significant
progress toward closure of coal ash basins and has recommended excavation of
24 basins in the Carolinas. In addition, Duke Energy has performed comprehensive
proundwater studies at each North Carolina basin and provided that information
to the North Cavalina Department of Environmental Quality (NCDEQ), which was
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used by NCDEQ to risk-rank each Narth Caralina basin. These draft risk rankings
provide additional directicn for the closure of each basin.

Alsoin 2015, Duke Energy began closure activities on the four sites
specified as high risk by the Coal Ash Act and at the W.S. Lee site in South
Carolina, At each site, excavation has commenced, with coal ash moving off-site
for use in structural iifl or to lined landfills.

Deliver Merger Benefits. Duke Energy cantinues to facus on realizing
benefits of the merger with Progress Energy. Duke Energy is on track to achieve the
$687 miltion of puaranteed savings for customers in the Caralinas over five years,
After 3% years, Duke Energy Carofinas and Duke Energy Progress have generated
approximately 90 percent of the guaranteed fuel and joint dispatch savings.

Grow the Dividend, In 2015, Duke Energy increased the growth rate of the
dividend to an annual rate of approximately 4 percent.

Duke Energy Objectives — 2016 and Beyond

Duke Energy will continue to deliver exceptional value to our customers,
be an integral part of the communities in which we do business, and pravide
attractive returns to our 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 the changing
customer expectations through enhanced convenience, control and
chaice in energy supply and usage.

« Modernization of the power grid to improve reliability and flexibility in
suppart of increased distributed energy sources.

* Generation of cleaner energy through an increased amount of natural
gas, renewables generation and the continued safe and reliable
operation of nuclear plants.

* Operational excellence through engagement with employees and being
one of the best safety performers in the indusiry.

» Stakeholder engagement to ensure the regulatory rules in the states in
which we operate bengfit all customers.

Primary abjectives toward the implementation of this strategy include:

Compleie the Acquisition of Piedmont. As discussed above, Duke
Energy will continue to pursue the remaining required regulatory approvals to
achieve completion of the Piedmont acquisition in 2016. This acquisition will
establish a broader gas infrastructure platform within Duke Energy.

Duke Energy expects to finance the acquisition through a combination of
debt, newly issued equity and other cash sources.

Potential Sale of the Latin American Generation Business. On
February 18, 2016, Duke Energy announced it had initiated a process to divest
the Internatienal Energy business segment, excluding the equity investment
in NMC. The process remaing in 2 preliminary stage and there have been no
binding or non-binding offers requested or submitted. There is no specific
timeling for exgcution of a potential transaction. The sale is expected to be
dilutive to Duke Energy but would improve Duke Energy’s risk prafile and
enhance its abitity to generate more consistent earnings and cash flows over
time. Proceeds from a successful sale would be used to fund the aperations and
growth of its domesti¢ business.
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Growth Initiatives. Duke Energy will cantinug to pursue regulatory, state
and federal approval of the growth projects announced in 2015 and in earlier
periods. These projects will support Jong-term adjusted eamings growth and
support Duke Energy's ability to continue providing its customers affordable,
reliable energy from an increasingly diverse generation portfolio.

Growth in the Regulated Utilities business is expected to be supported
by retail and wholesale load growth and significant investments. Duke Energy
expects to invest between $4 billion and $5 billion annually in the Regulated
Utilities business growth projects. Many of these projects will be recovered
through riders such as transmission and distribution expenditures in Indiana
and Ohio, as well as energy efficiency riders in the Carolinas.

The Commercial Portfolio renewables business is a significant component
of the Duke Energy growth strategy. Renewable projects enable Duke Energy
to respond to customer interest in clean energy resources while increasing
diversity in the generation portfolio. The portfolio of wind and solar is expected
to continue growing as between $1 billion and $2 billion of capital is expected to
be deployed over the next three years, Additionally, investments in the Atlantic
Coast Pipeline add approximately $1 billion of capital spending through 2017.

Duke Energy announced rew growth initiatives in 2015, which in¢lude:

» Duke Erergy Progress proposed an approximate $1 billion investment
in the Western Carolinas Modernization Project. The project will refire
and replace the existing coal units with two natural gas combined-cycle
280 MW fired generation projects, a utility scale solar power plant and
aggressive energy efficiency and demand- side management adoption
in the region.

= Commercial Portfolio acquired a 7.5 percent awnership interest in Sabal
Trail Transmission, LLC pipeline for a total estimated investment of
appraximately $225 million upon campletion of the project.

Cost Management. Duke Energy has a demonstrated track record of
driving efficiencies and productivity into the business. Duke Energy committed
to efficiencies following the merger with Progress Energy and is on track to meet
those commitments. Additionally, there is potential for more productivity and
efficiency gains leading to a target of 2015 aperations and maintenance costs at
or below 2015 Jevels,

Continue the Coal Ash Management Sirategy. Duke Energy will
continue the company's compliance strategy with the Coal Ash Act and RCRA.
Duke Energy will update ash management plans to comgly with the apgropriate
regulations and expand excavation and other compliance work at additional
sites once plans and permits are appraved.

Results of Operations

In this section, Duke Energy provides analysis and discussion of earnings
and factors affecting earnings on both a GAAP and nan-GAAP basis,
Management evaluates financial performance in part based on the
non-GAAP financial measures, adjusted earings and adjusted diluted EPS.
These items are measured as income fram continuing operatians net of
income (loss) attributable to noncontrolling interests, adjusted for the dollar
and per share impact of mark-to-market impacts of economic hedges in
the Commercial Portfolio segment and special items including the operating
results of the Dispasal Group classified as discontinued aperations for
GAAP purposes. Special items represent certain charges and credits, which
management believes will not be recursing on a regular basis, aithough it is
reasonably possible such charges and credits could recur, Operating resulis
of the Disposal Group sold to Dynegy are reported as discontinued operations,
including a partion of the mark-to-market adjustments associated with
derivative contracts, Management believes that including the operating results
of the Disposal Group reported as discontinued operations better reflects its

1
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financial performance and therefore has included these results in adjusted
earnings and adjusted diluted EPS prior to the sale of the Disposal Group.
Additionally, as a result of completing the sale of the Dispasal Group during the
second quarter of 2015, state income tax expense increased as state income
tax apportionments changed. The additional tax expense was recognized in
Continuing Operations on a GAAP basis. This impact to state income taxes has
been excluded from the Cammercial Portfolio segment for adjusted diluted EPS
purposes as maragement believes these impacts are incidental to the sale of
the Disposal Group. Derivative contracts are used in Duke Energy's hedging

of a portion of the economic value of its generation assets in the Commercial
Portfolio segment. The mark-to-market impact of derivative contracts is
recognized in GAAP eamings immediately and, if associated with the Disposal
Group, classified as discontinued operations, as such derivative contracts do
not qualify for hedge accounting or regulatory treatment. The economic value
of generation assets is subject to fluctuations in fair value due to market

price volatility of input and output commadities {e.g., coal, electricity, natural
gas). Economic hedging invalves both purchases and sales of those input and
output commadities related to gereration assets. Operations of the generation
assets are accounted for under the accrual method. Management believes
excluding impacts of mark-to-market changes of the derivative contracts from
adjusted earnings until settlement better matches the financial impacts of

the derivative contract with the portien of economic value of the underlying
hedged asset. Management believes the presentation of adjusted eamings and
adjusted diluted EPS provides useful information to investars, as it provides
them an additional relevant comparison of Duke Energy's performance across
pericds. Management uses these non-GAAP financial measures for planning
and forecasting and for reporting results to the Duke Energy Board of Directors
(Board of Directors), employees, shareholders, analysts and investors
concerning Duke Energy’s financial performance. Adjusted diluted EPS is also
used as a basis for employee incentive bonuses. The mast directly comparable
GAAP measures for adjusted earnings and adjusted diluted EPS are Net Income
Attributable to Duke Energy Corporation and Diluted EPS Attributable to Duke
Energy Corporation common shareholders, which include the dollar and per-
share impact of special items, mark-to-market impacts of ecanamic hedges in
the Commercial Portfolio segment and discontinued operations.

Management evaluates segment performance based on segment income.
Segment income is defined as income from continuing operations net of income
attributable to noncontrefling interests. Segment inceme, as discussed below,
includes intercompany revenues and expenses that aie eliminated in the
Consolidated Financial Statements. Management also uses adjusted segment
income as a measure of historical and anticipated future segment performance.
Adjusted segment income is a non-GAAP financial measure, as it is based upon
segment income adjusted for the mark-to-market impacts of ecenomic hedges
in the Commercial Parffalio segment and special items, including the operating
results of the Disposal Group classified as discontinued operations for GAAP
purposes. Management believes the presentation of adjusted segment income
as presented provides useful information to investors, as it provides them with
an additional relevant comparison of a segment's performance across periods.
The most direstly comparable GAAP measure for adjusted segment income is
segment income, which represents segment income from continuing operations,
including any special items and the mark-to-market impacts of econemic
hedges in the Commercial Portfolio segment.

Duke Energy's adjusted earnings, adjusted diluted EPS, and adjusted
segment income may nok be comparable to similarly titted measures of anather
company because other entities may not calculate the measuzes in the same
manner.

See Note 3 to the Conselidated Financial Statements, “Business
Segments,” for a discussicn of Duke Energy’s segment structure.
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Regulated Utilities
Adjusted Segment Income

$2,972

$2,897
32,776 p

International Energy
Adjusted Segment Income

$408 9428

Commercial Portfolio

Adjusted Segment Income

$109

$140
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Other
Adjusted Net Expense

i — sc216) "%
2013 2014 2015 2013 2014 2015 2013 2014 2015 2013 2014 2015
The following table reconciles non-GAAP measures to the mast directly comparable GAAP measure.
Year Ended December 31, 2015
Total Eliminations/ Per
Regulated International Commercial Reportable Discontinued Duke Diluted
(in millions, except per share amounts) Utilities Energy Portfolio Segments Other QOperations Energy Share
Adjusted segment income/Adjusted earmings $ 292 $225 $ 140 $3,337 $(185) $ — $3,152 $ 454
Midwest generation operations — - (94) (94) — 94 — —
Cost savings initiatives (10) —_ (1} (11 mn — {88) (013
Costs to achieve mergers — — —_ —_ {60) — (60) (0.08)
Edwardsport settlement {58) — — (58) — — {58) (0.08)
Ash basin settlement and penalties {11 — —_ (1) — —_ 11) (0.02)
Discontinued operations — — {41) {41) — (78) (119) (0.17)
Segment income (loss)/Net incoma attributable to
Duke Energy Corporation $ 239 225 $ 4 $3122 4032 $ 16 $2816 $ 4.05
Year Ended December 31, 2014
Total Eliminations/ Per
Regulated International Commercial Reportable Discontinued Duke Diluted
{in millions, except per share amounis} Utilities Energy Portfolio Segments Other Operations Energy Share
Adjusted segment income/Adjusted earnings $2897 $ 428 $ 109 $3,434 $(216) $ —  $3218 $ 4.55
Intemnatioral tax adjustmant — (373) o (373) — — (373) (0.53)
Costs to achieve mergers — — — — {120 — (127) (0.18)
Midwest generation operations — — (114) (114 — 114 — —
Coal ash Plga Agresments reserve (102) — _ (102) — — (102) (0.14)
Asset impairment — — (59 (59) — — (59) (0.08)
Asset sales — — — — 9 — 9 0.01
Economic hedges (mark-to-market) — —_ (6} (6) — — (3] {0.013
Discontinued operations — — 15 15 — (692) {677) {0.96)
Segment income (loss)/Net income attributable to
Duke Enargy Corporation $2,795 $ 35 $ (55 $2795 $(334) $(578)  $1.883 $ 2.66
Year Ended December 31, 2013
Total Eliminations/ Per
Regulated International Commercial Reportable Discontinued Duke Biluted
(in miilions, except per share amounts) Utilities Energy Portfolio Segments Other Operations Energy Share
Adjusted segment income/Adjusted earnings $2,776 $ 408 $ 15 $3,19% $(119) $ — $3,080 $ 436
Crystal Rivar Unit 3 charges {215} — — (219 — — (215} 030
Costs to achieve mergers o — — — {184} — {184} (0.26)
Midwest generation operations — — (88) (88) 14 L — —
Nucleas development charges (57) — — (57 — — (57} (0.08)
Litigation reserve — — — — (14) — (14) (0.02)
Assat sales — —_ (13) (15) 65 — 50 0.07
Discontinued operaticns — — — — — 5 ] —
Segment income (loss)/Net income attibutable to
Duke Energy Corporation $2,504 $ 408 $ (88) $2.824 $(238) $ 719 $2.665 $3.76
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The variance in adjusted earnings for the year ended December 31, 2015,
compared to 2014, 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 prior-year tax benefit related fo the reorganization of Chilean
operations, and lower dispatch in Central America due to increased
competition;

Higher operations and maintenance expense primarily due &o the
prior-year benefit associated with the adoption of nuclear outage
levelization, amounts related to additional ownership interest in assets
acquired from NCEMPA, 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 eamings of unconsolidated affiliates due to lower
margins at NMC, largely driven by tower MTBE prices, partially offset by
lower butane costs.

Partially offset by:

* Increased retai pricing primarily due to rate riders in most jurisdictions,
including increased revenues related to energy efficiency programs,
equity returns related 1o 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 fo
its sale an April 2, 2015, due to higher PIM Interconnection LLC (PIM}
capacity revenues and increased generation margins; and

Reduction in shares outstanding due te the Duke Energy stock
repurchase (only impacts per diluted share amounts in the tables
ahove),
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The variance in adjusted earnings for the year ended December 31, 2014,
compared to 2013, was primarily due to:

= Increased retail pricing and riders primarily resulting from the
implementation of revised rates in most jurisdictions;

« Favorable weather in 2014 ¢ompared to 2013;

» Higher PIM capacity revenues for the nonregulated Midwest generation
business due to higher prices; and

= Higher results of the renewables business due to higher preduction from
the wind and solar partfolios, lower costs and additional renewables
investments.

Partially offset by

* Higher depreciation and amortization expense primarily due to higher
depreciable asset base and lower reductions to cost of removal
reserves;

« Higher operations and maintenance expense due to higher storm costs,
the timing of fossif plant outages and the impact of nuclear outage cost
levelization;

* Lower post in-service debt returns due to projects added to customer
rates; and

* Higher property and other non-income taxes.
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Tha remaining information presented in this discussion of results of operations is an a GAAP basis.

Regulated Utilities

Years Ended December 31,

Variance Variance

2025 vs. 2014 vs.
{in millions) 2015 2014 2014 2013 2013
Operating Revenues $ 22062  § 22271 $ (209 $ 20910 $1,361
Operating Expensas 16,698 17,026 (328) 16,126 900
Gains on Sales of Other Assets and Other, net 1 4 ] ] )
Operating Income 5315 5,249 126 4,791 458
Other fncome and Expense, net 62 267 (5) 221 46
Interest Expense 1,097 1,083 4 986 107
Income Before Income Taxes 4,540 4,423 117 4,026 397
Income Tax Expanse 1,647 1,628 19 1,522 108
Segment Income $§ 2893 § 27% $ 98 § 2504 $ 201
Duke Energy Caralinas Gigawatt-Hours (GWh} sales 87,375 87,645 (270 85,790 1,855
Duke Energy Progress GWh sales 64,891 62,871 2,010 60,204 2,667
Duke Energy Florida GWh sales 40,053 38,703 1,350 37974 129
Duke Energy Ohio Gwh sales 25439 24,735 704 24,557 178
Duke Energy Indiana GWh sales 33518 33433 85 33,715 (282)
Total Regulated Utilities GW¥h sales s 247,387 3879 242,240 5147
Net proportional MW capacity in operation 50,170 49,600 570 49,607 )

Year Ended December 31, 2015 as Compared to 2014

Regulated Utilities' results increased due to an increase in wholesale
pawer margins, growth in retail safes, 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 impairment axpense
associated with the 2015 Edwardsport [GCC settiement, higher operations and
maintenance expenses, and increased depreciation and amoriization expense.
The following is a detailed discussion of the variance drivers by ling item.

Operating Revenues. The varfance was driven primarily by:

« 2 $339 million decrease in fuel revenues driven primarily by overall
lower fuel rates for electric retail customers, Fuel revenues represent
sales to retail and wholesale customers; and

» 2 $131 million decrease ir: revenues to recover gross receipis taxes
due to the North Carolina Tax Simplification and Rate Reduction Act,
which terminated the collaction of tha North Carglina gross receipts tax
effective July 1, 2014.

Partially offset by:

+ 3 $175 million increase in wholesale power revenues, primarily due to
additional volumes and capacity charges for cuséomers served under
long-term contracts, including the NCEMPA wholesale contract that
became effective August 1, 2015; and

« a $79 million increase from retail sales growth {net of fuel revenue)
reflacting increased demand.
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Operating Expenses. The variance was driven primarily by:

+ a $422 million decrease in fuel expense {including purchased power
and natural gas purchases for resale) primarily due to (i) lower natural
gas and coal prices, (i) lower volumes of coal and oil used in electric
generation and (i) lower gas prices and volumes to full-service retail
gas customers, partially offset by (iv) higher velumes of natural gas
used in electric generation; and

* a $116 million decrease in property and other taxes primarily due to
the termination of the catlection of the North Carolina ross receipts
tax as mentioned above, and the partial reversal of a sales tax reserve
recarded in 2014 at Duke Energy Indiana, partfally offset by higher
property taxes across multiple jurisdictions and a favorable 2014 Ohio
gas excise iax seftlement that did not recur in 2015.

Partfally offset by:

« an $88 million impairment charge related to the 2015 Edwardsport
IGCC settlemant. See Note 4 to the Consolidated Financial Statements,
“Regulatory Matters,” for additional information;

+ 2 $56 million increase in operations and maintenance expense
primarily due to planned nuclear spending and the priot-year 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 acguired from NCEMPA, partially offset by a 2014 litigation
reserve related to the investigation of the Dan River coal ash spill (see
Note 5 to the Consolidated Financial Statements, "Commitments and
Contingencies,” for additional information}, and lower starm restoration
costs; and

» 2 $55 million increase in depreciation and amartization expense
primarily due to increased plant in service.



PART I

Income Tax Expense. The variance was primarily due te an increase in
the pretax income. The effective tax rates for the years ended December 31,
2015 and 2014 were 36.3 percent and 36.8 percent, respectively.

Year Ended December 31, 2014 as Compared to 2013

Regulated Utilities' results were positively impacied by higher retail
pricing and rate riders, favorable weather, an increase in wholesale power
margins, retail sales growth, and 2013 impairments and other charges. These
impacts were partiafly offset by higher depreciation and amortization expense,
higher aperation and maintenance costs, higher interest expense, and higher
income tax expense. The following is a detailed discussion of the variance
drivers by lina item,

Operating Revenues. The variance was driven primarily by:

» 3 $614 million increase in fugl revenues driven primarily by increased
demand from electric retail customers resulting from favorable weather
conditions, and higher fuel raies for electric ratail customers for all
jurisdictions, except North Carolina. Fuel revenues represent sales to
retail and wholesale customers;

a $556 million net increase in retail pricing primarily due to retail rate
changes and updated rate riders;

a $216 million increase in electric sales (net of fuel revenue) to retail
customers due to more favorable weather conditions across the service
territory. Compared te normal, weather was favorable in the Carolinas
and Florida service territories, while weather in the Midwest was
essentially normal;

a $63 milfion increase in wholesale power revenues, net of sharing,
primarily due to additional volumes and capacity charges for customers
served under fong-term contracts; and

a $21 million increase from retail sales growth (net of fuel revenue)
reflecting increased demand.

Partially offset by:

= 2 $139 miltion decrease in gross receipts tax revenue due to the NC Tax
Simplification and Rate Reduction Act which terminated the cellection
of the North Carolina gross receipts tax effective July 1, 2014.

Operating Expenses. The variance was driven primarily by:

+» 2 $611 million increase in fuel expense {including purchased power and
natural gas purchases for resale} primarily related to (i} higher volumes
of coal, and oil used in electric generation dug nrimarily o increased
generation resulting from favorable weather conditions, (ii) higher
natural gas prices, and (iii) the application of the Nuclear Electric
Insurance Limited (NEIL) settiement proceeds in 2013 for Duke Energy
Florida;

a $436 million increase in depreciation and amortization expense
arimarily due to increases in denpreciation as a result of additional
plant in service and amortizabion of regulatory assets, and higher 2013
reductions to cost of removal reserves in accordance with regulatory
orders; and

a $292 million increase in aperating and maintenance expense
primiarily due to a litigation reserve related ta the criminal investigation
of the Dan River coal ash spill (see Note 5 to the Censolidated Financial
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Statements, “Commitments and Contingencies,” for additional
information), higher storm costs, repairs and remediation expenses
associated with the Dan River coal ash discharge and other ash basin
related assessment costs, and highar nuclear costs, including nuclear
outage levelization costs, and higher environmental and operational
costs that are recoverable in rates; partially ofiset by 2 2013 Crystal
River Unit 3 related settlement matter, decreased benefits costs

and 2013 donations for low-income customers and job training in
accordance with 2013 NCUC and PSCSG rate case orders,

Partially offsat by:

* 2 $346 million decrease due to the 2013 impairment and ather charges
primarily related to Crystal River Unit 3 and the proposed Levy Nuclear
Station {Levy). See Note 4 to the Consolidated Financial Statements,
"Regulatory Matters,” for additional information:

« 2 $42 million decrease in property and ather taxes primarily due to the
termination of the collection of the North Carolina gross receipts tax as
mentioned above; partially ofiset by a sales tax reserve as a result of
an Indiana sales tax audit, ard higher property taxes; and

» 2$22 million decrease due to the 2013 impairment resufting from the
decision to suspend the aputication for two proposed nuclear units at
Shearon Harris Nuclear Plant (Harris),

Other Income and Expenses, net. The variance is primarily due
to recognition of post in-service equity returns for projects that had been
completed prior to being reflecied in customer rates, partially offset by lower
Allowance for Funds Used During Construetion (AFUDC) equity, primarily due to
placing the Sutton Plant into service in late 2013.

Interest Expense. The variance was primarily due to no longer recording
post in-service debt returns on projects reflected in customer rates and a
reduction in debt return on the Crystal River Unit 3 regulatory asset recovered
through fuel revenues.

Income Tax Expense. The variance was primarily due to higher pretax
income, partially offset by a lower efiective tax rate of 36.8 percent compared to
37 .8 percent, respectively, for the years ended December 31, 2014 and 2013.
The decrease in effective tax rate is primarily due to favorable audit settlements,
a higher manufacturing deduction due to prior year limitations based on
taxable income, and changes in income apportionment for state income fax,
partially offset by the non-deductible litigation reserve refated to the criminal
investigation of the Dan River coal ash spill.

Matters Impacting Future Regulated Utilities Results

Duke Energy is a party to multiple lawsuits and could be subject to fines
and other nenalties related to the Dan River coal ash release and operations at
other North Caralina facilities with ash basins. The outcome of these lawsuits
and potential fines and penalties could have an adverse impact an Regulated
Utilities’ financial position, results of operations and cash flows, See Note 5 to
the Consolidated Financial Statements, "Commitments and Contingencies,” for
additional informatien,
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An order from regulatory authorities disallowing recavery of costs related
to closure of ash impoundments could have an adverse impact on Regulated
Utilities’ financial position, results of operations and cash flows. See Notes
4 and 9 1o the Conselidated Financial Statements, “Regulatory Matters” and
"Asset Retirement Obligations,” respectively, for additional information,

In 2013, a Federal Energy Regulatory Commission {FERC) Administrative
Law Judge {ALJ} issued an initial decision that Duke Energy is responsible
for costs associated with Multi Value Projects {MVP}, a type of Transmission
Expansion Planning (MTEP) cost, approved by MISO prior 10 the date of Duke
Energy’s withdrawal. On October 29, 2015, the FERC issued an order reversing
the ALJ’s decision. FERG ruled that Duke Energy has ne liability for MVP costs
after its withdrawal from MISO. On November 30, 2015, MISO filed with the
FERG a request for rehearing. MISO may appeal the FERC's decision if its
request for rehearing is denied. If Duke Energy is deemed responsible far these
costs, and if the regulatory commissions disallow recovery of thesa costs,
there would be an adverse impact to Regulated Utilities' financial position,
results of operations and cash flows. See Note 4 to the Consalidated Financial
Statements, "Regulatory Matters,” for additional information.

The FPSC approved an agreement on 2ll securitization-related issues and
issued a final financing order to securitize the Crystal River Unit 3 Regulatory
asset with low-cost securities. Securitization will replace base rate recovery
and result in a Jower rate impact to customers. Securitization of the costs of the
retired Crystal River Unit 3 Nuctear Plant would result in an initial acceleration
of cas, followed by a reduction to Regulated Utilities' future results of
operations and angoing cash flows as it would na longer earn an equity return
on these costs. Under a previous settlement agreement with the FPSC, the
allowed return on equity for Crystal River Unit 3 is limited to 70 percent of the
approved returr an equity, which is currently 10.5 percent. Regulated Utilities
expects fo issue the secusitization bonds in the first half of 2016.

In September 2015, Duke Energy Indiana entered into a settlement
agreament with multiple parties that will resolve all disputes, claims and issues
from the IURC proceedings regarding the Edwardsport IGCC generating facility.
in January 20186, additional parties joined a revised settlement, Pursuant to
the terms of the agreement, Regulated Utilities recognized an impairment
and related charges of $93 mitlion. Additionally, the agreement stipulates
the recovery of the remaining regulatory asset over an eight-year pariod and
confirms the conclusion that the in-service date far accouniing and ratemaking
purposes will remain June 7, 2013. The settlement agreement will also impose a
cost cap for recoverable aperatians and maintenance retail costs of $73 million
in 2016 and $77 million in 2017 as well as a cost cap for ongoing capital
expenditures through 2017, As part of the settlement, Duke Energy Indiana
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committed to cease burning coal at Gallagher Station Units 2 ard 4 by the end
of 2022. The settlement is subject to IURC approval and if approved would
resolve and close a number of outstanding issues pending before the (URC
related to post commercial operating performance and recovery of ongoing
operating and capital costs at Edwardsport, If the settlement is not appraved,
outstanding issues before the IURC related to Edwardsport would resume,
the ultimate resolution of which could have an adverse impact on Regulated
Utilities' financial position, resulis of operations and cash flows. [n addition,
the inability to manage operating and capital costs under caps imposed under
the settlement could have an adverse impact on Regulated Utilities' financial
position, results of operations and cash flows. See Note 4 to the Consolidated
Financial Statements, "Regulatory Matters," for additional infarmation.

On October 23, 2015, the EPA published in the Federal Register the
CPP rule for regulating CO, emissions from existing fossil fuel-fired EGUS. The
CPP establishes CO, emission rates and mass cap goals that apply te fossil
fuel-fired generation. Undar 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 [ater 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
[itigation have been filed. The U.S. Supreme Court granted a Motion to Stay in
February 2016, effectively blocking enforcement of the rule until legal challenges
are resolved. Final resolution of these legal challenges could take several years.
Compliance with CPP could cause the indusiry to replace coal generation with
natural gas and renewables, especially in states that have significant CO,
reduction targets under the rule. Costs to operate coal-fired generation plants
cortinue 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.
Regulated Utilitias continues to evaluate the need to retire generating facilities
and plans to seek regulatory recovery, where appropriate, for amounts that have
not been recovered upor asset retremeants. However, recovery is subject to
future regulatory approval, in¢luding the recovery of carrying costs on remaining
book values, and therefore cannot be assured. In addition, Regulated Utilities
could incur increased fuel, purchased power, operation and maintenance, and
ather costs for replacement generation as a result of this rule. Regulated Utilities
cannot predict the outcome of these matters.
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Years Ended December 31,

Variance Variance

2015 vs, 2014 vs.
{in millions} 2015 2014 2014 2013 2013
Operating Revenuss $ 1088 $ 1417 $(3290  $ 1546 & (120
Operating Expenses 805 1,007 (202) 1,000 7
Gains on Sales of Other Assets and Other, net 6 6 — 3 3
Operating Income 289 416 (127 54% (133}
Other Income and Expanss, net m 190 {89) 125 65
Interest Expanse 4] 93 (8 86 7
Income Befare Income Taxes 309 313 (208) 588 (15
Income Tax Expense iL} 449 (375) 166 283
Less: Income Attributable to Noncontrolling Interests 6 9 (3 14 {5)

Segment Income

$ 25 3 5 $170 % 408§ (393

Sales, GWh
Net propartional MW capacity in operation

F
19,211 18,629 582 20,306 (1,677
4333 4,340 ) 4,600 (260)

Year Ended December 31, 2015 as Compared to 2014

International Energy’s results were impacted by the absence of prior-year
taxes on repatriated foreign eamings, partiafly affset by lower results in Brazil
due to lower demand, unfavarahle hydrological conditions and changes in
foreign currency exchange rates, the absence of a priar year merger step-up
tax benefit in Chile and lower earnings from NMC and Central America. The
foilowing is a detailed discussion of the variance drivers by line item.

Operating Revenues. The varance was driven primarily by:

= a$177 million decrease in Brazil due to exchange rates, lower average
spot prices and valumes, partially offset by higher average contract
prices;

» 2 $122 million decrease in Ceniral America due to lower average prices
and volumes as a result of increased campetition and unplanned
autages; and

+ a $27 million decrease in Peru due to lower average hydrocarhon prices
and unfavorable exchanges rates, partially offset by higher energy sales
volumes.

Operating Expenses. The variance was driven primarily by:

« 3 $105 million decrease in Brazil due to exchange rates and lower
purchased power costs, partially offset by higher variable costs;

= an $38 million decrease in Ceniral America due to lower fuel costs; and

= 3 $31 million decrease in Peru due to lawer hydrocarban royalties,
purchased power costs and fuel consumption and change in exchange
rates.

Partially offset by:

* 2 $25 million increase in Ecuador due to an asset impairment loss,
higher fuel consumgtien, and provision for asset retirement abligation.
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Other Income and Expenses, net, The variance is grimarily due to lower
interest incame in Brazil and lower equity earnings in NMC, as a result of lower
average MTBE and methanol prices, and lower MTBE sales volumes, partially
offset by lower butane costs.

Income Tax Expense. The variance was primarily due ta approximately
$373 million of incremental tax expense in 2014 resulting from the de¢ision
to repatriate all cumulative historical undistributed foreign earnings. The
effective tax rates for the years ended December 31, 2015 and 2014 were 24.3
percent and 7.3 percent, respectively. The decrease in the effective tax rate
was primarily due to the tax expense associated with the repatriation decision,
partially offset by the favorable adjustment related to the merger of two Chilean
subsidiaries recorded in 2014,

Year Ended December 31, 2014 as Compared to 2013

International Energy’s results were negatively impacted by higher tax
expense resulting from the decision to repatriate historical undistributed foreign
earnings, unfavorable hydrology and exchange rates in Brazil and an unplanned
outage in Chile, partially offset by higher equity earnings in NMC and a 2013
net currency remeasurement (oss in Latin America. The following is a detailed
discussion of the variance drivers by line item.

Operating Revenues. The variance was driven primarily by:

* a $44 millien decrease in Peru as a result of lower sales volumes and
exchange rates;

» a $35 million decrease in Brazil due to exchange rates and lower sales
volumes partially offset by higher average prices;

» 3 $27 million decrease in Chile as a result of lower sales volumes due
to an unplanned outage, and lower average prices; and

= a $25 miflion decrease in Argentina due to exchange rates and lower
average prices.
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Operating Expenses. The variance was driven primarily by:

» a$75 million increase in Brazil due to higher purchased power as a
resuit of unfavorable hydrology, partially offset by exchange rates.

Partially offset by:

+ a $38 million decrease in Peru as a resuit of lower purchased power,
transmission, and royalty costs; and

= 2 $26 million decrease in Argentina dug to exchange rates and ower
purchased pawer and fuel consumption,

Other Income and Expenses, net. The variance is primarily due to a
2013 net curency remeasurement loss in Latin America, higher interest income
in Brazil, and higher equity earnings in NMC as a result of increased MTBE and
methanol sales volumes, partially offset by lower average prices and higher
butane costs.

Income Tax Expense. The variance was primarily due to appraximately
$373 million of incremental tax expense in 2014 resulting from the decision to
repatriate all camulative historical undistributed foreign earnings. The effective
tax rates for the years ended December 31, 2014 and 2013 were 87.3 percent
and 28.3 percent, respactively, The increase in the effective tax rate was also
primarily due to the tax expense associated with the repatriation decision,

Matters Impacting Future International Energy Results

International Energy's operations include conventional hydroelectric power
generation facilities located in Brazil where water reservoirs are ai abnormafly

Commercial Portfolio
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low levels due to a lack of rainfall. Weather and econamic conditions within
Brazil have resulted in higher energy prices, a reduction in electricity demand
and unfavorable impacts to the exchange rate of Brazil's currency, These
weather and economic conditions have also resulted in lawsuits brought to
the Brazilian courts by certain hydroelectric generators to limit the financial
axposure ta the generators, International Energy's earnings and future cash
flows could continue to be adversely impacted by a further sustained period of
low reservoir levels, a further decline of economic conditions within Brazil, or
frem the outcome of legal matters in the Brazilian courts.

International Energy’s equity earnings from NMC reflect sales of methanol
and MTBE, which generate margins that are directionally correlated with crude
oil prices and the recent decline in crude oil prices have reduced the equity
earnings realized from NMC. Continued weakness in the market price of Brent
crude oil and related commodities will likely result in a further decline in equity
earnings fram NMC,

On February 18, 2016, Duke Energy announced it had initiated a process
to divest the International Energy business segment, excluding the equity
method investment in NMC, Duke Energy is in the preliminary stage and no
binding or non-binding offers have been raquested or submitted. Duke Energy
can provide no assurance that this process will result in a transaction and there
is no specific timeline for execution of a potential transaction. If the potential of
a sale ware fo progress, it could result in classification of International Energy
as assets held for sale and as a discontinued operation. As of December 31,
2015, the International Energy segment had a carrying value of approximately
$2.7 billion, adjusted to include the cumulative foreign currency translation
losses currenily classified as accumulaied other comprehensive income,

Years Ended Pecember 31,

Variance Variance

2015 vs, 2014 vs.
{in millions) 2015 2014 2014 2013 2013
Operating Revenues $ 301 $ 255 $ 45 $ 260 $ (5
Operatirg Expenses 353 441 (88) 425 16
Gains (Losses) on Sales of Gther Assets and Other, net 1 — i (23) 23
Operating Loss (51} (186) 135 {188) 2
Other Income and Expense, net 6 18 (12) 13 5
Interest Expense M 58 {14} 61 3
Loss Before Income Taxes {89) (226) 137 {236) 10
Income Tax Benefit (92 (171 79 {148} 23)
Less: Loss Atftributable to Noncontrolling Interests (1) — (1) — —
Segment Income (Loss) $ 4 $ (55) $ 59 $ (88 $
Coal-fired plant production, GWh — 867 (867) 1,644 (7in
Renewable plant produciion, GWh 5,977 5462 115 5111 351
Total Commercial Portfolio producticn, GWh 5517 6,329 {752} 6,736 (426)
Net proportional MW capacity in operation 1,943 1370 573 203t (661}

Year Ended December 31, 2015 as Compared to 2014

Commercial Portfolio's results were positively impacted by the 2014
impairment secorded for an intangible asset and new solar generation, partially
offset by unfavorable wind patterns, The following is a detailed discussion of the
variance drivers by line item.
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Operating Revenues. The variance was driven primarily by:

= a $41 million increase in electric revenues due to the acquisition of REC
Solar; and

« a $15 million increase in electric revenues from new solar generation
placed in service,
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Partially offset by:
* an $18 million decrease in electric revenues due to lower wind production.

Operating Expenses. The variance was driven primarily by the $34 miltion
pretax impairment relaied to Ohio Valley Electric Corporation (OVEC) in 2014.

Other Income and Expense, ned. The variance was primarily due to
lower equity earnings in the renewables porifalio due to lower wind production.

Interest Expense. The variance was driven primarily by capitalized
interest from increased spending on wind and solar projects,

Income Tax Benefit. The variance is primarily due to a decrease in pretax
losses and changes in staie deferred taxes. The effective tax rates for the years
ended December 31, 2015 and 2014 were 103.4 percent and 75.5 percent,
respectively. The increase in the effective tax rate is primarily due to the impact of
the preduction tax credits for the renewables portfolio, partially offset by changes
to state apportionment factors on deferred taxes due to the Disposal Gioup sale.

Year Ended December 31, 2014 as GCompared to 2013

Commercial Portfalio's results were impacied by higher production
tax credits generation, higher production and lower operating costs by the
renewables business and a prior-year loss recognized on certain renewables
projects, partially offset by an impairment recorded for an intangible asset. The
following is a detailed discussion of the variance drivers by line item.

Operating Revenues. The variance was driven primarily by:

« an $8 million decrease in electric revenues for the Beckjord station,
which is not included in the Disposal Group, driven from lower
production as units have been retired;

= a $7 million decrease in net mark-to-market revenues on non-
qualifying power hedge contracis.

Partially offset by:

» a $16 million increase in electric revenues from higher production in the
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Operating Expenses. The variance was driven primarily by:

« 2 $94 millian ingrease driven by an impairment related to OVEC. The
impairment reduced the carrying amaunt of OVEC to zero.

Partially offset by:

+ an $18 million decreasa in depreciation driven by discantinued
amortization of an intangible assef that was impaired and written off
in 2014 and extensions an the projected useful lives of assets in the
renowable partfolio;

» a $17 million decrease in fuel expense for the Beckjord station driven
by lower cost of coal from decreased production as units have been
retired;

« a $16 million decrsase related to a 2013 legal settlement reserve
related to previously disposed businesses;

+ 3 $10 million decrease in general and administrative costs;

» 2 $9 million decrease in operations and mainienance expense for the
renewables portfolio driven primarily by development cost reductions;
and

= a $6 million decrease in property tax expense driven by cost reductions
in the renewables portfolio resulting from a property tax abatement that
went into effect in the current year.

Losses on Sales of Other Assets and Other, net. The variance is
attributable to a foss recognized on the sale of certain renewable development
projects in 2013,

Other Income and Expense. The variance was primarily due to a net
gain recognized for the sala of certain renewable development assets and
increased equity earnings from higher production in the renewable wind portfolio,

fncome Tax Benefit. The variance was primarily due to changes in state
deferrad taxes and higher production tax credits in 2014 for the Renewables
portfolio. The effective tax rates for the years ended December 31, 2014 and

renewables portiolio. 2013 were 75.5 percent and 62.8 percent, respectively.
Qther
Years Ended December 31,

Variance Yariance

2015 vs. 2014 s,
{in millions) 2015 2014 2014 2013 2013
Operating Revanues $ 123 $ 105 $ 18 $ 175 $ (70)
Operating Expenses 382 322 60 457 (135}
Gains (Losses) on Sales of Other Assets and Other, net 17 ] 11 3 g
Oparating Loss (242} (211) (30 (285) 74
Other Income and Expense, net 20 45 (25) 13 (86}
Interest Expanse 393 400 ¥} 416 (16}
Loss Before Income Taxes (615) (566) (49 (5700 4
Income Tax Benefit (303) (237) {66) (339 98
Less: income attributable ta Noncontrolling Interests 0 5 6] 3 Z
Net Fxpense $ (322) $(330) $12 $(238) $ (96

39
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Year Ended December 31, 2015 as Compared to 2014

Other's results were impacted by lower Progress Energy merger costs, an
increase in income tax benefit, severance accruals, and higher North Carolina
franchise taxes. The following is a detailed discussion of the variance drivers by
line item,

Operating Revenues. The increase was primarily due to revenues from
OVEC, which was shifted from the Commercial Portfolio segment to Other
subsequent to the sale of the Disposal Group {see Note 3 to the Consolidated
Financial Statements, “Business Segments.”)

Operating Expenses. The increase was primarily due to severance
accruals, higher charges in the current year due to the shift of the residual
Midwest Generation business from the Commergial Pertfolio segment to Other
in 2015 (see Nete 3 to the Consolidated Financial Statements, “Business
Segments,”) and higher North Carelina iranchise taxes, partially offset by lower
charges related to the Progress Energy merger and higher prior-year captive
insuzance loss experience.

Gains on Sales of Other Assets and Other, net. The variance was
primarily due to the gain on sale of telecommunication leases.

Other Income and Expenses, net. The variance was primarily due
to lower refurns on investments that support benefit obligations, a gain on
an investmant sale in the prier year and lower investment income at Bison
Insurance Company Limited, partially offset by interest income from the
resolution of an income tax matter.

Income Tax Benefit. The variance was primarily due to an increase in
pretax losses and higher effective tax rate. The effective tax rates for the years
ended December 31, 2015 and 2014 were 49.3 percent and 41.9 percent,
respectively.

Year Ended December 31, 2014 as Compared te 2013

Other's results were negatively impacted by a decrease in income tax
benefit. The following is a detailed discussion of the variance drivers by line
item.

Operating Revenues. The decrease was primarily due to mark-te-market
activity of mitigation sales related to the Progress Energy merger.

Operating Expenses. The decrease was primarily due to lower charges
related to the Progress Energy merger and prior yaar Crescent Resources LLG
(Crescent) litigation reserve, partially offset by unfavorable loss experience at
Bisan,

DUKE ENERGY CAROLINAS

Other Income and Expenses. The decrease was primarily due to a gain
on the sale of Duke Energy’s 50 percent ownership in DukeNet Communications
Holdings, LLC {DukeNet) in 2013, partially offset by a current year investment
sale gafn and higher investment income at Bison.

Interest Expense. The variance was due primartly to lower interest on
long-term debt resulting from debt maturities and new debt issued at lowsr
rates.

Income Tax Benefit. The variance was primarily due to a state tax
benefit recognized in 2013 The effective tax rates for the years ended
December 31, 2014 and 2013 were 41.9 percent and 58.6 percent, respectively.

Matters Impacting Future Other Results

Duke Energy Ohio's retired Beckiord generating station (Beckjord),
previously an asset of Commercial Portfolio, became an asset of Other after the
sale of the Disposal Group, Beckjord, a nonregulated facility retired during 2014,
is not subject to the recently enacted EPA rule related to the disposal of CCR
irom electric utilities. However, if costs are incurred as a result of environmental
regulations ar to mitigate risk associated with an-site storage of coal ash, the
costs could have an adverse impact on Other’s financial position, resuits of
operations and cash flows.

INCOME {LOSS} FROM DISCONTINUED OPERATIONS, NET OF TAX '

Year Ended December 31, 2015 as Compared to 2014

The variance was primarily driven by the 2014 impairment and unrealized
mark-to-market losses on economic hedges, and favarable operating results
in 2015, partially offset by a litigation reserve recorded in 2015, as discussed

in Note 5, “Commitments and Contingencies,” to the Conselidated Financial

Statements. Operating results in 2015 were favorable primarily due to higher
PIM capacity revenues related to higher average cleared capacity auction
pricing, in¢reased generation marging and fower depreciation expense.
Included in the variance is the impact of ceasing depreciation on the assets

of the Disposal Group beginning in the second quarter of 2014, The foregons
depreciation for the years ended December 31, 2015, and December 31, 2014,
was aporoximately $40 million and $117 million, respectively.

Year Ended December 31, 2014 as Compared to 2013

The variance was primarily due to the 2014 $929 million pretay write-
down of the carrying amount of the assets te the estimated fair vatue of the
Disposal Group, based on the transaction price included in the purchase sale
agreement (PSA), less estimated costs ta sefl and a $134 million pretax mark-
to-market loss on ecenomic hedges for the Disposal Group.

Introduction

Managsment's Discussion and Analysis should be read in conjunction
with the accompanying Consolidated Finarcial Statements and Notes for the
years ended December 31, 2015, 2014 and 2013,

40

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 [nstrugtion (1(2)a) of Form 10-K,
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Results of Operations
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Years Ended December 31,

(in millions) 2015 2014 Yariance
Operating Revenues $ 7229 $ 7,351 $ {122
Operating Expenses 5,268 5,456 {188)
Losses on Sales of Other Assets and Qther, net (1 — ]
{Operating Income 1,960 1,885 65
Other Income and Expense, net 160 172 (12
Intesest Expense 412 407 5
Income Before Income Taxes 1,708 1,664 48
Income Tax Expanse 627 588 39
Net Incame $ 1,081 $ 1072 $ 9

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Caralinas. The below percentages for retail
customer classes represent billed sales only. Total sales includes bitled and unbilled retail sales, and wholesale sales to incorporated municipalities and to public and

private uiilities and power marketers. Amounts are not weather normalized.

{Decrease) increase over prior year 2015 2014
Residential sales 0.2)% 4.0%
General service sales 1.0% 24%
Industrial sales 2.6% 24%
Wholesale power sales 1.5% 5.7%
Jaint dispatch sales (44.8)% (25.11%
Total sales 0.3)% 22%

1.3% 1.0%

Average number of customers

Year Ended December 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarily by:

* 2 $219 million decrease in fuel revenues driven primarily by lower
natural gas and coal prices, as well as change in fuel mix, partially
offset by an increase in demand from customers, Fuel revenues
represent sales to retail and wholesale custemers; and

* 3 $78 million decrease in ravenues to recover gross receipts taxes due
to the Narth Carolina Tax Simplification and Rate Reductian Act, which
terminated the collection of North Carclina gross receipts tax effective
huly 1, 2014,

Partially offset by:

+ 2 $78 mitlion increase in retail pricing and rate riders, which primarily
reflects increased revenues related to energy efficiency programs and
the second year base rate step-up from the 2013 South Garolina rate
case;

* a $51 million increase from retail sales growth; and

= 2 $40 mitlion increase in wholesale power revenues, net of sharing,
primarily due to additional velumes for customers served under long-
term contracts.
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Operating Expenses. The variance was driven primarily by:

« a$252 million decrease in fuel expense (including purchased power)
primarily related to lower natural gas and coal prices, as well as change
in fuel mix; and

« 2 $47 million decrease in property and other tax expenses primarily due
ta the termination of the collection of the North Carolina gross receipts
tax as mentioned above, partially offset by higher property tax expense.

Partially offset by:

« a $71 million increase in aperations and maintenance expenses
primarily due to higher expenses at generating plants, including the
priar-year benefit of the adaption of nuclear outage levelization,
severance expenses related to cost savings initiatives, higher energy
efficiency program costs and higher distribution maintenance expenses,
partially offset by a 2014 litigaticn reserve refated to the criminai
investigation of the Dan River coal ash spilf, lower costs associated
with the Progress Energy merger, and repairs and remediation expenses
associated with the Dan River coal ash discharge in 2014; and

» a $42 million increase in depreciation and amartization expense
primarily due to higher depreciation as a result of additional plant in
service, partially offset by lower nuclear decommissioning costs and
lower amortization of certain regulatary assets.
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Other Income and Expenses, net. The variance was primarily due to a
decrease in recognition of post in-service equity returns for projects that had
been completed psior to being refiected in customer rates.

Income Tax Expense. The variance is primarily due to an increase in
the effective tax rate and higher pretax income. The effective tax rates for the

years ended December 31, 2015 and 2014 were 36.7 percent and 35.4 percent,

respectively. The increase in the effective tax rate is primarily due to favorable
audit settlements and changes in apportionment related to state income

tax recorded in 2014, and a lower tax benefit related to the manufacturing
deduction in 2015 as compared to 2014, partially offset by the non-deductible
litigation reserve related to the criminal investigation of the Dan River coal ash
spill recorded in 2014.

Matters Impacting Future Results

Duke Energy Carolinas is a party to multiple fawsuits 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 fo the
Consolidated Financial Statements, “Cammitments and Contlngencms for
additional infarmation,

An order from regulatory awthorities disallowing recovery of costs related
to closure of ash impoundments could have an adverse impact on Duke Energy
Carolinas’ financial pasition, 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.
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On Octaber 23, 2015, the EPA published in the Federal Register the
CPP rule for regulating €0, emissions from existing fossil fuel-fired EGUS. The
CPP establishes GO, 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, ar 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 stakeholdars
and motions to stay the requirements of the rule pending the outcome of the
litigation have been filed. The U.S. Supreme Court granted a Motion to Stay in
February 2016, effectively blocking enforcement of the rule until legal challenges
are resolved. Final resolution of these legal challenges could take several years.
Compliance with CPP could cause the industry ta replace coal generation with
natural gas and rengwables, especially in states that have significant CO,
reduction targets under the rule. Costs to operate coal-fired generation plants
continue fo grow due to increasing environmental compliance requirements,
including ash management cosis unrelated to CPP and this may resuit in the
retirement of coal-fired generation plants earlier than the current useful lives.
Duke Energy Carolinas continues to evaluate the need to refire generating
facilities and plans to seek regulatory recovery, where appropriate, for amounts
that have not been recoverad upon assef retirements. However, recovery is
subject to future regulatory approval, including the recovery of cariying costs
on remaining book values, and therefore cannot be assured. In addition, Duke
Energy Caralinas could incur increased fuel, purchased power, operation and
maintenance, and other costs for replacement generation as a result of this rufe.
Duke Energy Carolinas cannot predict the cutcome of these matters.

Intreduction

Management's Discussion and Analysis should be read in conjunction
with the accompanying Consofidated Financial Statements and Notes for the
years ended December 31, 2015, 2014 and 2013,

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
{iX2)(a) of Form 10-K.

Resuits of Operations
Years Ended December 31,

{in miiligns) 2015 2014 Variance

Operating Revenues $10,277 $10,166 $ill

Operating Expenses 8,142 8,159 (1"
Gains on Sales of Other Assets and Other, net 25 11 14
Operating Income 2,160 2,018 42

Other Income and Expense, net 97 n 20
Interest Expense 670 675 (5)
Income Before Income Taxes 1,587 1,420 187

Income Tax Expense 522 540 (18)
Ingome from Continuing Operations 1,065 880 185

Loss from Discontinued Operations, net of tax (3 {6) 3

Net Income 1,062 84 188

Less: Net Income Attributable 1o Nencontrolling Interests 1 5 [
Net Income Attributable to Parent $ 1,001 $ 869 $182
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Year Ended December 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarily by:

* a $118 million increase in wholesale power revenues primarily due
to a new NCEMPA contract effective August L, 2015, coupled with
increased overall demand rates and higher peak demandg at Duke
Energy Progress; and

» an $82 million increase in fuel revenues driven primarily by increased
demand at Duke Enargy Progress and Duke Energy Florida. Ful
revenues represent sales to retail and wholesale customers.

Partially offset by:

* a $113 decrease in rider revenues primarily dus to a decrease in
the nuclear cost recovery clause as a result of suspending Levy
recovery, a decrease in enesgly conservation cost recovery clause and
environmental cost recovery clause revenues due to lower recovery
rates at Duke Energy Florida, partially offset by higher retail pricing and
rate riders at Duke Energy Progress, which primarily reflect increased
revenues related io the energy efficiency programs and the second year
base rate step-up from the 2013 North Carolina retail rate case.

Operating Expenses. The variance was driven primarily by:

» 2 $29 million increase in fuel used in electric generation and purchased
power primarily due to recovery of prier year under-collections of fuel
and increased purchased power, partially offset by lower fue! prices at
Duke Energy Florida; and

» 2 $28 million increase in impairment charges primarily driven by a
2014 reversal of a prior-year impairment at Duke Energy Progress and
current year impairments at Duke Energy Florida.

Partially offset by:

= a $37 millicn decrease in operations and maintanance expenses,
For Duke Energy Progress, this was primarily due to a 2014 litigation
reserve related to the criminal investigation of the management of North
Carolina coal ash basing, lower storm restoration costs and a favorable
pension expense adjustment recorded in 2015, partially offset by higher
nuclear refueling outage expanses, including the prior-year benefit
of the adoption of nuclear outage levelization, due to three refueling
outages in 2015 compared to one outage during the same period in
2014, higher nuclear costs related to additional ownership interest in
assets acquired from NCEMPA, and severance expenses refated to cost
savings initiatives. For Duke Energy Florida, this was primarity due to
a decrease in expenses related to costs that were recoverable through
the energy conservation cost recovery clause and environmental cost
recovery clause; a decrease in employee and executive benefits;
partially offset by an increase in expenses related to various information
technology projects;

a $25 million decrease in property and other taxes primarily due to

the Narth Carofina Tax Simplification and Rate Reduction Act, which
terminated the collection of North Carolina gross receipts tax effective
July 1, 2014, at Duke Energy Progress, partially offset by higher property
tax rates and higher revenue related taxes at Duke Energy Florida; and
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« a$12 million decrease in depreciation and amortization expenses
primaily due to reductions in amounts recovered through the nuclear
cost racovery clause and the environmental cost recovery clauses at
Duke Energy Florida, partially offset by higher depreciation related to
additional plant in service at Duke Energy Progress.

Gains on Safes of Other Assels and Other, net. The variance was
primarily due to the gain on sale of telecommunicatian leases.

Other Income and Expenses, net. The vartance is due to higher AFUDC
equity, primarily due to nuclear plant expenditures at Duke Enargy Progress.

Income Tax Expense. The variance was primarily due to a lower effective
tax rate. The effective tax rates for the years ended December 31, 2015 and
2014 were 32.9 percent and 38.0 percent, respactively. The decrease in the
effective tax rate was primarily due to the non-deductible litigation reserve
related to the criminal investigation of the management of the coal ash basins
in 2014, an increase in AFUDC equity in 2015, state tax benefits from corporate
restructuring in 2015, and the release of tax reserves in 2015 due to expired
statutes.

Matters Impacting Future Results

Progress Energy 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.

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, “Regulatary Matters” and
"Asset Retirement Qbligations,” respectively, for additional infermation.

The FPSC approved an agreement on all securitization-related issues and
issued a final financing arder to securitize the Crysta! River Unit 3 Regulatory
asset with low-cost securities. Securitization will replace base rate recovery
and result in a lower rate impact to customers. Securitization of the costs of the
retired Crystal River Unit 3 Nuclear Plant would result in an initial acceleration
of cash, followed by a reduction to Progress Energy’s future results of operations
and ongaing cash flows as it would no longer eam an equity return on these
costs. Under a previous settlement agreement with the FPSC, the allowed
return on equity for Crystai River Unit 3 is limited to 70 percent of the approved
return on equity, which is currently 10.5 percent. Progress Energy expects the
securitization bonds to be issued in the first half of 2016.

On October 23, 2015, the EPA published in the Federal Register the
CPP rule for regulating CO, emissions from existing fossil fuel-fired EGUs. The
CPP establishes CO, 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 Iater 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 have been filed. The U.S. Supreme Court granted a Motion 1o Stay in
February 2016, effectively blocking enforcement of the rule until legal challenges
are resolved. Final resolution of these legal challenges could take several years.
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Compliance with CPP could cause the industry o replace coal generation with
natural gas and renewables, especially in states that have significant CO,
reduction targeis under the rule. Costs to operate coal-fired generation plants
continue to graw due to increasing environmental compliance raquirements,
including ash management costs unrelated to CPP and this may result in the
retirement of coal-fired generation plants earlier than the current usefud fives.
Prograss Energy continues to evaluate the need to retire generating facifities and
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ptans to seek regulatory recovery, where appropriate, for amounts that have not
been recovered upon assat retirements. However, recovery is subject to future
regulatary approval, including the regovery of carrying casts on remaining baok
valuas, and iherefore cannot be assured. In addition, Progress Energy could
incur increased fuel, purchased powes, operation and maintenance, and other
costs for repfacement generation as a result of this rule. Progress Energy cannot
predict the outcome of these matters.

Introdugtion

Management's Discussion and Analysis shauld be read in conjunction
with the accompanying Consolidated Financial Statements and Notes for the
yaars ended December 31, 2015, 2014 ard 2013.

Results of Operations

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,

{in millions) 2015 2014 Variance
Operating Revenugs $ 5,290 $ 5,178 $ 114
Operating Expanses 4,269 4,244 25
Gains on Sales of Other Asset and Other, net 3 3 —_
Operating Ingome 1,024 935 9
Other Income and Expense, net 71 51 20
Interest Expense 235 234 1
Incomg Bafora Incoma Taxes 860 752 108
Incem Tay Expense 294 285 9
Net Income $ 566 3 467 $§ 9

The following table shows the percent changes in GWh safes and average number of customers for Duke Energy Progress. The below parcentages for ratail
customer classes represent billed sales only. Total sales includes billed and unbilled retail sales, and whalesale sales to incorporated municipalities and to public and

private utilities and power marketers. Amounts are not waather normalized.

{Decrease) increase over prior year 2015 2014
Residential sales 14% 5.1%
General service sales 0.9% 2.1%
Industrial sales (0.3)% (2.9)%
Wholesale power sales 13.0% (2.3%
Joint dispatch sales 14.1% 75.3%
Total sales 2% 4.4%
Average number of customers 14% L1%

Year Ended Dacember 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarily by

= 2 $100 million increase in wholesale power revenues primarily due to a
new NCEMPA cantract effective August 1, 2015, and increased demand
rates charged along with higher peak demand;

+ 3 $34 million increase in retail pricing and rate riders, which primarily
reflect increased revenues related to the energy efficiency programs
and the second year base rate step-up from the 2013 North Carolina
retail rate case; and
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+ a $26 million increase in fual revenues driven primarily by increased
demand from wholesale and retail customers.

Partially offset by:

» a $44 million decrease in revenues to recover gross receints taxes due
to the North Caralina Tax Simplification and Rate Reduction Act, which
terminated the collection of North Carolina gross receipts tax effective
July 3, 2014,
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Operating Expenses. The variance was driven primarily by:

« 3361 million increase in depreciation and amortization expenses primarily
due to higher depreciation related to additional plant in service; and

+ an $18 million reversal in 2014 of 2 prior-year impairment. These
charges refated to planned transmission projects for which recovery
is not expected, and certain cost associated with mitigation sales
pursuant to merger settlement agreements with the FERC.

Partially offset by:

+ a$34 miltion decrease in property and other taxes primarily due to the
termination of the collection of the Narth Garolina gross receipts tax as
mentioned above; and

= an $18 million decrease in operaticns and maintenance expenses,
primarily dug to a 2014 litigation reserve related to the criminal
investigatien of the management of North Caralina coal ash basins, lower
storm restoration costs and a favorable pension expense adjustment
recorded in 2015, partially offset by higher nuclear refueling outage
expenses, including the prior-year benefit of the adoption of nuclear
outage levelization, due to three refueling outages in 2015 compared to
one outage during the same period in 2014, higher nuclear costs related
to additional ownership interest in assets acquired from NCEMPA, and
severance expenses in 2015 related to cost savings initiatives.

Other Income and Expenses, net. The variance is due to higher AFUDC
equity, primarily due to nuclear plant expendifures.

Income Tax Expense. The effective tax rates for the years ended
December 31, 2015 and 2014 were 34.2 percent and 37.9 percent, respectively.
The decrease in the effective tax rate was primarily due te the non-deductible
litigation reserve related to the criminal investigation of the management of the
coal ash basins in 2014, an increase in AFUDC equity, and the reduction of the
North Carolina statutory corporate state income tax rate.
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Matters Impacting Future Results

Duke Energy Progress is a party to muitiple lawsuits and subject to
fines and other penalties refated to operations at certain North Carolina
facilities with ash basins. The outcome of these lawsuits, fines 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 Confingencies,” for additional information.

An order from regulatory autherities disallowing recovery of cosis related
to closure of ash impoundments could have an adverse impact on Duke Energy
Progress’ financial position, resuits 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 October 23, 2015, the EPA published in the Fedesal Register the
CPP rute for regulating €O, emissions from existing fossil fuel-fired EGUS. The
CPP establishes CO, emission rates and mass cap goals that apply to fossil
fuel-fired generation. Under the CPP, states are required to devalop and submit
afinal 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 sukmit 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 have teen filed. The U.S. Supreme Couri granted a Motion to Stay in
February 2016, effectively blocking enfarcement of the rule unfil legal challenges
are resolved. Final resolution of these legal challenges could take several years.
Compliance with CPP could cause the industry to replace ¢oal generation with
natural gas and renewables, especiafly in states that have significant CO,
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 unrefated to CPP and this may resulk in
the retirement of coal-fired generation plants earlier than the current useful
lives. Duke Energy Progress continues to evaluate the need to retire generating
facilities and plans to seak 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 baok values, and therefore cannot be assured. In addition, Duke
Energy Progress could incur increased fuel, purchased power, eperation and
maintenance, and other costs for replacement generation as a rasult of this rule.
Duke Energy Progress cannot predict the outcome of these matters.

Introduction

Management’s Discussion and Analysis should be read in conjunction
with the accompanying Cansalidated Financial Statements and Notes for the
years ended December 31, 2015, 2014 and 2013.

Basis of Presentalion

The results of operations and variance discussion for Duke Energy
Florida is presented in a reduced disclosure farmat in accordance with Genaral
Instructior {I}{2)(a) of Ferm 10-K.

Results of Operations
Years Ended December 31,

{in millions) 2015 2014 Variance
Operating Revenues $4917 $ 4975 3 2

QOperating Expenses 3,862 3,808 (36)
Gains on Sales of Other Asset and Other, ret — 1 )]
Operating Income 1,115 1,078 37

Other Income and Expense, net 24 20 4
Interest Expense 198 201 (3
Income Before Income Taxes 941 897 44
Income Tax Expense 42 349 1]
Net Income $ 599 $ 548 § 5
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The foltowing table shows the percent changes in GWh sales and average number of customers for Duke Ensrgy Florida, The below percentages for retail
customer classes represent billed sales only. Whalesale power sales include bath billed and unbilled sales. Total sales includes billed and unbifled retail sales, and

whalesale sales to incorparated municipalities and ta public and private utilities and power marketers, Amounts are not weather normalized.

increase (decrease) over prior year 2015 2014
Residential sales 49% 27%
General service sales 24% 0.5%
Industrial sales 0.8% 1.9%
Wholgsale and other (2.3)% (5.9%
Total sales 3.5% 19%
Avezage number of customers 15% 1.5%

Year Ended December 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarily by.

* 3 $56 million increase in fuel and capacity revenuss driven by
increased usage. Fuel revenues represent sales to retail and whalesale
customers;

» 3 $37 million increase due to retail sales growth;

= 3 $34 million increase driven by favorable weather conditions. Weather
was also favorahle to normal in 2015%; and

» an $18 million increase in wholesale power revenues primarily driven
by increased capacity rates an conracts.

Partially offset by:

+ 2 $147 million decrease in rider revenues primarily due to a decrease
in the nuclear cost recovery clause as a result of suspending Levy
recovery, a decrease in energy conservation cost recovery clause and
environmental cost recovery clause revenues due to lower recovery rates,

Operating Expenses. The variance was driven primarily by:

+ a %72 million decrease in depreciation and amortization expense due
to reductions in amounts recaverad through the nuclear cost recovery
clause and the environmental cost recovery clause; and

* a §15 million decrease in operations and maintenance expense
primarily due to a decrease in expenses related to costs that were
recoverable through the energy conservation cost recovery clause and
environmental cost recovery clause; and a decrease in employee and
executive benefits; partially offset by an increase in expenses related to
various information technology projects.

Partially offsat by:

* a $37 million increase in fuel used in elegtric generation and purchase
power related to recovery of prior year under-collections of fuel expense
and ingreased purchased power, partially ofiset by lower fuel prices; and

= 2 $9 million increase in property and ather taxes due to higher property
tax rates and higher revenue related taxes.

Income Tax Expense. The efiective tax rates for the years ended
December 31, 2015 and 2014 were 36.3 percent and 38.9 percent, respectively.
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The decrease in the effective tax rate was primarily due to a release of tax
reserves due to expired statutes.

Matters Impacting Future Results

The FPSC approved an agreement on all securitization-related issues and
issued a final financing order to securitize the Crystal River Unit 3 Regulatary
asset with low-cost securities. Securitization will replace base rate recavery
and result in a lower rate impact to customers. Securitization of the costs of the
retired Crystal River Unit 3 Nuclear Plant would result in an initial acceleration
of cash, followed by a reduction ta Duke Energy Florida’s future results of
aperations and ongoing cash flows as it would no longer eam an equity return
an these costs. Under a previous settiement agresment with the FPSC, the
allowed returmn on equity for Crystal River Unit 3 is limited to 70 percent of the
approved refuin on equity, which is cumently £0.5 percent. Duke Energy Florida
expects to issue the securitization bonds in the first half of 2016.

On Qctober 23, 2015, the EPA published in the Federal Register the
GPP rule for regulating CO, emissions from existing fossil fuel-fired EGUS. The
CPP gstablishes CO, emission rates and mass cap goals that apply to fossil
fuel-firad generation. Under the CPP, states are required to develop and submit
a final compliance pian, or an initial plan with an extension request, to the EPA
by September 6, 2016, or no [ater than September 6, 2018, with an approved
extension. These state plans are subject to EPA approval, with a federal ptan
applied to states that faii to submit a plan to the EPA or if a state plan is
not aparoved. Legal challenges to the CPP have been filed by stakehalders
and motions te stay the requirements of the rule pending the outcome of the
litigation have been filed. The U.S. Supreme Court granted a Motian to Stay in
February 2016, effectively blacking enforcement of the rule until legal challenges
are resolved, Final resolution of these legal challenges could take savaral years,
Compliance with CPP could cause the industry to replace coal generation with
naturat gas and renewables, especially in states that have significant CO,
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 cuirent useful lives.
Duke Energy Florida coniinues to evaluaie the need to retire generating facilities
and glans to $eek 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 cannat be assured. In addition, Duke Energy Florida
could ingur increased fuel, purchased power, operation and maintenance, and
other costs for replacement generation as a result of this rule, Duke Energy
Florida cannot predict the ouicome of these matters.
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Introdugtion

Management's Discussion and Analysis should be read in conjunction
with the accompanying Consolidated Financial Statements and Notes for the
years ended Decenber 31, 2015, 2014 and 2013,

Basis of Presentation

The results of operations and variance discussion for Duke Energy Chio is
prasented in a reduced disclosure format in accordance with General fnstruction
{N(2)(a) of Form 10-K.

Results of Operations
Years Ended Becember 31,

{in millions} 2015 2014 Variance
Operating Revenues $ 1,905 $ 1913 $ @
Operating Expenses 1,610 1,727 (117)
Gains on Sales of Other Assets and Other, nat 8 l 7
Operating Income 303 187 16
Cther Incoma and Expense, net 6§ 10 &)
Interest Expense 79 36 !
Income fram Continuing Operations Before Incame Taxes 230 11 119
Income Tax Expense from Continwring Operations 81 43 38
Income fram Cantinuing Operations 149 68 81
Income (Loss) from Discontinued Operaticns, net of tax 23 (563) 586
Net Income {Loss) $ 12 $ (495) $ 667

The following table shows the percent changes in Regulated Utilities” GWh sales and average number of customers for Duke Energy Ohio, The below percentages
for retail customer classes represent hilled sales cnly, Total sales includes bilted and unbilled retail sales, and wholesale sales to incorporated municipalities and to
pubtic and private utilities and power marketers. Amounts are not weather normalized.

(Decrease) increase over prior year 2015 2014
Residential sales (2.2V% 1.3%
General service sales {0.1)% 0.8%
Industrial saes 0.4% 3.3%
Wholesale power sales 122.3% (24.9Y%
Total sales 2.8% 0.7%
Average number of customers 0.7% 0.6%

Year Ended December 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarily by:

« 3 $66 million decrease in fuel revenues primarily driven by lower
electric fuel and natural gas costs and decraased sales volume,

+ an $11 million decreasa in elactric and natural gas sales to ratail
customars due to unfavorable weather conditions compared to both the
prior year and to normal weather; and

« 2 $10 million decrease due to an Ghio regulatory order that reduced
certain energy efficiency rider revenues (see Note 4 to the Consolidated
Financial Statements, "Regulatory Matters").

Partially offset by:

* 2$29 million increase in Kentucky wholasale revenues primarily due
to the purchase of the additional capacity in the East Bend Station in
Dacember 2014, the profits from which are sharad with Duke Energy
Kentucky retail customers;

» 2 $19 million increase in regulated natural gas rate riders primarily due
to raie increases;

« 2 $19 million increase in Ghio ether revenues related to OVEC; and

4

= 2 $16 million increase in electric rate riders, excluding Ohio energy
efficiency, due to rate increases and 2014 true-ups.

Operating Expenses. The variance was driven primarily by the $34
million pretax impairment related to OVEC in 2014,

Income Tax Expense. The variance was primarily due to an increase
in pretax income, partially offset by a decrease in the effective tax rate. The
effactive tax rates for the years ended December 31, 2015 and 2014 were 35.2
percent and 38.9 percent, respectively. The decrease in the effective tax rate
was primarily due %o a favorable adjustment in 2015.

Discontinued Operations, Net of Tax. The variance was primarily driven
by the 2014 impairment and unrealized mark-to-market losses on economic
hedges for the Disposal Group and favorable operating results in 2015,
partially offset by a litigation reserve recorded in 2015, as discussed in Note 5,
"Commitments and Contingencies,” to the Consolidated Financial Statements.
Operating results in 2015 were favaratle primarily due to higher PIM capacity
revenues related to higher average cleared capacity auction pricing, increased
generation marging and lower depreciation expense. Included in the variance
is the impact of ceasing depreciation on the asses of the Disposal Group
beginning in the second quarter of 2014, The foregone depreciation for the year
ended December 31, 2015, and Dacember 31, 2014, was approximately $40
million and $121 million, respectively.
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Matters fmpacting Future Results

In 2013, a FERC ALJ issued an initial decisian that Duke Energy Qhio
is responsible far costs assaciated with certain MYP costs, a type of MTEP
cast, approved by MISO priar to the date of Duke Energy Qhio's withdrawal, On
October 28, 2015, the FERC issued an arder reversing the AL's decision. FERC
ruted that Duke Energy Ohio has no liability for MVP costs aiter its withdrawal
from MISQ. On November 30, 2015, MISO filed with the FERC a request for
rehearing. If Duke Energy Ohio is deemed respansible for these costs upon
appeal, and if the regulatory commissians disatlow racovery of these costs,
there would be an adverse impact to Duke Energy Ohio's financial position,
resuits of operations and cash flows. See Note 4 to the Consolidated Financial
Statements, “Regulatory Matters,” for additional information.

An order from regulatory authorities disallowing recavery 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, far additional informatian.

Duke Energy Ohio’s nonregulated Beckjord statian, a facility retired during
2014, is not subject to the recantly enacted EPA rule relaied to the disposal
of CCR from electric utilities. However, if costs are incurred as a result of
environmental regulations ar 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.

On Qctober 23, 2015, the EPA published in the Federal Register the
CPP rule for regulating CO, emissions from existing fossil fuei-fired EGUs. The
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CPP establishes CO, emission rates and mass cap goals that apply to fossil
fuel-fired generation. Under the CPF, states are required to develop and suimit
a final compliance plan, ar an initial plan with an extension request, to the EPA
by September 6, 20186, or no laker 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 ¢hallenges to the CPP have heen filed by stakeholders

and motions to stay the requiraments of the rule pending the outcome of the
litigation have been filed, The U.S, Supreme Court granted a Motion to Stay in
February 2016, effectively blocking enforcement of the rule until legal challenges
are resolved. 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 CO,
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 eartier than the cument useful lives,
Duke Energy Ohio continues to evaluate the need to retire generating facilities
and plans to seek regulatory recovery, where appropriate, for amounts that have
not been recoverad 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. In addition, Duke Energy Ohio
could incur increased fuel, purchased power, operation and maintenance, and
other costs for replacement generation as a result of this rute. Duke Energy Ohio
cannot predict the outcome of these matters.

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, 2015, 2014 and 2013.

Basis of Presentation

The resuits of operations and variance discussien for Duke Energy
Indiana is presented in a reduced disclosure format in accordance with General
Instruction (1)(2)(a} of Form 10-K.

Results of Operations
Years Ended Dacember 31,

{in millions) 2015 2004 Yariance

Operating Revenues $2.890 $3,175 ${285)
Operating Expenses 2,241 2,470 223
(ains on Sales of Other Assets and Other, net 1 — i

Operating Income 644 705 {61)
Other Income and Expense, net 1 2 (1
Interest Expanse 118 7 §

Income Before Income Taxes 479 i 556 (7
Income Tax Expansa 163 197 (39)
Net Income $ A6 $ 339 $ (43)

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Indiana. The belaw 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.

(Decrease) increase over prior year 2015 014
Residential sales 4.1)% 2.1%
General service sales (0.9)% —%
Industrial sales (1.4)% 2.5%
Wholasale power sales 9.4% (8.9)%
Total sales 0.3% (0.8)%
Average number of customers 0.8% 0.6%
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Year Ended December 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarily by:

* a $265 million decrease in fuel revenues primarily due to a decrease in
fuel rates as a result of lower fuel and purchased power costs,

Operating Expenses. The variance was driven primarily by:

+» 3 $277 million decrease in fuel used in electric generation and
purchased power primarily due to lower fuel prices; and

* a $67 million decrease in property and other taxes, primarily as a result
of lower sales and use tax. In 2014, an approximate $40 million other
tax reserve was recorded, a portion of which was reversed in 2015
upon settlement of the matter.

Partially offset by:

= an $88 million impairment charge related to the 2015 Edwardsport
IGCC sattiements. See Note 4 to the Consolidated Financial Staiements,
“Regulatory Matters,” for additional information.

Other Income and Expense, net. The variance was primarily due to lower
AFUDC equity due to Cayuga scrubbers placed into service in July 2015 and a
lower rate compared o the prior year, partially offset by favorable interest income.

Income Tax Expense. The variance was primarily due to a decrease in
pretax income and in the effective tax rate. The effective tax rates for the years
ended December 31, 2015 and 2014 were 34.0 percent and 35.5 percent,
raspectively. The decrease in the effective tax rate was primarily due to a
favorable adjustment in 2015.

Matters Impacting Future Results

Duke Energy Indiana is evaluating converting Wabash River Unit 6 to
a natural gas-fired unit or retiring the unit earlier than its current estimated
useful life. If Duke Energy Indiana elects early retirement of the unit, recovery
of remaining book values and associated carrying costs totaling approximately
$40 million coutd be subject o future regulatory approvals and therefore cannot
be assured.

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 Enargy
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 mathad of
compliance. Duke Energy Indiana's interpretation of the requirements of the CCR
rule is subject to potential legal chaltenges and further repulatory approvals,
which could result in additional ash basin closure requirements, higher costs of
compliance and greater assef retirement obligations. 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.

In September 2015, Duke Energy Indiana entered into a settlement
agreement with multiple parties that will resolve all disputes, claims and issues
from the IURC proceedings regarding the Edwardsport IGCC generating facility.
In January 2D16, additional parties joined a revised settlement. Pursuant to
the terms of the agreement, Duke Energy Indiana recognized an impairment
and related charges of $93 million, Additionally, the settlement agreement
stipulates the recovery of the remaining regulatory asset over an eight-year
period and cenfirms the conclusian that the in-service date for agcounting and
ratemaking purposes will remain June 7, 2013. The settlement agreement will
also impose a cost cap for recoverable operations and maintenance retail costs
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of $73 million in 2016 and $77 million in 2017 as well as a cost cap for ongoing
capital expenditures through 2017. As part of the settlement, Duke Energy
Indiana committed to cease burning coal at Gatlagher Station Unit 2 and 4 by
the end of 2022, The settlement is subject to IURC approval and, if approved,
would resclva and close a number of outstanding issues pending before the
IURC related to post commereial operating performance and recovery of ongoing
operating and capital costs at Edwardspart, If the settlement is not approved,
outstanding issues before the IURC related to Edwardsport would resume, the
ultimate resolution of which could have an adverse impact on Duke Energy
Indiana's financial position, resuits of aperations and cash flaws. In addition,
the inability to manage operating and capital costs under caps imposed under
the settlement could have an adverse impact on Duke Enargy Indiana's financial
position, results of operations and cash flows, See Note 4 to the Consolidated
Financial Statements, “Regulatory Matters,” for additional information,

On October 23, 2015, the EPA published in the Federal Register the
GPP rule for regulating CO, emissions from existing fossil fuel-fired EGUs. The
CPP establishes CO, 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 fnitial plan with an extension request, to the EPA
by September 6, 20186, ar no later than September 6, 2018, with an approved
extension. These state plans are subject ta 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 fo the CPP have been filed by stakeholders
and motions to stay the requirements of the rule pending the outcome of the
litigation have been filed, The U.S. Supreme Court granted a Motion to Stay in
February 2016, effactively blocking enforcement of the rule until legal challenges
are resolved. 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 CO,
reduction targets under the rule. Costs to operate coal-fired generation plants
continue to grow due te increasing environmental compliance requirements,
including ash management costs unrelated ta CPP and this may result in the
retirement of coal-fired generation plants earlier than the current useful lives.
Duke Energy Indiana 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 recavery of carrying costs en remaining
book values, and therefore cannot be assured. In addition, Duke Energy Indiana
could incur increased fuel, purchased power, operation and maintenance, and
other costs far replacement generation as a result of this rule. Duke Energy
Indiana cannot predict the autcome of these matters.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Preparation of financial statements requires the application of accounting
policies, judgments, assumptions and estimates that can significantly affect the
reported results of operations and the amounts of assets and liabilities reported
in the financial statements. Judgments made include the likelihood of success
of particular projects, possible legal and regulatory challenges, earnings
assumptions on pgnsion and ather benefit fund investments and anticipated
recovery of costs, especially through regulated operations.

Management discusses these policies, estimates and assumptions with
senfor membars 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 informatian, see Note 1 to the Consolidated Financial
Statements, "Summary of Significant Accounting Policies.”
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Regulatory Accounting

Regulated Utilities, Duke Energy's regulated operations, meets the
criteria for application of regulatory accounting treatment for substantially all
of its operations. As a resul, Duke Energy recards 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
collgctions or for costs that have yet to be incurred.

Management confinually assesses whether recorded regulatory assets
are prabable 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
ather regulated entities, Jevels of actual return an equity compared to approved
rates of seturn on equity, and the staius of any pending or potential deregulation
legisfation. If future recovery of costs ceases to be prabable, asset write-offs
would be recognized in operating income. Additionally, regulatory agencies
can pravide flexibility in the manner and timing of the depreciation of property,
plant and equipment, recognition of asset retirement costs, and amortization of
regulatory assets, or may disailow recovery of all or a portien of certain asses,
For further infarmation 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 alsa be required to determine if
revenues previously recognized are for entity specific casts that are no longer
expected to be incurred and are therefare a regulatory liability. See Note 4 to the
Consolidated Financial Statements, “Regulatory Matters,” for a mare in-depth
discussion of Regulatory Assets and Liabilities.

Regutatory 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. For example, if a cost cap is set for
a plant stifl under construction, the amount of the disallowance is a result of a
judgment as ta the ultimate cost of the plant. Other disallowances can require
judgments on allowed future rate recovery. See Noie 4 to the Consolidated
Financial Statements, “Regulatary Matters,” for a discussion of disallowances
recorded related to the Edwardsport IGCC Plant and the retired Crystal River
Unit 3 Nuclear Plant.

When it becomes prabable that regulated generation, transmission ar
distribution assets will be abandoned, the ¢ost of the asset is remaved 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 reiusn. As such, an
impairment charge, if any, could be 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.”
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Geodwill Impairment Assessments

Duke Energy allocates goodwill to reporting units, which are sither the
Business Segments listed in Note 3 or ene level below based an how the
Business Segment is managed. Duke Energy is required to test gaodwill for
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 performs its
annual impairment test as of August 31.

Application of the goodwill impairment test requires management
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
appreach, which estimates fair value based on market comparables 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 resuit from ongoing rate reguiation, utility sector market performance and
transactions, projected eperating and capital cash flows for Duke Energy’s
business and the fair value of debt.

Estimated future cash flows under the income appreach are based
{o a large extent on Duke Energy's internal business pfan, 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 ecenamic data
obtained from third-party sources, projected commadity 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 an equity, anticipated eamings/returns
related to significant future capital investments, continued recovery of cast of
service, the renewal of certain contracts and the future of renewable tax credits.
Management also makes assumptions regarding operation, maintenance
and general and administrative costs based an the expected outcome of the
aforementioned events, In estimating cash flows, Duke Energy incorporates
expected prawth rates, regulatary and economic stahility, 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 reparting 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 an
the weighted average cost of capital (WACC) for each individuat reporting unit.
The WAGC takes into account both the after-tax cost of debt and cost of equity.
A major companent of the cost of equity is the current risk-free rate on 20-year
U.S. Treasury bonds. In the 2015 impairment tests, Duke Energy considered
implied WACCs for certain peer companies in determining the appropriate WACC
rates to use in its analysis. As each repoiting unit has a different risk profile
based on the nature of its operatians, including factors such as regulation, the
WACC for each reporting unit may differ. Accordingly, the WACCs were adjusted,
as apprapriate, to account for company specific risk premiums, The discount
rates used for calculating the fair values as of August 31, 2015, for each of
Duke Energy's domestic reporting units ranged from 5.9 percent to 7.1 percent.

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, 2015,
goodwill impairment test for the international aperations of 10.5 percent,

The underlying assumptions and estimates are made as af 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,
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The majority of Duke Energy’s business is 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 effacts, positive
or negative, of significant swings in market or aconomic conditions. However,
significant changes in discount rates over a prolonged period may have a
matgrial impact on the fair value of equity.

As of August 31, 2015, all of the reparting units' estimated fair value of
equity substantiaily exceeded the carrying value of equity.

For further information, see Note 11 io the Consolidated Financial
Statements, “Goodwill and Intangible Assets.”

Long-Lived Asset Impairment Assessments, Excluding Regulated Operations

Property, plant and equipment, excluding plant held for sals, is stated
at the lower of carrying value {historical cost less accurnulated 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, the
determination that it is more likely than not an asset or asset group will be
sold} indicata the carrying value of such assets may not be recoverable. The
determination of whether an impairment has occurred is based on an estimate
of undiscounied future cash flows attributable to the assets, as compared with
their carrying value,

Performing 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 occuired,
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, determining fair value requires probability weighting future cagh
flows to reflect expectations about possible variations in their amounts or
timing and the selection of an appropriate discount rate. Athough cash flaw
estimates are based on relevant information available at the time the estimates
are made, estimates of future cash flows are, by nature, highly uncartain and
may vary significantly from actual results. For assets identified as held for
sale, the camrying value is compared to the estimated fair value less cost 1o sell
to determine if an impairment [0ss is required. Until the assets are disposed
of, their estimated fair value is re-evaluated when circumstances or evens
change.

When determining whether an asset or asset group has been impaired,
management groups assets at the lowest level that has discrete cash flows.

For further information, see Note 2 to the Consalidated Financial
Statements, “Acquisition and Dispositions.”

Accounting for Loss Contingencies

Praparation of financial statements and related disclosures require
judgments regarding the future outcome of contingent events, Duke Energy is
invalved in certain legal and environmental matters arising in the normal caurse
of business. Estimating probable losses requires analysis of multiple forecasts
and scenarios that often depend on judgments about potential actions by third
parties, such as federal, state and focal courts and regulators. Contingent
liabilities are often resolved over lang periods of time. Amounts recorded in the
consalidated financial statements may differ from the actual outcome once the
contingency is resolved, which could have a material impact on futura results of
operations, financial position and cash flows of Duke Energy.
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For further informatian, see Notes 4 and 5 ta the Consolidated Financial
Statements, "Regulatory Matters” and “Commitments and Contingencies.”

Revenue Recognition

Revenues on sales of electricity and gas are recognized when either the
service is provided or the product is delivered. Operating revenues include
unbilled electric and gas revenues eamed when service has been delivered
but not billed by the end of the accounting period. Unbilled retail revenues
are estimated by applying an average revenue per kilowatt-hour (kWh) or par
thousand cubic feet (Mcf) for all customer classes to the number of estimated
kWh or Mcf delivered but not billed. Unbilled wholesale energy revenues are
calculated by applying the contractual rate per MWh to the number of estimated
MWh delivered but not yet bil'ed, Unbilled wholesale demand revenues are
calculated by applying the contractual rate per MW to the MW volume delivered
but not yet billed. The amourit of unbilled revenues can vary significantly from
period to period as a result of numerous factors, including seasonality, weather,
customer usage patterns, customer mix, timing of rendering customer bills, 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 raquire 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 expecied long-term rate of return on plan assets and
the assumed discount rate applied to future benefit payments. Additionally, the
healih care cost trend rate assumption is critical to Duke Energy’s estimate of
other post-retirement benfits.

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 prajected benefit obligation, into net pension or other post-
retirement benefit expense over the averaga remaining service period of active
covered employees. Prior service cost or credit, which represents the effect
on plan liabilities due to plan amendments, is amartized over the average
remaining service period of active covered employees.

Duke Energy maintaing non-coniributory defined benefit retiremant
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
eamnings 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 I, 2014, the qualified and non-qualified non-contributary defined
benefit plans are closed to new and rehired non-union, and certain unionized
employees.

Duke Energy provides some health care and life insurance benefits
for ratired employees on a contributory and non-contributory basis. Certain
employees are gligible for these benefits if they have met age and service
requirements at retirement, as defined in he plans.

As of December 31, 2015, 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 refurns across
asset classes considering the use of active asset managers, where applicable.
Equity securities are held for their higher expected returns. Debt securities
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are primarily held o hedge the pension kability, Hedge funds, real estate and used ta measure benefit plan obligations far financial reporting purposes reflect
other global securities are held for diversification. Investments within asset rates at which pension bsnefits could be effectively settled. As of December 31,
classes are diversified to achieve broad market participation and reduce the 2015, Duke Energy determined its discount rate for U.S. pension and other
impact of individual managers on investments. In 2013, Duke Energy adopted past-retirement obligations using a bond selection-settlement porifolio

a de-risking investment strategy for its pension assets. As the funded status of approach. This approach develops a discount rate by selecting a portfolio of high
the plans in¢rease, over time the targeted allocation fo refurn seeking assets wilk  quality corporate bands that generate sufficieni cash flow to match the timing
be reduced and the targeted allocation to fixed-income assets will be increased of projected benefit payments. The selected bond portfalio is derived from a

ta better manage Duke Energy's pension liability and reduced funded status universe of nan-caltable corporate bonds rated Aa quality or higher. After the
volatility. Effactive January 1, 2016, based en the curcent funded status of the bond porifolio is selected, a single interest rate is determined that equates the
pians, the asset allocation for the Duke Energy pension plans has been adjusted prasent value of the plan’s projected benefit payments discounted at this rate
to 63 percent fixed-income assets and 37 percent retun-seeking assets. Duke with the market value of the bonds selected.
Energy regularly reviews its actual asset allocation and periodically rebalances Future changes in plan asset returns, assumed discount rates and
its investments to the targeted allocations when considered appropriate. various other factors related to the participants in Duke Energy’s pension and
The assets for Duke Energy’s pension and other post-retirement plans are post-retirement plans will impact future pension expense and liabilities. Duke
maintained in a master trust, Duke Energy atso invests other post-retirement Energy cannot predict with certainty what these factors will be in the future, The
assets in the Duke Energy Corporation Employee Benefits Trust (VEBA ). The following table presents the approximate effect on Duke Energy’s 2015 pretax
investment objective of VEBA 1is to achieve sufficient returns, subject to a pension expense, pretax other post-retirement expense, pensicn obligation and
prudent level of portfalio risk, for the purpose of promoting the security of plan other post-retirement benefit obligation if a 0.25 percent change in rates were
benefits for participants. VEBA | is passively managed. to oceur.

Duke Energy discounted its future U.3. pension and other gost-retirement
obligations using a rate of 4.4 percent as of December 31, 2015. Discount rates

Quatified and Ron-

Qualified Pension Plans Other Post-Retirement Plans
(in millions) 0.25% (0.29)% 0.25% (0.25)%
Etfect on 2015 pretax pension and other post-ratirement expense
Expected long-term rate of return $ o $ $ W 3 1
Discount rate (14 13 {0 1
Etfect on pension and other post-retirement benefit obligation at December 31, 2015
Discount rate (200 206 (10 17

Duke Energy's U.S. othier 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 reflacts 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, 2015, the health care trend rate was 7.5 percent, trending down to 4.75
percent by 2023. The following table presents the approximate effect on Duke Energy's 2015 pretax other post-retirement expense and other post-retirement benefit
obligation if a 1 percentage point change in the health care trend rate were to occur.

Other Post-Retirement Plans

{in milliens) 1% (1%
Effect on 2015 other post-retirement expense $7 $ (6
Effect on ather post-retirement benedit abligation at December 31, 2015 29 (26)

For further information, see Note 21 to the Consolidated Financial Statements, “Empioyee Benefit Plans.”
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Sources and Uses of Cash

Duke Energy relies primarily upon cash flows from operations, debt
issuances and its existing cash and cash equivalents to furd its domestic
liguidity and capital requirements. Duke Enargy’s capital requirements arise
primarily from capital and investment expenditures, repaying long-term debt
and paying dividends to shareholders. Duke Enesgy's projected primary sources
and uses for the next three fiscal years are included in the table below.

(in millions) 2016 2017 2018
Uses™:
Capital expenditures $ 8,600-8,775  $7,300-8,500 $ 6,775-37,800
Debt maturities and reduction in

shart-term debt® 3,885 2,250 2,750
Dividend paymants 2,300 2,400 2,500
Sources®:
Cash flows from cperations® $ 7200 % 7500 % 7.900
Debt issuances 7,050 5,200 4,150
Equity isswances — — 350

{a)  Uses and Sources exclude amounts related to payments for or proceeds frem the planned acquisition of

Piedmont and passible sale of the International Energy segment.

b
Amounts represent Duka Energy’s financing plan, which accelerates certain conlractual maturities.

Includes expenditures related to ash basin closures.

{c]

On October 24, 2015, Duke Energy entered into an Agreement and
Plan of Merger {Merger Agreement) with Piedmant Natural Gas Gompany,
Inc., (Piedmont) a North Carolina corporation, Under the terms of the Merger
Agreement, Duke Energy will acquire Piedmont for $4.9 billion in cash and
will assume Piedmont's existing debt, which was approximately $1.9 billion
at October 31, 2015, the end of Piedmant's most recent fiscal year. Duke
Energy expects o finance the transaction with a combination of debt, betwaan
$500 million and $750 million of newly issued equity and other cash sources.
Duke Energy has a fully underwritten bridge facility to support funding of the
merger. Far further infermation on the Piedmant acquisition, refer to Note 2 to
the Consolidated Financial Statements, “Acquisitions and Dispositions.”

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 appraximately $2.7 billion of cash held and expected to be genarated by
International Energy over a period of up to eight years. In 2015, approximately
$1.5 billion was remitted. Approximately $300 million is expected to be remitted
in 20186, with the remaining amount remitted by 2022, Duke Energy announced
on February 18, 2016, it had initiated a process to divest the International

Excludes capital [sases and securitized receivables maturities in 2016 and 2017 expected to be renewed.

Energy business segment, excluding the equity method investment in NMC.
Duke Energy is in the preliminary stage and no binding or non-binding offers
fave been requested or submitted. Duke Enetgy can pravide no assurance that
this process will result in a transaction. Additional praceeds from the notes
payable or irom a successful sale of Internatienal Energy will principally be used
to fund the operations and growth of its domestic businasses.

The Subsidiary Registrants generally maintain minimal cash bafances and
use short-term barrowings to meet their warking capital needs and other cash
requirements. The Subsidiary Registrants, excluding Progress Energy, support
their short-term barrowing needs through participation with Duke Energy and
certain of its other subsidiaries in a money poo! arrangement, The companies
with short-term funds may provide short-tarm loans to affiliates participating
under this arrangement. See Note 6 to the Consolidated Financial Statements,
“Debt and Credit Facifities,"” for additional discussion of the meney pea!
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 barrowing 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 Fabilities exceed current assets
resulting from the use of short-term debt as a funding source to meet scheduted
maturities of long-term debt, as well as cash needs, which can fluctuate due to
the seasonality of its business.

CREDIT FACILITIES AND REGISTRATION STATEMENTS

Master Credit Facility Summary

Duke Energy has a Master Credit Facility with a capacity of $2.5 billion
through January 2020, The Duke Energy Registrants, excluding Progress
Energy (Parent}, have borrowing capacity under the Master Credit Facility up
to specified sublimits for each borrower. Duke Energy has the unilateral ability
at any time &o increase or decrease the borrowing sublimits of each borrower,
subject to a maximum sublimit for each barrower. The amount available under
the Master Credit Facility has been reduced to backstop the 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 hotder
and as security to meet obligations under the Plea Agreements, The table below
includes the current borrowing sublimits and available capacity under the
Master Credit Facility.

December 31, 2015

Duke Duke Duke Duke Duke Duke

Duke Energy Energy Energy Energy Energy Energy

{in millions} Energy (Parent) Carolinas Progress Florida Chio Indiana

Facility size® $ 7,500 $ 3,475 $ 800 $1,000 $1,200 $ 425 $ 600
Reduction to backstop issuances

Commercial paper® (3,138 (1,531) (300) (333 (709) (115) {150)

Outstanding [etters of credit (1) {65) 4 2) {1 — —

Tax-exempt bonds {118} — (39) — — — {81)

(oal ash set-aside™ (500 — (250) {250) - o —

Available capacity $ 3.674 $ 1,879 $ 211 § 415 $ 490 $ g $ 369

{a) Represents the sublimit of gach borrower at December 31, 2015. The Duke Energy Ohio subfimit includes $125 million for Duke Energy Kentucky,
(h) Duke Energy issued $625 million of commercial paper and laaned the proceeds through the maney pool to Duke Energy Caralinas, Cuke Energy Progress, Duke Enargy Obio and Duke Energy Indiana, The balances are included

within Long-Term Debt Payable to Affiliated Companies in the Censolidated Balance Sheets.
©

On May 14, 2015, the United States District Court for the Eastern District of North Carolina approved the separata Plea Agreements entered into by Duke Energy Carofinas, Ouke Energy Progress and Duke Energy Business

Services, LLC (DEBS), a wholly owned subsidiary of Duke Energy, in connection with the Investigation initiated by the LISDO). Duke Energy Carolinas and Ouke Energy Progress are required to each maintzin $250 million of
available capacity under the Master Credit Facility as security to meet their obligations under the Plea Agraements, in addition 1o certain other conditions. See Nota 5 to the Consofidated Financial Siatements, “Commitments and

Contingencies,” {or additional information.
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Piedment Bridge Facility

In connection with the Merger Agreement with Piedmont, Duke Energy
entered inta a $4.9 hillion Bridge Facility with Barclays. The Bridge Facility, if
drawn upon, may be used to (i} fund the cash consideration for the transaction
and (ii) pay ¢ertain fees and expenses in connection with the transaction. In
November 2015, Barclays syndicated its commitment under the Bridge Facility
1o a broader group of lenders. Duke Energy intends to finance the transaction
with proceeds raised through the issuance of debt, equity and other sources as
noted above and, therefore, does not expect to éraw upon the Bridge Facility,

Short-Term Loan Fasility

On February 22, 2016, Duke Energy entered into 4 six-manth term loan
faeility (Term Loan) with commitrents tataling $1 billion to provide additional
flexibility in managing shart-tarm liquidity. The Term Loan ¢an be drawn upan in
2 single borrowing of up to $1 billion, which must accur no later than 45 calendar
days following February 22, 2016. As of February 24, 2016, no amounts have
been drawn under the Term Loan. Amounts drawn under this facility, if any, will be
due on August 19, 2016. The terms and conditions of this Term Loan are generally
consistent with those governing the Master Credit Facility discussed above.

Shelf Registration

In September 2013, 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
comman stack by Duke Energy.

CAPITAL EXPENDITURES

Duke Energy continues to focus on reducing risk and positioning its
business for future success and witl invest principally in its strongest business
sectors, Based on this goal, the majority of Duke Energy's total projected capital
expenditures are allocated to the Regulated Utilities segment. Duke Energy’s
projected capital and investment expenditures for the next three fiscal years are
inclugded in the table below.

(in millions) 2016 2017 2018
New generation $1775 § 925 § 825
Enviroamental 350 425 200
Nuclear fuel 525 425 425
Major nuclear 175 200 75
Customer additions 500 575 575
Grid modernization and other fransmission and

distribution projects 1,300 1475 1,575
Maintenance 2,700 2,325 2,200
Total Regulated Utilities 6825 6350 5,875
Commercial Portfolio, International Energy and Other 1,775 950 900
Total committed expendituras g600 7300 6,775
Discretionary expenditures [75 1200 1,025
Total projected capital and investment expenditures $8775 $8500 37,800
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DEBT MATURITIES

Tha foflowing table shows the significant components of Current
maturities of Long-Term Debt on the Gonsolidated Balance Sheets. The Duke
Energy Registrants currently anticipate satisfying these obligations with cash on
hand and proceeds from additional borrawings.

{in millions} Maturity Date Interest Rate December 31, 2015
Unsecured Debt
Progress Energy (Parent) January 2016 5.625% $ 300
Duke Energy Indiana June 2016 6.05% 325
Duke Energy (Parent) November 2016 2.150% 500
First Mortgage Bonds
Duke Energy Indiana July 2016 0.670% 150
Duke Energy Carolinas December 2016 1.750% 350
QOther 449
Current maturities of

long-term debt $ 20714
DIVIDEND PAYMENTS

In 2015, Duke Energy paid quarterly cash dividends far 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 of future
dividends because they depend on future eamings, capital requirements,
financial condition and are subject to the discretion of the Board of Directors.

Through 2020, the dividend payout ratio is expected to be beiween 70
and 75 percent, based upon adjusted diluted EPS. Over the past several years,
Duke Energy's dividend has grown at approximately 2 percent annually, slower
than averall adjusted earnings growth. In 2015, Duke Enesgy increased the
dividend payout to grow the dividend at approximately 4 percent annually, better
matching expected future earnings growth.

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 uiility operating
companies have restrictions on the amount of funds that can be transferred
to Duke Energy through dividends, advances o 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 distributians
on common stock. Additionally, certain other Duke Energy subsidiaries have
other restrictions, such as minimum working capital and tangible net worth
requirements pursuant to debt and other agreements that limit the amount
of funds that can be transferred to Duke Energy. At Decemiter 31, 2015, the
amount of restricted net assets of whally owned subsidiaries of Duke Energy
that may not be distributed to Duke Energy in the form of a loan or dividend
i less than 25 percent of Duke Energy's net assets. Duke Energy does
not have any (egal or other restrictions on paying common stock dividends
to shareholders out of its consolidated equity accounts. Althgugh 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 an common stack and ather future funding obligations.
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CASH FLOWS FROM OPERATING ACTIVITIES

The relatively stable operating cash flows of Regulated Utilities compose
a substantial portion of Duke Energy’s cash fiows from operations. Regulated
Utilities' cash flows from operations are primaiily driven by sales of electricity
and natural gas and costs of operations, Weather conditions, working capital
and commodity price fluctuations, and unanticipated expenses including
unplanned plant outages, storms, and legal costs and related settlements can
affect the timing and level of cash flows from oparations.

Duke Energy believes it has sufficient liquidity resources through the
commercial paper markets, and ultimately, the Master Credit Facility, fo support
these operations. Cash flows from operations are subject to a number of other
factors, including, but nat limited to, regulatory constraints, economic trends
and market volatility {see ltem 1A, “Risk Factors,” for additional information).

At December 31, 2015, Duke Energy had cash and cash equivalents and
short-term investments of $857 million, of which approximately $534 million
is held by entities domicited in foreign jurisdictions. In December 2014, Duke
Energy declared a taxable dividend of historical 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 Intermational Energy
over a period of up to eight years. In 2015, approximately $1.5 billion was
remitted.

As of December 31, 2015, Duke Energy's intention was to indefinitely
reinvest undistributed eamings generated by Duke Energy’s foreign subsidiaries.
As a result, no U.S. tax s recorded on such eamings of approximately
$250 million. The amount of unrecognized deferred tax Jiability related to
undistributed earnings was approximatgly $12 million. On February 18, 2016,
Duke Energy announced it had initiated a process to divest the International
Enesgy business segment, excluding the investment in NMC. See Note 2 for
further information. Accordingly, Duke Energy no longer intends to indefinitely
reinvest the undistributed foreign earnings of International Energy and will
therefore record U.S. taxes related to International Energy’s undistributed foreign
earnings during the first quarter of 2016,

Proceeds from the notes payable or from a successful sale of International
Energy will principally be used to furd the operations and growth of its domestic
businesses.

DEBT ISSUANCES

Depending on availability based on the issuing entity, the credit rating of
the issuing entity, and market conditions, the Subsidiary Registrants prafer to
issue first martgage 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
Carporation primarily issues unsecured debt.

Duke Energy's capitalization is balanced between debt and equity as
shown in the table below.

Projected 2016 Actual 2015 Actual 2014
Equity A41% 48% 49%
Debt 53% 2% 51%

Duke Energy's fixed charges coverage ratio, calculated using SEC
guidelines, was 3.2 times for 2015, 3.2 times for 2014, and 3.0 times for 2013,
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Restrictive Debt Covenants

Duke Energy’s debt and cradit agreemants contain various financial and
other covenants. The Master Credit Facility contains a covenant requiring the
debt-to-fotal capitalization ratio to not exceed 65 percent for each borrower.
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, 2015, Duke Energy was in compliance wish all
covenants related to its debt agreements. In addition, some credit agreements
may allow for acceleration of payments or termination of the agreements due
ta nanpayment, or to the acceleration of other significant indebtedness of the
barrower or some of its subsidiaries. None of the debt or credit agreements
contain material adverse change clauses.

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 February 2016,

Fitch Moody's S&P
Duke Energy Corporaticn Watch-N Negative Negative
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 Negative
Senior Secured Debt AA- Aa2 A
Senior Unsecured Debt A Al A-
Progress Energy Stable Stable Negative
Senior Unsecured Debt BBB Baa2 BBB+
Duke Energy Progress Stahle Stable Negative
Issuer Credit Rating A- A2 A-
Senior Secured Debt A+ Aa3 A
Duke Energy Flarida Stable Stable Negative
Senior Secured Debt A il A
Senior Unsecurad Debt A- A3 A-
Duke Energy Ohio Stable Stable Negative
Senior Secured Debt A A2 A
Senior Unsecurad Debt A- Baal A
Duke Energy Indiana Positive Stable Negative
Senior Secured Debt A Aald A
Senior Unsecured Debt A- A2 A-

Credit ratings are intended to provide credit lenders a framework for
comparing the credit quality of securities and are not 2 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 pringipal 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 outiook materially
deteriorates, credit ratings could be negatively impacted,
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Cash Flow Information

The following table summarizes Duke Energy's cash flows for the three
most recently completed fiscal years.

Years Ended December 31,
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INVESTING CASH FLOWS

The following table summarizes key compenents of Duke Energy's
investing cash {lows for the three most recently completed fiscal years.

Years Ended December 31,

{in milligns} 2015 2014 2013
Cash flows provided by (used in):
Operating activities $ 6676 § 6586 § 6382
Investing activities (5,217} (5,373) (4,978
Financing activities (2,578} (678) (1,327
Net (decrease) increase in cash and cash

equivalents (1,179} 535 77
Cash and cash equivalents at beginning

of period 2,036 1,501 1424

{in millions) 015 2014 2013
Capital, investment and acquisition

expenditures $(8303 $(5328) § (5607
Avaitable for sale sscurities, net 3 23 173

Net pracesds from the sale of Midwast
generation husiness and sales of aquity

(ash and cash equivalents at end of perfiad  $ 857 3 2,036 3 1501

OPERATING CASH FLOWS

The fallowing table summarizes key components of Duke Energy’s
operating cash flows for the three most recently completed fiscal year,

Years Ended December 31,

(in millians) 2015 2014 2013
Net income $ 2831 § 1889 § 2676
Non-cash adjustments to net income 4,800 5,366 4876
Contributions fo qualified pension plans (302} — (250)
Payments for asset retirement obligations (346} (68) (12)
Warking capital (307) (601) {908)

Net cash provided by operating activities  $ 6,676  $§ 63986  § 6,382

For the year ended December 31, 2015 compared to 2014, the variance
was driven primarily by:

+ 25376 million increase in net income after non-cash adjustments
resulting from ingreased 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

* 2 $294 million increase in cash flaws from a working capital decrease
primarily due to lower current year receivables resulting from
unseasonably warmer weather in December 2315 and prior year under
collection of fuel and purchased power due to increased consumption.

Partially offset by:
» 2 $302 million increase in contributions to qualified pension plans and

* a $278 million increase in nayments for asset retirament obligations.

For the year ended December 31, 2014 compared to 2013, the variance
was driven primarily by:

+ 3 $204 million increase due te prior year centributions to qualified
pension plans, favorable retail pricing and rate riders and favorable
weather, partially offset by current year under collection of fuel and
purchased power costs and timing of cash payments for operations and
maintenance expenses.

investments and other assets 2,968 179 207
Other investing items 115 47 179
Net cash used in investing activities $6.21 $(5373) % (4978)

The primary use of cash related to investing activities is capital,
investment and acquisition expenditures, detailed by reportable husiness
segment in the following table.

Years Ended December 31,

{in millions) 2015 2014 2013
Repulated Utilities $ 6374 £ 4744 § 5049
Cornenercial Portfolio 1131 555 268
International Energy 45 67 67
Qther 213 162 prk]
Total capital, investment and acquisition

gxpenditures $ 8363 § 5528 § 5,607

For the year ended December 31, 2015 compared to 2014, the variance
was driven primarily by:

* 2 $2,789 million increase in proceeds mainly due to sale of the
nenregulated Midwest generation business to Dynegy and

+ 2 $202 million return of collateral related fo the Chilean acquisition in
2013, The collateral was used to repay a secured loan,

Partially offset by:

+ a $2,835 miliion increase in capital, investmeni and acquisition
expenditures mainly due to the acquisition of NCEMPA ownership
interests in certain generating assets, fuel and spare parts inventary
jointly owned with and operated by Duke Energy Progress and growth
inittatives in electric and natural gas infrastructure, solar projects and
natural-gas fired ganeration.

Far the year ended December 31, 2014 compared to 2013, the variance
was driven primarily by:

+ a $192 million return of collateral related to the Chilean hydro
acquisition in 2013 and

* 2 $150 million decrease in net proceeds from sales and maturities of
availabla for sale securities, net of purchases.
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FINANCING CASH FLOWS

The following table summarizes key components of Duke Energy’s
finanging cash flows for the three most recently completed fiscal years.

Years Ended December 31,

(in millions) 2015 14 2013
Issuance of comman stack related to employee benefit

plans $ 1% 25§ 9
(Repayments) Isswances of long-term debt, net 74 (123 840
Notes payable and commercial paper 1,245 1,688 93
Dividengs paid (2,254) (2,234) (2,188)
Rapurchase of common shares {1,500) — —
Qther financing items (12) (34) 81)

Net cash used in finansing activities $(2.578) $ (678) 301,327

For the year ended December 31, 2015 compared to 2014, the variance
was driven primarily by:

« 231,500 million increase in cash outflows due to the repurchase of
19.8 million common shares under the ASR ang

Summary of Significant Debt Issuances

FR 16(7)(I) Attachment - Annual Report 2015
Page 77 of 264

* 2 5443 million decrease in proceeds from net issuances of notes
payable and cemmercial paper, primarily due to prior year financing
with short-ferm debt in advance of the 2015 receipt of progeeds 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 preposed issuance of securitization bonds related to
Crystal River Unit 3.

For the year ended December 31, 2014 compared to 2013, the variance

was driven primarily by:

» a$1,595 million increase in preceeds from net issuances of notes
payable and commaercial paper, primarily due to funding a larger
proportion of total financing needs with short-term debt in advance of
the receipt in 2015 of proceeds from the sale of the Midwest Generation
business.

Partially offset by:

+ 3 $963 million decrease in net issuances of lang-term debt, primarily
due te funding a larger proportion of tatal financing needs with short-
{erm debt in 2014 than in 2013.

Year Ended December 31, 2015

Duks Duke Duke

Maturity Interest Duke Energy Energy Energy
Issuance Date Date Rate Energy (Parent) Carolinas Progress
Unsecured Debt
November 20154 Agril 2024 3.750% $ 400 $ 400 $ — 3 —
November 201 50 (ecember 2045 4.800% 600 600 — —
First Mortgage Bonds
March 20159 June 2045 3.750% 500 — 500 —
August 20154 August 2025 3.250% 500 - - 500
August 20154 August 2045 4.200% 100 — —_ 700
Total issuances $ 2,700 $ 1,000 $ 500 $ 1200

(a) Proceeds were used ta repay short-term money pool and commercial paper barrowing issued to fund a portion of Lhe NCEMPA acquisition, see Note 2 to the Consolidated Financial Statements, “Acquisitions, Dispositions and

Sales of Other Assets”, for furlher information.
(h)  Procesds were used to refinance at maturity $300 million of unsecured notes at Progress Energy due January 2016,
(c) Procesds were used to redeem at maturity $500 million of first morigage bonds due October 2015,
{d) Proceeds were used to refinance at maturity $400 million of first morlgage bonds due December 2015,
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Year Ended December 31, 2014
Duke Duke Duke

Maturity Interest Duke Energy Energy Energy
Issuance Date Date Rate Energy {Parent) Progress Florida
Unsecured Debt
April 2014w April 2024 3750% $ 600§ 600 § — $ -
April 2014@® April 2017 0.613% 400 400 — —
Jung 2014% May 2019 11.970% 108 — — -
June 2014 May 2021 13.680% 110 — — —
Secured Debt
March 2014 March 2017 0.863% 225 — — 225
July 2014® July 2036 5.340% 129 — — —
First Mortgage Bonds
March 2014® March 2044 4.375% 400 — 400 —
March 2014%@ March 2017 0.435% 250 — 250 —
November 2014% December 2044 4.150% 500 — 500 —_
November 2014 &% November 2017 0.432% 200 — 200 —
Total issuances $ 2922 § 1,000 $ 1,350 $ 255

@

Froceeds were used 1o redeem $402 million of tas-exempt bonds at Duke Energy Ohio, the repayment of cutstanding commercial paper and for general comiorate purposes., See Note 13 fo the Consolidated Financial

Statements, “Related Party Transactions” for additional infarmation related to the redemption of Duke Energy Ohio's tax-exempt bonds.

(0]
fc)
{

The debt is floating rate based on three-month London Interbank Offered Rate (LIBOR) plus a fixed credit spread of 38 basis points.
Praceeds wese used fo repay $196 million of debt for International Energy and for general comorate purpases. The interest rates include country specific risk premiums.
Relates to the securitization of accounts receivable 2t a subsidiary of Duke Energy Florida. Proceeds were used to repay short-term bomowings under the intercompany money pool hormowing amangement and for general

caporate purposes. See Note 17 to the Consolidated Financial Statements, “Variable Interest Entities” for further details.

e}

Praceeds were used to fund a portion of Duke Engrgy’s prior investment in the existing Wind Star renzwables portfokio.

i Proceeds were used 1o repay short-term borrawings under the intercompany money poal homawing amangement and for general corperale purposes.

i) The debtis floating rate based on three-month LIBOR plus a fixed credit spread of 20 basis peints.

{n

0if-Balance Sheet Arrangements

Duke Energy and certain of its substdiaries enter info guarantee
arrangements in the normal course of business to facilitate commercial
transactions with third parties. These arrangements include performance
guarantees, stand-by letters of credit, debt guarantees, surety bonds and
indemnifications.

Most of the guarantee arrangements entered into by Duke Energy enhance
the credit standing of certain subsidiaries, nan-conselidated entities or fess
than wholly owned entities, enabling them to conduct business. As sueh, these
guarantee arrangements involve elements of performance 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 Specira Energy Capital, LLC
(Specira Capital) through indemnification agreements entered inte as part of
the January 2, 2007, spin-off of Spectra Energy Corp (Spectra Energy), having
to honor its contingencies is largely dependent upon the future operations of
the subsidiaries, investees and other third parties, or the occurrence of certain
future events.
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Proceeds were used to repay to redeem $450 million of tax-exzmpt bonds, repay short-term borrowings under the intercompany money pool borrowing arrangement and for genaral corporate purposes.

Duke Energy performs engoing assessments of their respective guarantee
ohligaticns to determine whether any liabilities have been incurred as a result of
potential increased non-performance risk by third parties for which Duke Energy
has issued guaraniees.

See Note 7 to the Consalidated Financial Statements, “Guarantees and
Indemnifications,” for further details of the guarantes arrangements.

Issuance of these puarantee arrangements is not required for the majority
of Duke Energy’s operations. Thus, if Duke Energy discontinued issuing these
guarantees, there would not be 2 material impact to the censolidated results of
operations, cash flows or financial positien.

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 [nterest Entities,” respectively.
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Contractual Obligations

Duke Energy enters into contracts that require payment of cash at certain specified periods, based on certain specified minimum guantities and prices. The

following table summarizes Duke Energy's contractual cash abligations as of December 31, 2015,

Payments Due By Period
More than
Less than 2-3 years 4-5years 5 years
1year (2017 & {2019 & (2021 &
{in millions) Total {2016) 2018} 2020) heyond)
Long-Term debte $ 36376 $ 1970 $ 5687 $ 4858 $ 23861
Interest payments on leng-term debt® 24,846 1,619 3,041 2,557 17,629
Capital leasas® 2,080 173 351 360 1,176
Operating leases® 1,699 219 343 273 864
Purchase obfigations:®
Fuel and purchased powes® 19,852 4,457 5,731 2,860 6,804
QOther purchase ohligations® 10,737 8,467 1,564 258 448
Nuclear decommissioning trust annual funding™ 27 42 29 26 173
Total contractual cash obligations®™® $ 95340 § 16947 $ 16746 $ 11,192 $ 50,955
{a) See Mote 6 to the Consolidated Financia! Statements, “Debt and Credit Facilities."
{b)  Interest payments an variable rate debt instruments were calculated using Decerber 31, 2015, interest rates and holding them consiant fur the life of the instruments.

©

(d)
(@

0
@

(h}

0]

Sea Note 5 to the Cansolidated Financial Statements, “Commitments and Contingencies.” Amaunts in the table above include the intsrest componant of capital leases based on the interest rates stated in the lease
agreements and exclude certain related executary costs.

Current liablities, except for current maturities of leng-term debt, and purchase obligations reflected an the Consolidated Balance Sheets have been excluded from the above tabla.

Includes firm apacity payments that provide Duke Energy with uninterrupted firm access to electricity transmission capacity and natural gas transpariation contracts, 25 well as undesignated contracts and cantracts

that quality as normal purchase/normal sale (NPNS). For contracts where the price paid is tased on an index, the amount is based on market prices at December 31, 2015, or the best projections of the index, For cerlain

of these amounts, Duke Energy may seftle an a net cash basis since Duke Energy has entered into payment netting arrangements with counterparties that parmit Duke Energy 1o offset receivables and payables with such
counterparties.

Amounts exclude obligations under the OVEG purchase power agreement. Sze Note 17 t0 the Cansclidated Financial Statements for additional information.

Includes contracts for software, telephona, data and cansulting or advisory services. Amount also includes contractual obligations for engineering, procursment and construction costs for new generation plants and nuclear
lant refurbishments, environmental projects on fossil facilitiss, maintenance and day to day conlract wark &t cerlain wind and solar facilities and commitments fo buy wind and combustion turbines. Amount excludes certain
open purchase orders for servites that are provided on demand, for which the timing of the purchase cannot be determined.

Related to future annval funding cbligations to NDTF through nuclear power stations’ re-licensing dates. Amounts through 2017 include North Carolina jurisdictional amounts that Duke Energy Progress cetained internally and
i3 fransitioning to its external decommissioning funds per a 2008 NCUC onder. The Lransition of the original $131 million must be complete by December 31, 2017, and 2t least |0 percent must be transitionzd each year, See
Note 9 to the Consolidzted Financial Statements, “Asset Retirement Obligations.”

Unrecognized 1ax benefits of $88 million are not reflected in this table as Duke Energy cannot predict when open income tax years will Close with completed examinations, See Mote 22 to the Canselidzted Firancial Statements,
“Incoma Taxes.”

The table abave excludes reserves for fitigation, environmental remediation, asbastos-related injuries and damages claims ang self-insurance claims (see Mote 5 fo the Consolidated Financial Statements, “Commitments

and Contingencies”) because Duke Energy is uncerlain as to the timing and amount of cash payments that will be required. Additionally, the tabla abova excludes annual insurance premiums that are necessary to operate the
business, including nuclear ingurance {sez Note 5 to the Consolidated Financial Statements, “Commitments and Cantingencies™), funding of pension and other past-retirement benefit plans (see Note 21 to the Consolidated
financial Statements, “Employee Benefit Plans”}, asset retirement obligations, including ash managemsnt sxpenditures (see Note 9 to the Consolidated Financial Statsments, "Asset Retirement Obligations™) and regulatory
liabilities {see Note 4 to the Consolidaled FinancTal Statements, “Regulatory Matters™) because the amount and timing of the cash payments are uncertain. Also excluded are Ceferred Income Taxes and Investment Tax Credits
recorded on the Gonsolidated Balange Sheats sinca cash payments for income taxes are determined based primarily on taxable income for each discrete fiscal year,

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK Commodity Price Risk
' Duke Energy is exposed to the impact of market fluctuations in the prices
Risk Management Policies 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
_ Duke Energy is exposed to market risks associated with commodity exposure fo these fluctuations is limited by the cost-based regulation of its
prices, interest rates, equity prices and foreign currency exchange rates. Duke operations in its Regulated Utilities segment as these operations are typically
Energy has established comprehensive risk management policies to monitor allowed to recover substantially all of these costs throtigh various cost-recovery
and manage these market risks. Duke Energy’s Chief Executive Officer and clauses, including fuel clauses. While there may be a delay in iming between
Chief Finangial Officer are responsible for the averall approval of market risk when these costs are incurred and when they are recovered through rates,
management policies and the delegation of approval and authorization levels. changes from year to year generally o not have a material impact on operating
The Finance and Risk Management Committee of the Board of Directors receives  results of these regulated operaiions.
periodic updates fram the Chief Risk Officer and other members of management Price risk represents the potential risk of loss from adverse changes in the
on market risk positions, corporate exposures, and overall risk management market price of electricity or other energy commadities. Duke Energy’s evposure
activities. The Chief Risk Officer is responsible for the overali governance of to commadity price risk is influenced by a number of factors, including contract
managing commodity price risk, including monitoring exposure limits. size, length, market liquidity, location and unique or specific contract terms.
The f01|0W["E d|sclnsgres about l‘ﬂafFEt risk contain fomard-lnoklng Duke Energy employs established policies and procedures to manage risks
statements that involve estimates, projections, goals, forecasts, assumptians, associated with these market fluctuations, which may include using various
risks and uncertainties that could cause actual results or outcomes to differ commadity derivatives, such as swags, futures, forwards and options. For
materfally from those expressed in the forward-looking statements. Please additional information, see Note 14 to the Consolidated Financiat Statements,
review [tem LA, “Risk Factors,” and “Cautionary Statement Regarding “Derivatives and Hedging."

Forward-Looking Information” for a discussion of the factors that may impact
any such forward-looking statements made herein,
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The inputs and methodelegies 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 technigues, changes in its pricing methodalogies or the
underlying assumptions could resut in significantly different fair values and
income recognition,

Hedging Strategies

Duke Energy closely monitors risks associated with commadity price
changes on its future operations and, where appropriate, uses various
commeodity instruments such as electricity, coal and natural gas forward
contracts ta mitigate the effect of such fluctuations on operations. Duke
Energy's primary use of energy commodity derivatives is to hedge the genaration
portfofio against exposure to the prices of power and fuel,

The majority of instruments used to manage Duke Energy’s commodity
price exposure are either nat designated as hedges or do not qualify for hedge
accounting. These instruments are referrad to as undesignated contracts,
Mark-to~market changes for undesignated centracts entered into by regulated
businesses are reflected as ragulatory assets or liabilities on the Consolidated
Batance Sheets. Undesignated contracts entered into by unrepulated 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 normal
purchase/normal sale (NPNS) exception. When a contract meets the criteria to
qualify as an 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 fong 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 Regulated Utilities segment. The
Duke Energy Registrants optimize the value of their generation portfolios, which
include genaration 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,

For the Regulated Utilities segment, the generation partfolio not utitized
to serve retail operations or committed load is subject to commodity price
fluctuations. However, the impact on the Conselidated Statements of Operations
is partially offset by mechanisms in these regulated jurisdictions that result in
the sharing of net profits fram these activities with retail customers.

International Energy generally hedges their expected generation using
long-term bilateral power sales contracts when favorable market conditicns
gxist and are subject to wholesale commodity price risks for electricity not sold
under such contracts. International Energy dispatches elactricity not sold under
long-term bilateral contracts into unregulated markets and receives wholesale
energy margins and capacity revenues from national system operators.

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
1o a percentage of fotal 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
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Statements, “Summary of Significant Accounting Peficies,” “Debt and Credit
Facilities,” "Derivatives and Hedging,” and “Fair Value Measurements.”

At December 31, 2015, Duke Energy had $727 million notional amount
of floating-to-fixed swaps outstanding, $500 million notional amount of
fixed-to-floating swaps outstanding and $1,300 million forward-starting swaps
outstanding. In the first quarter of 2016, Duke Energy entered into an additional
$500 million notional amount of forward-starting swaps. Duke Energy had
$7.9 billion of unhedged long- and shart-term floating interest rate exposure at
December 31, 2015. The impact of a 100 basis point change in interest rates an
pretax income is approximately $79 miltion at Decemnber 31, 2015. This amount
was astimated by considering the impact of the hypothetical interest rates on
variable-rate securities outstanding, adjusted for interest rate hedges as of
December 31, 2015.

See Notes 2 and 14, "Acquisitions and Dispositions” and Derivatives and
Hedging,” respectively, to the Consolidated Financial Statements for additionat
information about the forward- starting interest rate swaps related to the
Piedmont acquisition.

Credit Risk

Credit tisk represents the loss that the Duke 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 expasures. The master agreements provide for a counterparty fo post
cash or letters of credit to the exposed party for exposure in excess of an
established threshold. The threshald 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 collaterat
is sufficient cause to terminate contracts and liquidate afl positions.

The Duke Energy Registrants alsa obtain cash or fetters of credit from
certain counterparties to provide credit support outside of collateral agreements,
where appropriate, based on 2 financial analysis of the counterparty and the
regulatory or contractual terms and conditions applicable to each transaction.
Sea Note 14 to the Consalidated Financial Statements, “Derivatives and
Hedging," for additionat information regarding credit risk selated to derjvative
instruments.

The Duke Energy Registrants’ principal counierparties for its electric and
gas businesses are regional transmission organizations, distribution companies,
municipalities, electric cooperatives and utilities located throughout the U.S. and
Latin America. 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.

The Duke Energy Registrants are also subject te 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 o 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 imited to
outstanding accaunts receivable. The Duke Energy Registrants mitigate this
credit risk by requiring customers to provide a cash depasit, letter of credit
or surety bond until a satisfactory payment histary is established, subject to
the rules and regulations in effect in each retail jusisdiction, at which tima the
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deposit is typically refunded, Charge-offs for retail customers have histarically
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 Chio and Duke Energy Indiana sell certain of their
accounts receivable and related collections through Cinergy Receivables
Company, LLC (CRG), 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 Duke Energy Ohio, Duke Energy Kentucky
and Duke Energy Indiana. See Nate 17 to the Consolidated Financial Statements,
“Variable Intergst Entities.”

Duke Energy Carolinas has third-party insurance to cover certain
losses related to asbestos-related injuries and damages above an agpregaie
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
palicy limit for potential future insurance recoveries indemnification and medical
cost claim payments is $847 million in excess of the self-insured retention,
Receivables for insurance recoveries were $599 million and $616 miltion at
December 31, 2015 and 2014, respectively. These amounts are classified in
Other within Investments and Other Assets and Receivables on the Cansolidated
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,

The Duke Energy Registrants also have credit risk exposure through
issuance of performance guarantees, letters of ¢redit 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 abligor
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 al] future
performance obligations under the guarantees. See Note 7 to the Consolidated
Financial Statements, “Guarantees and Indemnifications,” for further
information on guarantees issuad 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 cartain
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.

Pension Plan Assets

Duke Energy maintains investments to facilitate funding the costs of
providing non-coniributory defined benefit retirement and other post-retirement
benefit plans. These investments are exposed to price fluctuations in equity
markets and changes in interast 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.

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 adversgly affect cash flows in those periods. Additionally, a decline in
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the fair vatue of plan assets, absent additional cash contributions to the plan,
could increase the amount of pension cost required to be recarded in future
periods, which could adversely affect Duke Eneegy’s results of operations in
those periods.

Nuclear Decommissioning Trust Funds

As required by the NRC, NCUC, PSCSC and FPSC, subsidiaries of Duke
Energy maintain trust funds to fund the costs of nuclear decommissioning. As
of December 31, 2015, these funds were invested primarily in domestic and
international equity securities, debt securities, cash and cash equivalents and
shart-term investments. Per the NRC, Internal Revenue Code, NCUC, PSCSG
and FPSC requirements, these funds may be used only for activities related o
nuclear decommissioning. These investments are exposed to price fluctuations
in equity markets and changes in interes rates. Duke Energy actively monitors
its portfolios by benchmarking the performance of its investments against
certain indices and by maintaining, and periodically reviewing, target aliocation
percentages for various asset classes. Accounting for nuclear decommissioning
recognizes that costs are recovered through retail and wholesale rates;
therefore, fluctuations in equity 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 Qrders by the NCUC, PSCSC and FPSC. Earnings or losses of the fund will
uitimately 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 Cansolidated Financial Statements, “Investments in
Debt and Equity Securities” for additional information regarding NDTF assets.

Foreign Currency Risk

Duke Energy is exposed to foreign currency risk from investments in
international businesses owned and operated in countries cutside the U.S.
and from certain commodity-related transactions within domestic operations
that are denominated in foreign currencies. To mitigate risks associated with
foreign currency fluctuations, contracts may be denominated in or indexed to
the U.S. dollar and/or local inftation rates, of investments may be naturally
hedged through debt denominated or issued in the foreign currency. Duke Energy
may also use foreign currency derivatives, where possible, to manage its risk
related to foreign currency fluctuations. To monitor its currency exchange rate
risks, Duke Energy uses sensitivity analysis, which measures the impact of
devaluation of the foreign currencies to which it has exposure,

Duke Energy's primary foreign cuirency rate exposure is o the Brazilian
real. The tahle below summarizes the potential effect of foreign currency
devaluations on Duke Energy's Consolidated Statement of Operations and
Consolidated Balance Sheets, based on a sansitivity analysis performed as of
December31, 2015 and December 31, 2014,

Summary of Sensitivity Analysis for Foreign Currency Risks

Assuming 10 percent devaluation
in the turrency exchange rates in
all expasure currencies

As of December 31,
{in millians) 2015 2014
Income Statement impact® $1n $ (200
Balance Shieet impact™ (14 {98)

{a) Amounts represent the potential annual net pretax loss on the translation of facal currency eamings to the
U5, dollar in 2015 and 2014, respsctively.

{b) Amounts represent the potential impact to the currency translation through Accumulated Other
Comprehensive zcame (AQCI on the Consolidated Balance Sheets.
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OTHER MATTERS

Ratios of Earnings to Fixed Charges

The Duke Energy Registrants' ratios of earnings to {ixed charges, as
calculated using SEC giidelines, are included in the table below,

Years Ended December 31,

2015 014 2013
Cuke Energy 12 32 3.0
Duke Energy Carolinas 47 4.6 44
Progress Energy 28 27 2.2
Duke Energy Progress 37 3.5 37
D uke Energy Florida 43 4.1 28
Duke Energy Ohio 36 2.1 22
Cuke Energy Indiana 36 4.1 4,1

Environmental Regulations

Duke Energy is subject to international, federal, state and local regufations
regarding air and water quality, hazardous and solid waste disposal and other
environmental matters. The Subsidiary Registrants are subject to federal, state
and tocal regulations regarding air and water quality, hazardous and solid waste
disposal and other environmental matters. These regufations 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 Nate 4 to the
Consolidated Financial Statements, "Regulatory Matters,” for further information
regarding potential plant retirements and regulatory fitings related to the Duke
Energy Registrants.

Coal Combustion Residvals

On April 17, 2015, the EPA published in the Federal Register a rule
to regulate the disposal of CCR from electric ufilities as solid waste. Tha
federal regulation, which became effective in October 2015, classifigs CCR
as nonhazardous waste under Subtitle D of the Resource Conservatian 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 thatare na
longer receiving CCR but contain liquid located at stations currently generating
electricity (regardless of fuel source}. The rulg establishes requirements
regarding landfill design, structural integrity design and assessment criteria
for surface impoundments, groundwater monitaring and protection procedures
and other operational and reporting precedures 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 o be
independently regulated by most states. Duke Energy Carolinas, Progress
Energy, Duke Energy Progress, Duke Energy Ohio and Duke Energy Indiana
recorded asset retirement gbligation amounts durfng 2015. Cost recovery for
future expenditures wil be pursued through the normal ratemaking process
with federal and state utility commissions ard via wholesale contracts, which
permit recovery of necessary and prudently incurred costs associated with
Duke Energy's regulated operations, For morg information, see Note 3 to the
Consolidated Financial Statements, “Asset Retirement Obligations.”

Duke Energy Ohio's nonregulated Beckjord station, a facility retired during
2014, is not subject to the recently enacted EPA rule refated 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. Costs incurred by
QVEC related to environmental regulations could also have an adverse impact
an Duke Energy Ohie’s financial position, results of operations and cash flows,
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North Carolina Coal Ash Management Act of 2014

On September 20, 2014, the Coal Ash Act became law and was amended
on June 24, 2015, by the North Carclina Mountain Energy Act, The Coal Ash Act,
as amended, established regulations regarding the use and closure of existing
ash impaundments, the disposal of ash at active coal plants and the handling of
surface and groundwater impacts from ash basins in North Carolina. The Coal
Ash Act, as amended, deemed eight ash impoundments at four facilifies to be
high priority and requires closure no later than August 1, 2019, with a potential
extension for closure of the Ashevil'e impoundment until 2022. The Coal Ash Act
requires state regulators to provide risk ranking classifications for the remaining
25 ash impoundments at 10 North Garolina facilities. The method and timing
of closure of these ash impoundments will be defermined by the specific risk
classifications, with ctosure no later than December 31, 2029,

Other than the high pricrity sites specifically definaated by the Coal Ash
Act, the NCDEQ has issued either preliminary draft risk rankings or has yet
to designate specific risk classifications. These risk rankings were generally
detarmined based on three primary criteria: structural integrity of impoundments
and impact to both surface and groundwaters. NCDEQ categorized 12 basins
at four sites as intermediate risk and four basins at three plants as low risk.
NCDEQ also categorized nine basins at six plants as “low-to-intermediate” risk,
thereby not assigning a proposed risk ranking at this time. The risk rankings
of these sites will be based upon receipt of additional data primarily related to
groundwater quality and the completion of specific modifications and repairs to
the impoundments. NCDEQ is expected to finalize its rish classifications after a
public comment process. Final proposed classifications are subject to Coal Ash
Commission adjustments and appraval but may become law if the Commission
fails to act within 60 days of receiving the final proposed classifications.
Estimated asset retirement obligations have been recognized based on the
assigned risk categories or, if not assigned, based on a probability weighting
of potential closure methods, Actual elosure costs incurred could be materially
different from current estimates that form the basis of the recorded asset
retirement obligations. For further information on asset retirement obligations,
refer to Note 9 to the Consolidated Financial Statements, “Asset Retirement
(Obligations.”

Merctiry and Air Toxics Standards

The final Mercury and Air Toxics Standards (MATS} rule was issued
on February 16, 2012. The rule establishes emission limits for hazardous
air pollutants from new and existing coal-fired and oil-fired steam electric
generating units. The rule required sources to comply with emission limits by
April 16, 2015, Under the Clean Air Act (CAA), permitting autharities have the
discretion to grant up to a one-year complance extension, on a case-by-case
basis, to sources that are unable to complete the installation of emission
controls before the compliance deadling. The Duke Energy Registranis have
requested and received compliance extensions for a number of plants. The rule
requirements currently apply where a compliance extension was not received.
Strategies to achieve compliance include installation of new air emission
control equipment, development of monitoring processes, fuel switching and
acceleration of retirement for some coal-fired electric-generation units. For
additional information, refer to Note 4 of the Consolidated Financial Statements,
“Regulatory Matters,” regarding potential plant retirements.

n Aprit 2014, several petitions for review of the final rule were denied
by the U.S, Court of Appeals for the District of Columbia {D.C. Circuit Court).
On November 25, 2014, the Supreme Court granted a petition for review based
an the issue of whether the EPA unreasonably refused ta consider costs in
determining whether it is appropriate and necessary to regulate hazardous
air poflutants fram coal-fired and oil-fired steam electric generating units.
[n June 2015, the Supreme Court reversed the D.C. Circuit Court's decision and
remanded the case to the D.C. Circuit Court for further proceedings, finding
that the EPA erred in refusing to consider costs when deciding whether it was
appropriate and necessary to regulate emissions of hazardous air pollutanis
from steam electric generating units. In December 2015, the D.C. Circuit
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Court granted the EPA's request to keep the rule in effect while the agency
completes the rulemaking in response to the Supreme Court’s ruling. On
December 1, 2015, the EPA proposed a supplemental finding to address the
cost issue raised by the Supreme Court in its June 2015 ruling. If finalized as
proposed, the finding would result in no changes to the current MATS regulatory
requirements. The EPA has committed to complete its rulemaking by April 2016,
The Duke Energy Registrants cannot predict the results of these proceedings.

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 rufe apglies
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 environmengal 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 at this time when the
courts will rule on the petitions.

Steam Efectric Effluent Limitations Guidelines

On January 4, 2016, the final Steam Electric Effluen Limitations
Guidelines (ELG) rule became effective. The rule establishes new requirements
for wastewater streams associated with steam electric power generation and
includes more stringent cantrols 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 parmits. Most, if not all, of the steam electric
generating facilities the Duke Energy Registrants awn are likely affected sources.
The Duke Energy Registrants are well-positioned to mest the requirements of the
rule due to current effarts to convert to dry ash handling, Petitions chatlenging
the rule have been filed by several groups. It is unknown at this time when the
courts will rule on the petitions.

Estimated Cost and Impacts of Rulemakings

Duke Energy will incur capital expenditures to comply with the
environmental regulations and rules discussed above. The following five-year
table provides 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, MATS, Clean Water Act 316(b) and ELGs, through December 31, 2020. The
table excludes ash basin closure costs recorded as Asset ratirement obligations
on the Consolidated Balance Sheets. For more information related to asset
retirement obligations, see Note 9 ta the Consolidated Financial Statements.

{in: millions) Five-Year Estimated Costs
Duke Energy $ 1,350
Duke Energy Carclinas 625
Progress Energy 350
Duke Energy Progress 300
Duke Energy Florida 50
Duke Energy Ohio 100
Duke Energy Indiana 275

The Duke Energy Regisirants 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 raasons
such as the timing and requirements of EPA regulations and the reselution of
legal challenges to the rules. The Duke Energy Registrants intend to seek rate

63

. .. KyPSC Case No. 2017-00321
FR 16(7)(1) Attachment “Annual Report 2015
Page 83 of 264

recovery of necessary and prudently incurrad costs associated with regulated
operations to comply with these regulations.

Cross-State Air Pollution Rule

On August 8, 2011, the final Cross-State Air Pollution Rule (CSAPR) was
published in the Federal Register. The CSAPR established state-level annual
sulfur déoxide {S0,) budgets and annual and seasonal nitrogen cxide (NQ,)
budgets that were to take effect on January 1, 2012,

On August 21, 2012, the D.C. Circuit Court vacated the CSAPR. The court
also directed the EPA to continue administering the Clean Air interstate Rule
{CAIR), which required additional reductions in S0, and NO, emissions beginning
in 2015. On April 29, 2014, the U.S. Supreme Court (Supreme Court) reversed
the D.C. Circuit Court's decision, finding that with CSAPR the EPA reasonably
interpreted the good neighbor provision of the CAA. The case was remanded
to the D.C. Circuit Court for further proceedings consistent with the Swpreme
Court's opinion. On October 23, 2014, the D.C. Circuit Court [ifted the CSAPR
stay, which allowed Phase 1 of the rule to take effect on January |, 2015,
terminating the CAIR. Where the CSAPR requirements are constraining, actions
to meet the raquirermnents could include purchasing emission allowances, power
purchases, curtailing generation and utilizing low sulfur fuel, The CSAPR will not
result in Duke Energy Registrants adding new emission contrals.

Additional tegal challenges to the CSAPR filed in 2012, not addressed
by the D.C. Circuit Court decision to vacate the CSAPR, are still ongoing, Oral
arguments were held February 25, 2015. On July 28, 2015, the court issued
decisions finding certain Phase 1 and 2 emissions budgets invalid, which impact
South Carolina, North Carelina and Florida. The court remanded the CSAPR to
the EPA for reconsideration of the budgets in question. On December 3, 2015,
the EPA proposed a rule to lower the current CSAPR Phase 2 state ozone season
NO, emission budgets for 23 Eastern states, including North Carolina, Ohio,
Hentucky and Indiana. The EPA also proposed to eliminate the CSAPR Phase
Z ozone season state NO, budgets for Florida and South Carolina. The EPA
proposed that these changes to state budgets take effect on May 1, 2017, The
Duke Energy Registrants cannot predict the outcome of these proceedings.

Carbon Pollution Standards for New, Modified and
Reconstructed Power Plants

On October 23, 2015, the EPA published a final rule in the Federal Register
establishing carbon dioxide (CO,} emissians 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 any
plants that will be constructed going forward. The EPA set an emissions standard
for coal units of 1,400 Ibs. of CO, per grass MWh. While this limit is higher than
the EPA's proposed standard of 1,100 Ibs, per MWh, it would still require the
application of partial carbon capture and storage (CCS) technology for a coal unit
1o be able to meet the limit. Utility-scale CCS is not currently a demonstrated
and commercially available technology for coal-fired electric generating units,
and therefore the final standard effectively bars the development of new
coal-fired generation. The final standard of 1,000 Ibs, of CO, per gross MWh for
new natural gas combined-cycle units is the same as the proposed limit. The
Duke Energy Registrants do not expect the impacts of the final standards will be
matertal to Duko 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 CPP
rule that regulates 0, emissions from existing fossil fuel-fired EGUs. The
CPP estanlishes CO, emission rates and mass cap goals that apply to fossil
fuel-fired generation. Under the CPP, states are required to davelop and submit
afinal compliance plan, or an initial plan with an extension raquest, to the EPA
by September 6, 2016. States that receive an extension must submit a final
completed plan to the EPA by Septerber 6, 2018. The EPA intends to review and
approve or disapprove state plans within 12 months of receipt. The GPP does
not directly impose regulatory requirements on the Duke Energy Registrants,
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State implementation plans will include the regulatory requirements that will
apply to the Duke Energy Registrants. 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.
Comments on the proposed federal plan were due by January 21, 2016.

Legal chailenges to the final GPP have been filed by stakeholders. On
January 21, 2016, the U.S. Court of Appeals for the District of Columnbia denied
motions from petitioners to stay the Clean Power Plan pending court review. The
court did grant petitioner requests for expedited briefing in the case. Oral anguments
are scheduled in June 2016. The court erdered that final briefs in the case be filed
by April 22, 2016. On February 9, 2016, the U.S. Supreme Court granted a stayin
the matter, halting enforcement 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 ingreasing environmental compliance requirements,
including ash management costs unrelated fo CPP, which may result in the
retirement of coal-fired generation plants earlier than the current useful lives.
The Duke Energy Registrants are studying the CPP rule and are working with
states to identify the best approach for developing state plans that will establish
the regulatory requirements applicable to the Duke Energy Registrants, The
Duke Energy Regisirants could incur increased fuel, purchased powes, operation
and maintenance and other costs for replacement generation as a result of this
rule. Dua to the uncertainties related io the implemantation of the CPFP, the Duke
Energy Registrants cannet predict the outcome of these matters.

Glohal Climate Change

The Duke Energy Registrants’ greenhouse gas {GHG) emissions consist
primarily of CO, with most coming from their fleet of coal-fired power plants
in the U.S. In 2015, the Duke Energy Registrants’ power plants in the U.S.
emitted approximately 108 million tans of CO,. Duke Energy's international
operations emitted approximately 2 miltion tons of CO,in 2015, The Duke Energy
Registrants' future C0, emissions wilt be influenced by variables including new
regulations, economic conditions that affect electricity demand and the Duke
Energy Registrants’ decisions regarding generation technologies deployed to
meet customer electricity needs.

The Duke Energy Registrants have taken actions that has resulted in
reduced CO, emissions aver time. Between 2005 and 2015, the Duke Energy
Registrants have callectively lowered the CO, emissions from their electricity
generation in the U.S. by more than 25 percent. These actions will lower the
exposure to any future mandatory GO, emission reduction requirements or
carbon tax, whether as a resuit of federal legislation or the final CPP regulation.
Under any future scenario involving mandatory CO, limitations, the Duke Energy
Repistrants would plan to seek recovery of their compliance costs through
apprapriate regulatory mechanisms.

The Duke Energy Registrants recognize certain groups associate severe
weather events with climate change, and forecast the possibility these weather
gvents could have a material impact on future results of operations should they
cccur more frequently and with greater severity. However, the uncertain nature
of potential changes of extreme weather events (Such as increased frequency,
duration and severity), the long pesiod of time over which any potential
thanges might take place and the inability to predict these with any degree of
accuracy, make estimating any potential future financial risk to the Duke Energy
Registrants' operations impossible, Currently, the Duke Energy Registrants
plan and prepare for potential extreme weather events, such as ice storms,
tornadoes, hurricanes, severe thunderstorms, high winds and droughts.

The Duke Energy Registrants routinely take steps o 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
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weather events without significant damage. The Duke Energy Registrants maintain
an inventory of coal and oif on-site to mitigate the effects of any potential short-
term disruption in fuel supply so they ¢an continue to provide customers with an
uninterrupted supply of electricity. The Subsidiary Registrants have programs in
place to effectively manage the impact of future droughts on U.S. operations.

Nuctear Matters

Following the events at the Fukushima Daiichi nuclear power station
in Japan, Duke Energy conducted thorough inspections at each of its seven
nuclear sites during 2011, The initial inspections did not identify any significant
vulnerabilities; however, Duke Energy is reviewing dasigns to evaluate
safety margins to external events. Emergency-response capabilities, written
pro¢edures and engineering specifications were reviewed to verify each site's
ahility to respond in the unlikely event of a beyand design-basis event. Duke
Energy is working within the nuclear industry to improve safety standards and
margin using the three layers of safety approach used in the U.S.: protection,
mitigation and emergency respense. Emergency equipment has been added or
is in the process of being added at each station to perform key safety functions
in the event that backup power sources are lost and are not expected to be
restored within a specified period of time. These improvements are in addition to
the numerous layers of safety measures and systems previously in place.

In March 2011, the NRC formed a task force to ¢conduct a comprehensive
review of processes and regulations to datermine whether the agency should
make additional improvernents ta the nuclear regulatory system. Gn July 13,
2011, the tash force proposed a set of improvements designed to ensure
protection, enhance accident mitigation, strengthen emergency preparedness
and improve efficiency of NRC programs. The recommendations were further
prioritized into three tiers based on the safety enhancement level. On March 12,
2012, the NRC issued three regulatory orders requiring safety enhancements
related to mitigation strategies to respond to extreme natural events resulting in
the loss of power at a plant, ensuring reliable hardened containment vents and
enhancing spent fuel pool instrumentation,

On August 30, 2012, the NRC issued implementation guidance ta
enable power plants fo achieve compliance with the orders issued in March
2012. Plants were required to submit implementation plans to the NRC by
February 28, 2013, and complete implementation of the safety enhancements
within two refueling outages or by December 31, 2016, whichever comas first,
Each plant is also required to reassess their seismic and flooding hazards using
present-day methods and information, conduct inspections to ensure protection
against hazards in the current design basis and re-evaluate emergency
commanications systems and siaffing levels.

Duke Energy is committed to compliance with all safety enhancements
ordered by the NRC in connection with the March 12, 2012, regulatory orders
noted abave, the cost of which could be material. Until such time as the
NRC-mandated reassessment of flooding and seismic hazards is complete,
the exact scope and cost of compliance modifications to Duke Energy’s
sites will not be known. With the NRC's continuing review of the remaining
recommendations, 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, Upan receipt of additional guidance from the
NRC and a collabarative industry review, Duke Energy will be able to determine
an implementation plan and associated costs. See ltem 1A, "Risk Factors,” for
further discussion of applicable risk factors.

New Accounting Standards

See Note 1 fo 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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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Duke Energy Corporation
Charlotte, North Caralina

We have audited the accompanying consolidated balance sheets of Duke Energy Corporation and subsidiaries (the “Company") as of December 31, 2015 and
2014, and the rafated consolidated statements of operations, comprehensive income, changes in equity, and cash flows for each of the three years in the period
ended December 31, 2015, We also have audited the Company's internal control over financial reporting as of December 31, 2015, based on criteria established in
Internal Control ~ Integrated Framework {2013} issued by the Commitiee of Sponsoring Organizations of the Treadway Commission, The Company's management is
responsible for these financial statements, for maintaining effestive internal control over financial reporting, and for its assessment of the effectiveness of internal
control over financial raporting, included in the accompanying Management's Annual Report On Internal Control Over Financial Reporting. Qur responsibility is to
express an opinion on these financial statements and an apinion on the Company's internal control aver financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether effective
internal contral aver 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 disclosuees in the financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall finaneial statement presentation. Our audit of internal control ever financial reporting includad obtaining an understanding of internal control
ovar financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal controt
based on the assessed risk. Qur audits also included performing such ether 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, o under the supervision of, the company's principal execuiive and principal
financial officers, ar persons performing simitar functions, and effected by the company's hoard of directors, management, and other parsonnel 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 repariing includes those peticies and procedures that (1) pertain to the mainienance 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 directars 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 an the
financial statements.

Because of the inherent limiations of internal contral over financial reparting, including the possibility of coltssion or impraper management override of contrals,
material misstatements due to error or fraud may not be prevented or detected on a timely basis, Als, projestions of any evaluation of the effectiveness of the
internal contral 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 fairiy, in al!
material respects, the financial position of Duke Energy Corporation and subsidiaries as of December 31, 2015 and 2014, and the resuits of their operations and their
cash flows for each of the three years in the period ended December 31, 2015, 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 aver financial reporting as of December 31, 2015, based on
the criteria established in Internal Control — Integrated Framewark (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission.

As discussed in Note 22 ta the consolidated financial statements, Duke Energy Corporation and subsidiaries adopted ASU 2015-17, Income Taxes (Topic 740}
Balance Sheet Classification of Deferred Taxes effective December 31, 2015, on a prospective basis,

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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Years Ended December 31,

(in millions, except per share amounts) 2015 2014 2013
Operating Revenues
Regulated electric $21,379 321530  $20,329
Nonregulated electric and other 1,544 1,802 1916
Regulated natural gas 536 573 5u

Total aperafing revenues 23,459 23,925 22,756
Operating Expenses
Fuel used in electric generation and purchased power — regulated 7,308 7,686 7.108
Fuel used in electric generation and purchased power — nonregulated 354 533 54Q
Cost of natural gas 195 248 24
Operation, maintenance and other 3,871 5,856 5,673
Depreciation and amortization 3,144 3,066 2,668
Property and other taxes 1,135 1,213 1,274
Impaiment charges 120 81 399

Total operating expenses 18,127 18,683 17,886
Gains {Losses) on Sales of Other Assets and Other, net 3 16 (16)
Operating Income 5367 5,258 4,854
Other Income and Expenses
Equity in eamings of unconsolidated affiliates 69 130 122
Gains on sales of unconsolidated affiliates 1 17 100
(ther incame and expenses, net 307 351 262

Total other income and expenses 383 498 484
Interest Expense 1,613 1,622 1,543
Income From Continuing Operations Before Income Taxes 4,137 4,134 3,795
[ncome Tax Expense From Continuing Operations 1326 1,669 1,205
Income From Continuing Operations 2811 2,465 2,590
Income {Loss} From Discontinued Operations, nef of tax 20 {576} 86
Net Income 2,831 1,889 2,676
Less: Net Income Attributable to Moncontrolling Interests 15 6 11
Net Income Attributable to Duke Energy Corporation $2316 31883 % 2665
Earnings Per Share — Basic and Diluted
Income frem continuing cperations attributable to Duke Energy Corporation common stackhalders

Basic $ 402 § 346 % 384

Muted $ 402 3§ 346 § 363
Jncome (Loss) from disgantinued operations attributable to Duke Energy Corporation common stockholders

Basic $ 003 (08D $ 013

Diluted $ 003 3 (080 § 013
Net Income attributable to Duke Energy Corporation common stockholders

Basic $ 405 $ 266 § A7

Diluted $ 405 § 286 § 376
Weighted average shares outstanding

Basic 694 707 706

Diluted 694 707 706

See Notes to Consolidated Financial Statements
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31,

{in millions} 2015 2014 2013

Net Income $2,831 $1.889 $2676

Other Comprehensive Loss, net of tax

Foreign currency translation adjustments (264) (124) (197)
Pension and OPEB adjustments® {13) 4 38

Net unrealized {losses) gains on cash flow hedges® — (26) 59

Reclassification into earnings from cash flow hedges 9 7 1

Unrealized (losses) gains on available-for-sale securifies (6} 3 ()
Reclassification into earnings from available-for-sale securities — — 4

Other Comprehensive Loss, net of tax (274} {136) 99)
Comprehensive Income 2,957 1,753 25717

Less: Comprehensive Income Attributable to Nencontrolling Interests 4 14 9

Comprehensive Income Attributable to Duke Energy Corporation $2553  $1,739  $2572

{a) Netof insignificant tax expense in 2015, 2014 and $17 million t2x expense in 2013, See Note 21 for addional information.
{b) Netof insignificant tax expense in 2015, $13 million tax benefit in 2014 and $20 million tax expensa in 2013,

See Notes to Cansofidated Financial Statements
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DUKE ENERGY CORPORATION
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions} 2015 2014
ASSETS
Gurrent Assets
Cash and cash equivalents $ 85T § 2036
Receivables (net of allawance for doubtful accounts of $18 at December 31, 2015 and $17 at December 31, 2014) 703 791
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $53 at December 31, 2015 and $51 at December 31, 2014) 1,748 1573
Inventory 3810 3,459
Assefts held for sale — 364
Regulatory assets 877 1,115
Other 321 1,837

Total current assets

8,322 11,57%

Investments and Other Assets

Investments in equity method uncenscfidated affiliates

Nuclear decommissioning trust fuads
Goodwitl

Assets held for sale

Other

499 358
5,825 5,546
16,343 16,321
— 2,642
3,042 3,008

Tetal investments and other assets

23,709 27873

Property, Plant and Equipment

Cost

Accumulated depraciation and amertization
Generation facilities to be refired, net

112,826 104,861
(37,665) (34,824}
a4g 9

Net property, plant and equipment

15,709 70,046

Regulatory Assets and Deferred Debits
Regulatory assets
Other

11,313 11,042
43 19

Total regulatory assets and deferred debits

11,416 11,061

Total Assets

$121,156  $i20,557

Sea Notes to Consolidated Financial Statemenls
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DUKE ENERGY CORPORATION
CONSOLIDATED BALANCE SHEETS —{Continued)

_ Decomberdl,
{in millions) 2015 2014
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 2400 3§ 2271
Notes payable and commercial paper 3,633 2514
Taxes accrued 343 569
Interest accrued 430 418
Current maturities of lang-term debt 2014 2,807
Liabilities associated with assets held for sale — 262
Regulatory liabilities 400 204
Other 2,115 2,188

Total curent liabilities

11,400 11,233

Long-Term Debt

31,495 37,061

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

HAsset retirement obligations

Regulatory liabilifies

QOther

12,705 13,423

472 427
1,088 1,145
- 35
10,264 8,466
6,255 6,193
1,706 1,675

Total defeered credits and other liabilities

32,490 31,364

Commitments and Contingencies

Equity

Common stack, $0.081 par value, 2 hiltion shares authorized; §88 million and 707 million shares outstanding at December 31, 2085 and 2014, respectively 1 1

Additional paid-in capital
Retained eamings
Accumulated cther comprehensive loss

37,968 39,405
2,564 2,012
(806) (343)

Total Duke Energy Corparaticn stockholders' equity

39,727 40,875

Noncontzolling interests 44 24
Total equity /M 40,899
Total Liabilities and Equity $121,156  $120,557
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Years Ended Decomber 31,

(in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2831 § 1889 § 2675
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation, amortization and accsetion ncluding amortization of nuclear firel) 3613 3,507 3,229
Equity component of AFUDC (164) (135 (157)
FERC mitigation costs — {15) —
Community support and charitable conteibutions expense - — A
Gains on sales of other assets (48) (33) (79)
Impaiment charges 153 915 40D
Deferred income taxes 1,244 1,149 1,264
Equity in eamings of unconsolidated affiliates (69) (130) (122)
Accrued pensian and other post-retirement benefit costs n 108 307
Centributions to qualified pension plans (302) — (2503
Payments far asset retirement obligations (348} {68 {12
{Increase) decreasg in
Net realized and unrealized mark-to-market and hedging transactions {29) 14 1
Receivables 358 58 (281)
Inventory (23n (269) 31
Other current assets (65) (414) (35)
Increase {decrease) in
Accounts payable (8} (30) 73
Taxes accrsed (38} (14 7
QOther current liabilities 168 201) L
Other assets (216 16 (384)
Other liabilities (243) 209 (352)
Net cash provided by operating activities 6,676 6,586 6,382
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (6,766) (5384  (5,526)
Investment expenditures {263) (50) (81}
Acquisiticns, net of cash acquired 1.334) (54 —
Purchases of available-for-sale securities (4031 (@41 {6142
Proceeds from sales and maturities of available-for-sale securities 4,040 4,133 6,315
Net proceeds from the sale of Midwest generation business and sales of equily investments and other assets 2,968 179 27
Change in restricted cash 181 9 167
(ther (76) (56) 12
Net cash used in investing activities (5.217) (5,373} {4.978)

Ses Notes to Consolidated Financial Statsments
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(in millions)

Years Ended December 31,
2015 2014 2013

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the:

Issuance of long-term debt

Issuance of comman stock refated to employee benefit plans
Payments for the:

Redemption of fong-tarm debt

2,955 2914 3,601
17 25 9

(3,028) (3037 (2761}

Redemption of prefamed stock of a subsidiary — — (96)
Procgeds from the issuance of short-term debt with original maturifies greater than 90 days 31 1,066 —~
Payments for the redemption of short-term dabt with original maturities greater than 90 days (831) (564) —
Notes payable and commercial paper 1,797 1,186 93
Distributions to noncontrolling interests 9 (65) (15
Contributians from noacontrolling interests — — 9
Dividends paid {2,254) (2,234) {2,188)
Repurchase of common shares {1,500} — —
Other (3) 31 21

Net cash used in financing activities {2,578) (678) (1,327
Net (decrease) increase in cash and cash equivalents {1,179 535 17

Cash and cash equivalents at beginning of period

2,036 1,501 1,424

Cash and cash equivalents at end of peried

$ 87 § 2036 § 1501

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

Accrued capital expenditures

$ 1607 § 1659 § 1865
170 158 {202)

m 664 594

See Notes to Consolidated Financia! Statements
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Duke Energy Corparation Stockholders’
Accumulated Other Comprehensive Loss

Net Unrealized Total
Foreign Net Gains (Losses) Duke Energy
Comman Additional Currency Losseson  onAvailable- Pensionand  Corporation
Stock Common  Paid-in Retained Translation Cash Flow for-Sale- OPEB Stockholders' Roncontrolling Total
(in millions) Shares  Stock  Capital Earnings Adjustments Hedges Securities  Adjustments Equity Interests  Equity
Balance at December 31, 2012 704§ 1 339279 31,889 $(116) $(100y 3 — $ (90 $40,863 $ 78 $40941
Net income — — — 2665 — —_ — — 2,665 11 2,676
Other comprahensive (loss) income — — — — (191} 60 — 38 (93) (6} 99
Common stock issuances, including
dividend reinvestment and
employee benefits 2 — 86 — — — — —_— 88 — 86
Common stock dividends — — —  (2,188) — — — — (2,188) — {2,188
Premium on the redemption of
preferred stock of subsidiaries — — — (3 — — — — {3) — (3
Contribution fram noncontrolling
interest — — — — — — — — — 9 9
Changes in noncontrolting interest in
subsidiaries? — — — — — — — — — (14) (14)
Balance at December 31, 2013 706§ 1 $39365 $2363 $(307) $an 3 — $ G2 $41,330 $ 78 $41,408
Net income R — — 1383 — — — — 1,883 6 1889
Other comprehansive {loss} incame _ _ _ . 132) (19) 3 4 (144) 8 (136)
Commen stock issuances, including
dividend reinvestment and
employee benefits 1 — 40 — —_ — — — 40 — a0
Common stock dividends — _ — 21 . _— _ _ {2,238 — (22
Changes in noncontmlling interest in
subsidiarias(a) - — — — — — — — — (65) (63
Other — — — — — — — — — 3) (3)
Balance at December 31, 2014 700§ 1 $39405 §$2012 $(439) $69 3 3 $ U8 $40,875 $ 24 $40890
Net income — — — 2816 — — — — 2,816 15 2,831
QOther comprehensive (loss) income - o _ . (253) 9 (6) (13) (263) ai @74)
Common stock issuances, including
dividend reinvestment and
employee benefits 1 — 63 — — —_ — — 63 —_ 63
Stock repurchase 20) 1. S— — — (1,500) —  (1,500)
Common stock dividends _ _ — a5 _ _ (2.250) — Q250
Distributions to noncontrolling
interasts in subsidiaries — — —_ — —_— _ — — —_ 9) 9}
Oter™ - - - - = — — a0 515
Balance at December 31, 2015 688 $ 1 $37,958 % 2,564 $(692) S50 (3 ${81) $39727 $ 44 539,711

{a) This decrease primarily relates to cash distributions 1o nancentrolling inferests.
{b} The $25 million change in Noncontrolling !nterests is primarily related to the acquisitians of 3 majority interest in a provider of energy management systems and services for commercial customers and a solar company.

St Notes to Consolidated Financial Statemants
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Carolinas, LLC
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Caralinas, LLC and subsidiaries (the “Company™) as of December 31, 2015 and 2014, and the
related consolidated statements of operations and comprehensive income, changes in equily, and cash flows for each of the three years in the period ended December 31, 2015.
These financial statements are the responsibility of the Company’s management. Qur responsibiiity is to express an opinion on these financial statemen's based on our audits.

We condueted our audits in ageordance with the standards of the Public Company Actounting Qversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required o have, nor were we
engaged to perfarm, an audit of its internal control over financial reporting. Cur audits included consideration of intemal control over financial reperting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effeciiveness of the Company’s intemal control aver
financial regorting, Accordingly, we express no such epinion. 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 reasenable basis for our opinion.

Inour opinion, the consolidated financial statements referred o above present fairly, in all matenal respects, the financial position of Duke Energy Carolinas, LLC and
subsidiaries at December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2015, in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Caralinas, LLC and subsidiaries adopted ASU 2015-17, Income Taxes (Topic 740); Balance Sheet
Classification of Deferred Taxes effective December 31, 2015, on a prospective basis.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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DUKE ENERGY CAROLINAS, LLC
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPRERENSIVE INCOME

Years Ended December 31,

(in millions) ' 015 2014 2013
Operating Revenues $7.229  $7351  $6954
Operating Expenses
Fuel used in electric generation and purchased power 1,881 2,133 1,582
QOperalicn, maintenance and ather 2,066 1995 1,368
Depreciation and amartization 1,061 1,008 621
Property and other taxes 269 316 374
|mpairment charges 1 3 —
Total operating expenses 3,268 5,456 5,145
Losses on Sales of Cther Assets and Other, net (1} — —
Operating Income 1,960 1,895 1,809
Other Income and Expenses, net 160 172 120
Interest Expense 412 407 359
Income Befare Income Taxes 1,708 1,660 1,570
Ingome Tax Expense 627 588 594
Net Income $1081  $1072 § 976
Other Comprehensive Income, net of tax
Reclassification into eamings from cash flow hedges 1 2 1
Urrealized gain on available-for-sale securities 1 — —
Other Comprehensive Incame, net of tax 2 2 i

Comprehensive Income $1083 51074 5 97

See Notes to Consolidated Financial Statements
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DUKE ENERGY CAROLINAS, LLC
CONSOLIDATED BALANCE SHEETS
December 31,
{in millions) 2015 2014
ASSETS
Current Assets
Cash and cash equivalents $ 1 ¢ 1B
Recaivables (net of allowance for doubtiul accounts of $3 at Desember 31, 2015 and Decembar 31, 2014) 142 129
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $7 at Decamber 31, 2015 and $6 at December 31, 2014} 596 647
Receivables from affiliated companies 107 75
Netes receivable from affifiated companies 163 130
Inventory 1,278 1,124
Regulatory assets 305 399
QOther 128 77
Total cumrent assets 2,730 2614
Investments and Other Assets
Nuclear decommissioning trust funds 3,050 3,042
QOther 939 959
Total investments and ather assets 4,049 4,001
Property, Plant and Equipment
Cost 39,398 37,372
Accumulated depreciation and amartization (13.521) (12,700
Net property, plant and equipment 25,871 24,672
Regulatory Assets and Deferred Debits
Regulatory asssts 2,766 2465
Other 4 4
Total regulatory assets and deferred debits 2,770 2,469
Total Assets $ 35426 § 33,756
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 153 % 709
Accounts payable to affiliated companies 23 154
Taxes accrved 25 146
Interest accrued 95 95
Current maturities of lang-term debt 356 ap7?
Regulatary liabilities k| 3
QOther 519 434
Total current liabifities 2,016 2,079
Long-Term Debt 1111 7546
Long-Term Bebt Payable to Affiliated Companies 300 300
Deferred Credits and Other Liahilitiss
Defered income taxes 6,146 5812
Investment fax credits 199 204
Aceruad pension and other post-ratirement benefit costs 107 111
Asset retirement obligations - 3318 3,428
Regulatory liabilities 2,802 2,710
Other 621 642
Total deferred credits and other liabilities 13,793 12,907
Commitments and Contingencies
Equity
Member's Equity 11,617 10,937
Accumulated other comprehensive loss {11 113
Total equity 11,606 10,524
Total Liabilities and Equity $ 39426 $33756

See Notes to Consalidated Financizl Statements
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Years Ended December 31,

(in millions) 2015 2014 03
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1,081 $ 1,072 $ 976
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amartization {including amodization of nuclear fuel} 1,361 1,273 1,167
Equity componant of AFUDC (96) (31 91
FERC mitigation costs —_ 3 14
Losses on sales of other assets and other, net i — —
Impairment charges 1 — —
Defered income taxes 397 376 534
Accrued pension and other post-retirement berefit costs 15 22 38
Contributions to qualified pension plans (a1 — —_
Payments for asset retirement obligations (167) — o
(Increase) decrease in
Net realized and unrealized mark-to-market and iedging transactions — — 9@
Receivables 42 18 (t2)
Receivables from affiliated companies (32) — (72)
Jnventory (15D (60) @
QOther current assets {51) (236) (1
Increase (decrease) in
Accounts payable @ 1 58
Accounts payable to affiliated companies 75 )] 3
Taves accrued (128) (15) 4
Qther current liabilities 127 (1 (40)
QOther assets 76 17 (102)
QOther liabilities am (22) n
Net cash provided by operating activities 2313 2,380 2411
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {1,933 {1,879) (1,699)
Purchases of available-for-sale secunities {2,559) (2,064) (2,405)
Proceeds from sales and maturities of available-far-sale securities 2,555 2,044 2,363
Notes receivable from affiliated companies (13) 72 160
QOther (35) (18) V2]
Net cash used in investing activities {1,981) (1,845) (1,601)
CASH FLOWS FROM FINANCING ACTIVITIES
Praceads from the issuance of long-term debt 516 — 100
Payments for the redemption of long-ferm debt (5086) (45) (408)
Distributions to parent (401) (500) (499)
Other (0 — (2
Net cash used in financing activities (392) (545) (80E)
Net (decrease) increase in cash and cash equivalents — (10) 4
Gash and cash equivalents at beginning of period 13 73 1§
Cash and cash equivalents at end of period $ 13 $ 13 $ 3
Supplemental Disclosures:
Cash paid for interest, net of amount capitalized $ 389 $ 388 § 33
(ash paid for (received from) income faxes 342 305 )]
Significant non-cash transactions:
Accruad capital expenditures 239 194 199

See Notes to Consolidated Firancial Statements
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DUKE ENERGY CAROLINAS, LLC
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Accumulated Other

Comprehensive Loss

Net Losses Net Losses

on Cash Available-
Member's Flow for-Sale Total
{in millions) Equity Hedges Securities Equity
Balance at December 31, 2012 $ 9,888 $(15) $ ) 3981
Net income 976 — — 976
Other comprehensive income 1 — 1
Distributions to parent (499) — — (459)
Balance at December 31, 2013 $10,365 $04 $ (b $10,350
Net income 1,012 — — 1,072
Other comprehensive income ) - 2
Distributions to parent (500) — — (500)
Balance at December 31, 2014 $10,937 $12) $ () 310924
Net income 1,081 —_— —_ 1,081
Other comprehensive incame 1 1 2
Distributians to parent (401} — — (401)
Balance at December 31, 2015 $11,617 $an $ —  $11,606

See Notes to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

PART

To the Board of Directors of
Progress Energy, Inc.
Charlotte, North Caralina

We have audited the accompanying cansolidated balance sheets of Progress Energy, inc. and subsidianies (the “Company™) as of Dacember 31, 2015 and 2014, and the
related consolidated statements of cperations and comprehensive income, changes in equity, and cash flaws for each of the three years in the period ended December 31, 2015.
These financial statements are the responsibility of the Cempany’s management. Qur responsibility is to express an opinion on these financial statements based on our audits.

We cenducted our audits in accordance with the standards of the Public Company Accaunting Qversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance ahout whether the financial statements are free of material misstatement. The Company is not required to have, nor were we
engaged to perform, an audit of its internal con'rol over financial reporting. Our audits included consideration of intemal contral aver 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
{inancial 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 apinion,

In ¢ur epinion, the censolidated financial statements referred to above present fairly, in all material respects, the financial position of Progress Energy, (nc. and subsidiaries at
December 31, 2015 and 2014, and the results of their perations and their cash flows for each of the three years in the period ended December 31, 2015, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the conselidated finaneial statements, Progress Energy, Inc. and subsidiaries adopted ASU 2015-17, income Taxes {Topic 740); Balance Shest
Classification of Deferred Taxes effective December 31, 2015, on a prospective basis.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PROGRESS ENERGY, INC.
CONSOLIDATED STATEMENTS OF CPERATIONS AND COMPREHENSIVE INCOME
Years Ended December 31,

(in millions) 2015 2014 013
Operating Revenues $10,277  $10,166  $ 9533
Operating Expenses
Fuel used in electric generation and purchased power 4,224 4,195 3,851
{Operation, maintenance and other 2,298 2335 2,247
Depreciation and amortization 1,116 1,128 883
Property and other taxes 492 517 557
Impairment charges 12 (16) 380

Total operating expenses 8,142 8,159 7518
Gains on Sales of Other Assets and Other, net 25 1i 3
Operating Income 2,160 2,018 1618
{Other Income and Expenses, net 97 77 94
Interest Expense 670 679 680
Income From Continuing Operations Before Income Taxes 1,587 1420 1,032
Income Tax Expense From Continuing Operations 522 540 m
Income From Continuing Operations 1,065 880 659
(Loss} Income From Discontinued Operations, net of tax (3) (6) 16
Net Income 1,062 874 675
Less: Net Incoma Attributable to Noncontrolling Interasts 11 5 3
Net Incame Attributable to Parent $ 1051 % 86% $ 672
Net Income $ 1082 % 84 § 675
{Other Comprehensive {Loss) Incoma, net of tax
Pension and OPEB adjustments (10) 9
Reclassification into earnings from cash flow hedges 4 8 {1
Unrealized (losses) gains on investments in available-for-sale securities 1 1 —
Other Comprehensive (Loss) Income, net of tax tn 18 8
Comprehensive [ncome 1,055 892 683
Less: Comprehensive Income Atiributable to Noncontrolling Interests 1 5 3
Comprehensive Income Attributable to Parent $ L4 5 887 $ 680

See Notes to Consolidated Financial Statements
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PART Il

PROGRESS ENERGY, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
(in millions) 2015 2014
ASSETS
Current Assets
Cash and cash equivalents § M 42
Receivables (net of allowance for doubtful accounts of $6 at December 31, 2015 and $8 at December 31, 2014) 151 129
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $8 at December 31, 2015 and 2014) 658 741
Receivables from affiliated companies 375 59
Notes receivable from affiliated companies — 220
Inventory 17131 1,580
Regulatory assets 362 491
Other 156 1,285
Total current assets 3497 4,557
Investments and Other Assets
Nuclear decommissioning trust funds 2,175 2,503
Goodwill 3,655 3,655
Other 834 670
Total investments and other assets 1,264 6,828
Property, Plant and Equipment
Cost 42,666 38,650
Accumulated depreciation and amortization {14,867) (13,508
Ganeration facilities te be retired, net 548 —
Net property, plant and equipment 28,347 25,144
Regulatory Assets and Deferred Debits
Regulatory asseis 5435 5,408
Other 5 5
Total regulatory assets and deferred debits 5,440 5413
Total Assets $ 24548 $ 41,942

See Notes to Conselidated Finangial Statemenls
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December 31,
{in millions) 2015 2014
LIABILITIES AND EQUITY
Gurrent Liahilities
Accounts payable $ 12 % 8y
Accounts payable to affiliated companies i 203
Notes payable to affiliated companies 1,308 835
Taxes accrued 53 114
Interest accrued 195 184
Cument maturities of long-term debt 35 1,507
Regulatory fiabilities 288 106
Other 831 1,021
Total current liabilities 4,081 4817
Long-Term Debt 13,999 13,161
Long-Term Debt Payahle to Affiliated Gompanies 150 —
Deferred Gredits and Other Liabilities
Oeferred incoma taxes 4,790 4,759
Accrued pension and other post-retirement benefit costs 536 533
Asset retirement obligations 5,369 4,711
Regulatory Yiabilities 2,387 2,379
Other 383 408
Total deferred credits and other liabilities 13,465 12,788
Commitments and Contingencies
Equity
Common stock, $0.0% par value, 100 shares authorized and outstanding at December 31, 2015 and 2014 — —
Additional paid-in capital 8,092 7467
Retained eamings 4,831 3,782
Accumulated other comprehensive loss (48) 4n
Totzl Progress Energy, Inc. steckholders' equity 12,875 11,208
Noncontrolling inerests (22) {(32)
Total equity 12,853 11,176
Total Liabilities and Equity $44548 § 41942

See Notes 1o Consoligated Financial Statements
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F’ART |4|‘
PROGRESS ENERGY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

(in millions} 2015 2014 2013
CASH FLOWS FROM QPERATING ACTIVITIES
Net income $1082 & 874§ &M%
Adjustments to reconcile net income to net cash provided by operating activilies:
Depreciation, amortization and aceretion (including amortization of nuclear fuel} 1,312 1313 104l
Equity component of AFUDC (54) (26) (50)
FERC mitigation costs —_ {18 —
Community support and charitabls contributions expense — — 20
(Gains) losses on sales of other assets (31) {6) 2
Impairment charges 12 2 380
Deferred income faxes 114 1,014 616
Accrued pension and other post-retirement benefit costs (5 21 172
Contributions to qualified pension plans (83) — {250
Payments for asset retirement obligations (156} {68) (12)
(Ingrease) decrease in
Net realized and unrealized mark-to-market and hedging fransactions (8) 12 95
Receivables 105 {31) (148)
Receivables from affiliated companies (316) {56) 11
Inventary (67} (101) 17
Cther curent assets 533 (934) {156}
Increase {decrease) in
Accounts payable {193) B 81y
Accounts payable to affiliated companies 108 86 93
Taxes accrued (63) 20 2
Gther current liabilities 136 (144) 6l
Other assets (167} (14 243
Other liabilities ’ (112) 36 {103}
Net cash provided by operating activities 2,149 1,966 2,122
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (2,698) {19400 (2490
Asset acquisition (1,249 — —
Purchases of available-for-sale securities (1174) {1,689  (2,558)
Proceeds from sales and maturities of available-for-sale securities 1211 1,852 2513
Proceeds from the sale of nuclear fue! 102 — —
Notes receivable from affiliated companies 220 {145) (75
Other (34 (44) 13
Net cash used in investing activities (3,622) {2166) (2,597

See Notes to Consolidated Financial Statements
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PROGRESS ENERGY, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

{in millions}
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Years Ended December 31,
2015 2014 2013

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt
Payments for the:

Redemption of long-term debt

Redemption of prefered stock of subsidiaries
Notes payable to affiliated companies
Distributions to noncentrolling interesis
Capital contribution from parent
Cther

1,188 1,572 845

(1,553) 931y (1,198
— — {96)
623 (378) 758
ey (3n )]
628 — —
(2) (42) (6)

Net cash provided by financing activities

813 184 302

Net increase {decrease) in cash and cash equivalents
Cash and Cash Equivalents at Beginning of Period

2 (16) (173)
42 58 231

Cash and Cash Equivalents at End of Period

$ 4§ 42 § 58

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

Accrued capilal expenditures

$ 649 § 664 § 678
(426) 141 (167}

329 294 259

See Notes to Cansalidated Financial Statements
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PART Il

PROGRESS ENERGY, INC.
GONSOLIDATED STATEMENTS OF GHANGES N EQUITY

Accumulated Other

Gomprahensive Loss
Net Unrealized Total Progress
Additional Het Losses on Gainson Pensionand  Energy, Inc,
Gommon Paid-in  Retained  Cash Flow Available-for- OPEB Stockholders’ Noncontrolling Total
{in millions} Stock Gapital  Earnings Hedges Sale Securities Adjustments Equity Interests Equity
Balance at December 31, 2012 $ - $7465  $2783 $ (2 8 — $23  $ 10181 $ 4 $10,85
Net income — — 672 — — — 672 3 675
Other comprehensive (loss) income — — — {1) — 9 8 — 8
Premium on the redemption of preferred stock
of subsidiaries — — €)] — — — (3 — )]
Distributions to noncontrolling interests — — — — —_— — — 3 (3
Other — 2 — — — — 2 — 2
Balance at December 31, 2013 $ — $7.467 $3452 $ (83 P — $16) 3 10,860 $ 4 $10864
Net income — — 869 — — — 869 5 874
Other comprehensive income — — — 8 ! 9 18 — 18
Distributions to noncontrolling intesests e — — — — — — @30 (37)
Transfer of service company net assets to Ouke
Energy — — (539) — — — (539) — (539)
Other — —_ — — — — — 1ty @
Balance at December 31, 2014 $ — $7,467 $3,782 $ (35 $ i $ @ % 11,208 $ (37 $11,196
Net income —_ —_ 1,061 — — — 1,051 1 1,062
Other comprehensive income (loss} — — — 4 n {10 6! — !
Distributions ta noncontralling interests — — — — — — - 4 4
Capital contribution from parent —_ 625 — — — — §25 —_ 625
Other — — 2) — — — 2 3 1
Balance at December 31, 2015 $ — $8,092 $4,831 $ {3 3 — SN $ 12815 $ (22} $ 12853

See Notes to Cansolidated Financial Statements

85



e @ e KyPSCCaseN02017-00321
PART I FR 16(7)(1) Attachment - Annual Report 2015
Page 106 of 264

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Progress, LLC
Charlotte, Narth Caralina

We have audited the accompanying consolidated balance sheets of Duke Energy Pragress, LLC and subsidiaries (the “Company”) {formerly Duke Energy Progress, Inc. and
subsidiaries) as of December 31, 2015 and 2014, and the related consolidated statements of eperations and comprehensive income, changes in equity, and cash flows for each
of the three years in the period ended December 31, 2015, These financia! statements arg the respansibility of the Company’s management. Our responsibility is to exprass an
opiniion on these financial statements based on our audits,

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit fo obtain reasonable assurance about whether the financial statements are iree of material misstatement. The Company is not required to have, nor were we
engaged to perform, an audit of its internal control over financial reporting. Qur 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 apinion on the effectiveness of the Company's intemal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a fest 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 respacks, the financial position of Duke Energy Progress, LLC and subsidiaries
(formerly Duke Energy Progress, Inc.) at Decernber 31, 2015 and 2014, and the resuits of their operations and their cash flows for each of the three years in the period ended
December 31, 2015, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Nate 22 to the consalidated financial stafements, Duke Energy Progress, LLC and subsidiaries adopted ASU 2015-17, Income Taxes (Topic 740); Balance Sheet
Classification of Deferred Taxes effective December 31, 2015, on a prospective basis.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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DUKE ENERGY PROGRESS, LLG (formerly DUKE ENERGY PROGRESS, INC.)

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

(in millions) 2015 2014 2013
Operating Revenues $5200 $5176  $4,992
QOperating Expenses
Fuel used in 2lectric generation and purchased power 2,029 2,036 1,925
Opezation, maintenance and other 1,452 1,470 1,357
Depreciation and amortization 543 382 h3d
Property and other taxes 140 174 223
Impairment charges 5 (18) 22
Total oparating expensas 4,289 4,244 4,061
Gains on Sales of Other Assefs and Other, net 3 3 1
Operating Incoms 1,024 935 932
Other Income and Expenses, net n 51 57
Interest Expense 235 23 200
Income Before Income Taxes 860 752 788
Income Tax Expensa 29 285 288
et Income and Comprehensive Income $ 566 $ 467 3 500

See Notes to Consolidated Financial Statements

87



KyPSC Case.No. 2017-00321
FR16(7)(I) Attachment - Annual Report 2015
Page 108 of 264

PART Il

DUKE ENERGY PROGRESS, LLC (farmerly DUKE ENERGY PROGRESS, INC.)
CONSOLIDATED BALANCE SHEETS

__ December3l,
{in millions) 2015 2014
ASSETS
Current Asssts
Cash and cash equivalents $ 1% 3 9
Receivables (net of allowance for doubtful accounts of $4 at December 31, 2015 and $7 at December 31, 2014) 87 43
Restricted receivables of variable interest entities (et of allowance for doubtful accounts of $5 st December 31, 2015 and December 31, 2014} 349 436
Receivables from affiliated companies 16 10
Notes receivable from atfiliated companies — 237
Inventory 1,088 966
Regulatory assets 264 287
Other 121 384
Total current assets 1,940 2372
Investments and Other Assets
Nuclear decommissianing trust funds 2,035 1,701
Other 486 412
Total investments and other assets 2,521 2,113
Property, Pfant and Equipment
Cost 27,313 24,207
Accumulated depreciation and amortization {10,141) (8,021
Generation facilities to be retired, nat 548 —
Net property, plant and equipment 17,720 15,186
Regulatory Assets and Deferred Debits
Regulatory assets 2110 2,675
Other 3 3
Total regulatory assets and defetred debits N3 2,678
Total Assets $ 24,804 322349
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 399 3 481
Accounts payable to affiliated campanies 150 i20
Notes payable to affiliated companies 209 —
Taxes accrued 15 4
Interest accrued 96 81
Cusrent maturities of long-term dabt 2 945
Regulatory liabilities 85 71
Other 412 409
Total current liabilities 1,408 2,154
Long-Term Debt 6,366 5,225
Long-Term Debt Payable to Affiliated Companies 150 —_
Deferred Credits and Other Liabilities
Deferred incoms taxes 3,027 2,908
Investment tax credits 132 79
Acerued pension and other post-retirement benefit costs 262 290
Asset retirement obligations 4,567 3,905
Regulatory liabilities 1,378 1,832
Other 45 89
Total defarred credits and other iabilities 9,511 9,103
Commitments and Contingencies
Equity
Member's Equily 7,059 —
Common stock, no par; 200 million shares authorized; 160 million shares outstanding at December 31, 2014 — 2,159
Retained earnings — 3,708
Total equity 7,059 3,867
Total Liakilities and Equity $ 24,894  $22,349

See Notes to Consolidated Financial Statements
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DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)

CONSOLIDATED STATEMENTS OF CASH FLOWS
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Years Ended December 31,

{in millions) 2019 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Netincoms $ 966 § 467 3 500
Adjustments to reconcile net income to net cash provided by operating activities:
Deprectation, amertization and accretion {including amodization of nuclear fuel) 821 761 685
Equity component of AFUDC 41 (25) {42
FERC mitigation costs — {18) —
Community suppart and charitable contributions expense — — 20
Gains on sales of other assets and other, net | &) (1
Impairment charges 3 — 22
Deferred income taxes 354 455 368
Accrued pension and other post-retirement benefit costs {14) )] 72
Cantributians ta qualified pension plans {42) — 63)
Payments for asset retirement obligations (109) — —
(Increase) decrease in
Net realized and unrealized mark-to-matket and hedging transactions 3 13 @
Receivables 43 78 (88)
Receivables from affiliated companies G} 8 3
[nventory (50) {65) {26
Other current assets 185 (418) 39
Increase {decrease} in
Accounts payable (65) 27 {18)
Accounts payable to affiliated companies 10 17 27
Taxes accrugd (34) 10 15
QOther curent liabilities 16 {68) 86)
Other assefs (83) 48 4
Other liabilities (68) 21) {78
Net cash provided by operating activities 1584 1,245 1,188
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (16690 (1,24D) (1,567
Asset acquisition (1,249 — —
Purchases of available-for-sate securities (12n (499) (901)
Proceeds fram sales and maturities of available-for-sale securities 672 458 856
Notes receivable from affiliated companies 3 (237) —
QOther {30) (12) 4
Net cash used in investing activities (2,766)  (1,531) (1,608
CASH FLOWS FROM FINANGING ACTIVITIES
Proceads from the issuance of long-term debt 1,186 1,347 845
Payments for the:
Redemption of lang-term debt (991) (379) (451)
Redemption of preferred stock — — 62
Notes payable to affiliated companies 359 (462) 98
Capital contribution from parent 626 — —_
Dividends to parent — (225) —
Qther (2) n 0)]
Net cash provided by financing activities 1,178 274 473
Net increase {decrease) in cash and cash eguivalents 6 (12) 3
Cash and Cash Equivalents at Beginning of Period 9 21 18

Cash and Cash Equivalents at End of Period

$ 15 3 9 3 2

Supplemental Distlosures:
Cash paid for interest, net of amount capitalized
Cash {received from) paid for income faxes
Significant nan-cash transactions:

Accrued capital expenditures

$ 218 § 20 § 217
(197 8l (94)
143 194 166

See Notes to Consolidated Financial Statements
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DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Common Retained Member's Total
(in millions) Stock  Earnings Equity Equity
Balance at December 31, 2012 $ 215 $ 2968 $ — $ 5127
Net income — 500 — 500
Premium on the redemption of preferred stock — (2) —_ 4]
Balance at December 31, 2013 $ 2159 $ 3466 § e $ 5625
Net income — 467 — 467
Dividends to parent — (225) — (225)
Balance at December 31, 2014 $ 2159 $ 3,708 $§ — $ 5,867
Net income — 355 211 568
Transfer to Member's Equity (2,159} {4,063) 6,222 —_
Capital contribution from parent — — 626 626
Balance at December 31, 2015 f — $ — $ 7,058 $ 7,059

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 Florida, LLC
Charlotte, North Caralina

We have audited the accompanying consolidated batance sheets of Duke Energy Florida, LLC and subsidiaries (the “Company”} (formerly Duke Energy Florida, Inc.
and subsidiaries} as of December 31, 2015 and 2014, and the related conselidated statements of operations and comprehensive income, changss in equity, and
cash flows for each of the three years in the period ended December 31, 2015, These financial statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasanable assurance about whether the financial statements are free of material misstatement. The Company is not required
to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Qur 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 effectivenass
of the Company’s internal control over financial reporting. Accordingly, we exprass no such apinion. 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 far our opinion.

[n our opinion, the consclidated financial statements referred to above present fairly, in all material respects, the financial position of Duke Energy Florida, LLC and
subsidiaries (formerly Duke Energy Florida, Inc.} at December 31, 2015 and 2014, and the results of their operatians and their cash flows for ezch of the three years
in the period ended December 31, 2015, in canformity with accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Florida, LLC and subsidiaries adopied ASU 2015-17, Income Taxes (Topic 740);
Balance Sheet Classification of Deferred Taxes effective December 31, 2015, on a prospective basis.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART Il

DUKE ENERGY FLORIDA, LLC (formerty DUKE ENERGY FLORIDA, INC.)
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

{in millions) 2015 014 2013
Operating Revenues $4977 4975 4527
Qperating Expenses
Fuel used in 2lectric generation and purchased powsr 2,185 2,158 1927
Qperation, maintenance and other 835 830 898
Dapreciation and amartization 473 545 330
Property and other taxes 352 343 327
[mpairment charges 1 2 358
Tatal aperaiing expenses 3,862 3,898 3840
Gains on Sales of Other Assats and Other, net — 1 t
Operating Income 1,115 1,078 688
Other tncome and Expenses, net 24 20 30
Interest Expense 198 201 180
Income Before Income Taxes 941 897 338
Income Tax Expense 342 349 213
Het Income $ 5% § 548 0§ %

QOther Comprehensive Income {Loss), net of tax

Net unrealized loss on cash flow hedges — — (1)
Reclassification into easnings fram cash flow hedges — 1 —
Other Comprehensive Income {Loss), aet of tax — 1 (1
Comprehensive Incoms $ 599 0§ 549§ 3

See Notes to Consolidated Financial Statements
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PART Il FR 16(7)()) Atta

DUKE ENERGY FLORIDA, LLC (formerly DUKE ENERGY FLORIDA, INC.)
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) 2015 2014
ASSETS
Current Assets
Cash and cash equivalents $ 8 § 8
Recgivables (net of allowance for doubtful accounts of $2 at December 31, 2015 and 2014) 60 84
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $3 at December 31, 2015 and 2014) 308 308
Receivables from affiliated companies 84 40
Inventory 663 623
Regulatory assets 98 203
Qther 21 521
Total current assets 1,242 1,784
lnvestments and Other Assets
Nuclear decommissioning trust funds 740 803
Qther 292 204
Total investments and other assets 1032 1,007
Property, Plant and Equipment
Cost 15,343 14,433
Accumuiated depreciation 2nd amortization (4,120) {4,478
Net property, plant and equipment 10,623 9,955
Regulatory Assets and Deferred Debits
Regulatory assets 2125 2,733
Qther 2 2
Total regulatory assets and deferad debits 2,121 2,135
Total Assets $15624 515481
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 322 % 365
Accounts payable to affiliated companies 116 70
Notes payable to affilfated companies 313 84
Taxes accrued 132 65
Interest accrued 43 47
Cument maturities of long-term debt 13 562
Regulatory liabilities 200 35
Other 452 586
Total current liabilities 2,091 1,814
Long-Term Debt 4,253 4,261
Deferred Credits and Other Liabilities
Deferred incoma faxes 2,460 2452
Accrued pension and other post-retirement benefit costs 242 221
Asset retirement obligaticns 802 806
Regulatory liabilities 309 547
Other 146 158
Total deferred credits and other liabilities 4,159 4184
Commitments and Contingencies
Equity
Mamber's equity 5121 —
Comman Stock, no par; 60 million shares authorized; 100 shares outstanding at December 31, 2014 — 1,762
Retained earnings : — 3,460
Total equity 5121 5,222
Total Liabilities and Equity $15624  $15481

Ses Notes to Consolidated Financial Stataments
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DUKE ENERGY FLORIDA, LLC (farmerly DUKE ENERGY FLORIDA, INC.)

CONSOLIDATED STATEMENTS OF CASH FLOWS
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Years Ended December 31,

(in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 588 § 548 0§ 315
Adjustments to reconcile net income to net cash provided by operating activities-
Depreciation, amortization and accretion 480 550 335
Equity component of AFUDC m — {8)
Gains on sales of other assets and other, nat — (1) {1
Impairment charges 1 2 358
Deferred income taxes 348 400 368
Accruad pension and other post-retirement benefit costs § il 79
Contributions to qualifizd pension plans 40 — (133)
Payments for asset retirement obligations “4n (68) {12)
{Increase) decrease in
Net realized and unrealized mark-to-market and hedging fransactions &3] (9 55
Receivables 61 {33) 44
Receivables from affiliated companies (44 (37 17
Inventory an (36) 42
Déher currant assets 116 (269) (109)
Ingreass (decrease) in
Accounts payable 121 18 {22)
Accounts payable te affiliated companies 45 32 (6
Tanes accrued 67 (31 18
Other current liabilities 57 (80 159
Qther assets (8 (59) (154)
Qther liabilities (44) 10 {62)
Net cash provided by operaing activities 1373 966 1,205
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (1,029) (699) 915
Purchases of available-far-sale securities (447 (1,189 (1,656)
Proceeds from sales and maturities of available-for-sale securities 538 1,195 1,658
Proceeds from the sale of nuclear fusl 102 — —
Notes receivable from affiliated companies —_ — 07
Qther {3 30 —
Net cash used in investing activities (839) (124 (706)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt — 225 —
Payments for the:
Redemption of long-ierm debt (562} (252) (435)
Redemption of preferred stock — — 34)
Notes payable to affiliated companies 129 @an 181
Dividends to parent (350 (124 (325)
Distribution to parent (350) — —
Other (1 {2) (1)
Net cash used ia financing activities (534) (250 (614)
Net decrease in cash and cash squivalents — & (115)
Cash and Cash Equivalents at Beginning of Period 8 16 131

Cash and Cash Equivalents at End of Period

Supplemental Disclosures:
Cash paid for inferest, net of ameunt capitelized

$ 205 $ 203 ¢ 20

Cash (received from) paid for income taxes (229) 59 (84)
Significant non-cash transactions:
Accrued capital expenditures 186 100 88

See Notes to Consolidated Financial Statements
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DUKE ENERGY FLORIDA, LLG (formerly DUKE ENERGY FLORIDA, INC.)

CONSOLIDATED STATEMENTS OF CHANGES iIN EQUITY

Accumulated Other
Comprehensive

Loss
Het Losses

Commen Retained Member's  on Cash Flow Total
{in millions) Stock Earnings Equity Hedges Equity
Balance at December 31, 2012 $ 1762 §$ 3037 % — 3 —  $479%
Het income — 325 — — 325
Other comprehensive loss — — — (0 (1
Bividend to parant —_ (325) — — (325)
Premium on the redemption of preferred stock — m — — (1
Balance at December 31, 2013 $ 1762 $ 3036 § - 3 {1y 34797
Net income — 548 — — 548
Other comprehensive income — — — 1 1
Dividend to parent — (124) — — (124)
Balance at December 31, 2014 $ 1,762 § 3460 3 —_—  $ —  $5222
Het income — 3651 248 — 593
Dividends to parent e (350) — — (350)
Distribution to parent — — {350 — (350)
Transfer to Member's Equity (1,762)  (3.461) 5,223 — —
Balance at December 31, 2015 $ — % — § 511 $ — $511

See Notes to Consoiidated Financial Statements
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PART Il

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Ohio, Ing.
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Ohio, Inc. and subsidiaries (the “Company”) as of December 31, 2015 and 2014,
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, 2015. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an apinion on these financial
statements hased on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, The Company is not required
to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our audits included consideration of internal contrel over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an epinion on the effectiveness
of the Company's internal centrol aver 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 pusition of Duke Energy Chio, Inc. and
subsidiaries at December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the pericd ended December 31,
2015, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Ohio, Inc, and subsidiaries adopted ASU 2015-17, Income Taxes (Topic 740); Balance
Sheet Classification of Deferred Taxes effective December 31, 2015, on a prospective basis,

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART |

DUKE ENERGY OHIO, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

{in millions} 2015 2014 2013
Operating Revenues
Regulated electric $1331 31,316 31,258
Nonregulated electric and other 33 19 34
Regulated natural gas il a7 513
Total operating cevenues 1,905 1913 1,805
Operating Expenses
Fuel used in electric generation and purchased power — regulated 448 45% 428
Fuel used in eleciric generation and purchased power — nonreguiated 7 25 41
Cost of natoral gas 141 185 152
QOperation, maintenance and other 495 516 546
Depreciation and amortization 277 214 213
Proparty and other taxes 254 234 242
Impairment charges — 94 5
Total operating expenses 1,610 1727 1,627
Gains on Sales of Other Assets and Other, net 8 1 4
Operating Income 303 187 182
Other Income and Expenses, net B 10 2
Interest Expense 19 86 74
Income From Continuing Operations Before lncome Taxes 230 11 110
[ncame Tax Expense From Continuing Operations 81 43 43
Income From Continuing Operations 148 68 67
Income (Loss) From Discontinued Operations, net of tax bz (563) 35
Met Inceme {Loss) ‘ $ 172 (49 $ 102
Other Comprehensive Income, net of tax
Pension and OPEB adjustments — — 1
Comprehensive Income {Loss) $ 172 $(495) § 103

See Notes to Consolidated Financial Statements
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DUKE ENERGY OHIO, INC.
CONSOLIDATED BALANCE SHEETS
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Degamber 31,
{in millions} 2015 2014
ASSETS
Current Assets
Cash and cash equivalents $ 1§ Q
Receivables {net of allowance for doubtful accounts of $2 at December 31, 2015 and December 31, 2014) 68 93
Receivables from affiliated companies 84 107
Notes receivable from affiliated companies — 145
laventory 105 97
Assets held for sale —_ 316
Regulatory assets 36 419
Qther 110 167
Total current assets 415 994
Investments and Other Assets
Googwill 920 920
Assets held for sale — 2,605
Other 20 23
Total investments and cther assets 940 3,548
Property. Plant and Equipment
Cost 1,150 7,141
Accumulated depreciation and amortization (2,507) (2,213}
Generation facilities to be retired, net — 9
Net property, pfant and equipment 5,243 4,937
Regulatory Assets and Deferred Debits
Regulatory assets 497 512
Other 2 3
Total regulatory assets and deferred debits 489 514
Total Assets $ 7,087 § 9993
LIABILITIES AND EQUITY

Gurrent Liabilities

Accounts payable $ wr § 29
Accounts payable to affiliated companies 53 74
Notes payable to affiliated companies 103 491
Taxes accrued m 163
Interest accrued 18 19
Currert maturities of long-term debt 108 157
Liabilities associated with assets held for sale — 246
Regulatory liabilities 12 10
QOther 133 66
Total current liabilities 823 1,435
Long-Term Dabt 1,467 1,578
Long-Term Debt Payable to Affiliated Companies 25 25
Deferred Credits and Other Liabilities
Oeferred income taxes 1,407 1,765
Accrued pension and other post-retirement benefit costs 56 a8
Liabilibies associated with assets held for sale — 3
Asset retirement obligations 125 27
Regulatory liabilities 245 241
Other 165 166
Total defesred credits and other liabilities 1,998 2,281
Commitments and Continggncies
Equity
Comman stock, $8.50 par value, 120,000,000 shares authorized; 89,563,086 shares outstanding at Oscember 31, 2315 and 2014 162 762
Additional paid-in capital 2,120 4782
Accumulated deficit (698) (870)
Total equity 2,184 4674

Total Liabilities and Equity

$ 1097 § 9983

Sea Notes to Consclidated Financial Statements
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DUKE ENERGY OHIO, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

. KyPSC Case No. 2017-00321
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Page 119 of 264

Years Ended December 31,
(in millions} 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income {loss) $ 172 $(195) $ 102

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Depreciation, amortization and accretion
Equity component of AFUDC
Gains on sales of other assets and other, net
Impaisment charges
Deferred income taxes
Accrued pension and other post-refirement benefit costs
Contefbutions to qualified pension plans
Payments for asset retirement obligations
(Increass) decrease in
Net realized and unrealized mark-to-market and hedging transactions
Receivables
Receivables from affiliated companies
Inventory
QOther current assets
Increase (decrease) in
Accounts payable
Accounts payable te affiliated companies
Taxes agerued
Other current liabilities
QOther assats
QOther liahilities

230 258 357
(3 4 (0
{8 ity (8

10 941 5
206 (219 98
9 8 17
® — —
@ — —
(10) 27 17
] (56} (15)
FE] 14 (39)
— g 3
— (5 {n

(1) a 13
(21 @3 15
{21} @ 1

88 27 14

25 4 &
13 (33) (73)

Net ¢ash provided by operating activities

667 481 436

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures

Net proceeds from the sales of other assets
Notes receivable from affiliated companies
QOther

(398} (322) (434)

— — 11
145 88  (56)
12 1

Net cash used in investing activities

(269) (@2 478

CASH FLOWS FROM FINANCING ACTIVITIES
Praceeds from the issuance of lang-term debt
Payments for the redemption of long-term debt
Notes payable to affiliated companies

— — 450
(157 (449 (258)
(95) 473 (202)

Dividends to pargnt (150) (100} —
Dther 2) 1 (3

Net cash used in financing activities (404) {75} (13)
Net (decrease) increase in cash and cash equivalents {6 (16} 5
Cash and cash equivalents at beginning of period 20 36 il
Cash and cash equivalents at end of period 14 20 36

Supplemental Disclosures:
Cash paid for interest, net of amount capitatized
Cash paid for (received from} income taxes
Significant non-cash fransactions:
Accrued capital expenditures
Distribution of membership interest of Duke Energy SAM, LLC to parent

$ 1 $76 § 71
g

410 (5}
20 b a
1812 — —

See Notes to Consulidated Financial Statements
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PARTHI

DUKE ENERGY OHIO, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Aectumulated
Other

Comprehensive

_ Loss

Pension and
Common Additional Accumulated  OPEB Related Total
(in millions) Stock Paid-in Capital Deficit Adjustments Equity
Balance at December 31, 2012 $762 $ 4,882 $ (4 $ (I $5166
Netincome — — 102 - 102
QOther comprehensive inceme — — — 1 1
Balance at December 31,2013 $762 $ 4,882 $ (375) $§ — $5209
Net loss — — (495) — {455)
Dividends to parent — (106) — — {L00)
Balance at December 31, 2014 $762 $ 4,782 $ (B70) $§  — 34567
Net income — — 112 — 172
Dividends to parent — (150) - — (150)
Distribution of membership interest of Duke Energy SAM, LLC fo parent — {1,512} — — (1,912)
Balance at December 31, 2015 $762 $ 2,720 $ (698) — $284

See Notes to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directars of
Duke Energy Indiana, LLC
Charlotte, North Carotina

We have audited the accompanying consalidated balance sheets of Duke Energy Indiana, Inc. and subsidiary (the “Company™) (subsequently Duke Energy Indiana,
LLC and subsidiary effective as of January 1, 2016) as of December 31, 2015 and 2014, 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, 2015, These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion an these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board {United States). Those standards require that we
plan and perform the audit to obain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required
to have, nor were we engaged to perform, an audit of its internal control aver financia) reporting. Our audits included consideration of internal control aver financial
reporting as a basis for designing audit precedures 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 reporfing. 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 aur opinion, the consolidated firancial statements referred to above present faiely, in all material respects, the financial position of Duke Energy Indiana, Ing. and
subsidiary at December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended December 31,
2015, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Indiana, Inc. and subsidiary adopted ASU 2015-17, Income Taxes (Tepic 740); Bafance
Sheet Classification of Deferred Taxes eftective December 31, 2015, on a prospective basis.

/s/ Deloitte & Touche LLP

Charlotte, Narth Carolina
February 25, 2016
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PARTIl

DUKE ENERGY INDIANA, INC. (subsequently DUKE ENERGY INDIANA, LLC}
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

(in millions} 2015 2014 2013
Operating Revenues $2890 33175 $2926
Operating Expenses
Fusl used in electric generation and purchased power 982 1,259 1,131
Operation, maintenance and other 682 670 649
Depreciation and amortization 434 413 342
Property and other taxes 61 128 I}
Impairment charges 88 — o
Total operating expenses 2,241 24710 2,193
Gains on Sales of Other Assets and Other, net 1 — —
Operating Ingome 644 705 733
Other Income and Expenses, net 1 2 18
Interest Expense 176 171 170
Income Before Income Taxes 479 556 381
Income Tax Expense 163 167 223
Net Income $ 36 § 39 § 338
Other Comprehensive Loss, net of tax
Reclassification into earnings from cash flow hedges (2) — 2
Comprehensive Income $ 34§ 3/ 0§ 35

See Notes to Consolidated Financial Statements
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DUKE ENERGY INDIANA, ING. (subsequently DUKE ENERGY INDIANA, LLC)
CONSOLIDATED BALANCE SHEETS

December 31,
{in miilions} 2015 2014
ASSETS
Current Assets
Cash and cash equivalents $ 9 6
Recaivables {net of allowance for doubtful accounts of $1 at December 31, 2015 and Dacembar 31, 2014) 95 87
Receivables from affiliated companies n 115
Notes receivable from affiliated companies 83 —_
Inventory in 537
Regulatory assets 102 93
Dther 15 326
Total current assets 948 1,164
Investments and Other Assels 22 251
Praperty, Plant and Equipment
Cost 14,007 13,034
Accumulated depreciation and amortization 4484  {4,219)
Net property, plant and equipment 9,523 8815
Regulatory Assets and Deferred Debits
Regulatory assets 118 685
Dther 2 2
Total regulatory assets and deferred debits s 687
Total Assets $11,39  § 10917
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 188 § 179
Accounts payable to affiliated companies 83 58
Notes payable to affilialed companies — 7l
Taxes accrued 89 54
Interest accrued 96 56
Current maturities of long-term debt 547 5
Regulatory liabilities 62 54
Other 97 98
Total current liabilities 1,123 575
Long-Term Debt m 3,614
Long-Term Debt Payable to Affiliated Companies 150 150
Deferred Credits and Other Liabilities
Deferved income taxes 1,657 1,591
Investment tax credits 138 139
Accrued pension and other post-retirement benefit costs 80 82
Asset retirement obligations 223 32
Regulatory liabflities 154 796
Other 65 90
Total deferred crediis and other liabilities 3,218 2730
Commitments and Confingencies
Equity
Comman Stock, no par; $0.01 stated value, 60,000,000 shares authorized; 53,913,701 shares outstanding at December 31, 2015 and December 31, 2014 1 1
Additienal paid-in capital 1,384 1,384
Retained eamings 2,450 2,460
Accumulated other comprehensive income 1 3
Total equity 3,838 3,848
Total Liabilities and Equity $11,399  $10917

Sea Notes to Consolidated Financial Statements
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DUKE ENERGY INDIANA, INC. (subsequently DUKE ENERGY INDIANA, LLC)

CONSOLIDATED STATEMENTS OF CASH FLOWS
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Years Ended December 31,

(in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 36 § B9 % 358
Adjustmants to reconcile net income ta net cash provided by operating activities:
Depreciation and amortization 439 418 346
Equity component of AFUDG 11) (14) (15)
Gains on sales of other assets and other, net (1) — —
Impairment charges 83 — —
Deferred income taxes 262 308 304
Acerued pension and other post-retirement bengfit costs 13 1§ 25
Contributions to qualified pension plans {19 — —
Payments for asset retirement obligations (19) — —
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions —_ — (30
Receivables )] (35 3
Receivables from affiliated companies 44 36 4n
Inventory (21) (103) (53)
Dther current assets 20 8 (40
Increase (decrease) i
Accounts payable k¥ (an a2
Accounts payable to aifiliated companies 25 2 @
Taxes accrued 35 (32 (30
Other current liabilities 26 5 A
Dther assets (82) @1 (16)
Other liabilities (35) 17 (84)
Net cash provided by oparating activities 1,178 905 744
CASH FLOWS FROM (NVESTING ACTIVITIES
Capital expenditures (690) {625) (545)
Purchases of available-for-sale sesurities 9) (20 (11
Proceeds fram sales and maturities of avaifable-for-sale securities 11 i6 7
Proceeds from the sales of other assets 17 — —
Notes receivable from affiliated companies (83} 9% (96)
Other {17 4 (3
Net cash used in investing activities (771 (529) (648}
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of Jong-term debt —_ — 498
Payments for the redemption of long-term debt {5} 6] {405}
Notes payable to affiliated companies (71} 71 (81}
Dividends to parent (326} (4500 (125
QOther — )] ()
Net cash used in financing activities {402} {385) (1n
Net ingrease (decrease) in cash and cash equivalents 3 ()] {21}
Cash and cash equivalents at beginning of period 6 15 36
Cash and cash equivalents at end of period $ ¢ $ 65 $ 15
Supplemantal Disclosures:
Cash paid for interest, nat of amount capitalized $ 1715 0§ 160 § 1M
Cash {received from) paid for income taxes {253} (61 46
Significant non-cash transactions:
Accrued capital expendituras 64 87 73

See Notes to Cansolidated Financial Statements
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DUKE ENERGY INDIANA, INC. (subsequently DUKE ENERGY INDIANA, LLC)
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Accumulated Other
Comprefiensive
Income
Additional Net Gains

Common Paid-in  Retained on Cash Total
(in millians} Stock Capital  Earnings Flow Hedges  Equity
Balance at December 31, 2012 $1 $1,384 $2318 $ 5  $3708
Net income — —_ 358 — 358
Other comprehensive loss — — — @ {2
Oividend to parent — — (125 — (125)
Balance at December 31, 2013 : $1 $1,384 $2,551 $ 3 $3939
Net income — — 359 — 359
Dividend o parant —_ — (450) — (450)
Balance at December 31, 2014 $1 $1,384 $2,460 $ 3 33848
Net income — — 316 — 6
Other comprehensive loss — —_ — (2) (2)
Dividends to parent — — {326) — (326)
Balance at December 31, 2015 $1 $1,384 $2,450 $ 1 $383

Sae Notes to Consolidated Financial Slatements
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Combined Notes to Consolidated Financial Statements

For the Years Ended December 31, 2015, 2014 and 2013

Index to Combined Notes To Consolidated Financial Statements

The notes to the consolidated financial statements are a combined presentation. The following list indicates the registrants to which the notes apply, Tables
within the notes may net sum across due to Progress Energy’s consolidation of Duke Energy Progress, Duke Energy Florida and other subsidiaries that are not
registrants as the Duke Energy amounts include balances from subsidiaries that are not ragistrants.

Applicable Notas
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Duke Energy Corporation
Duke Energy Carolinas, LLC
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Duke Energy [ndiana, [nc.
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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 (FERC). Duke Energy
operates in the United States (U.5.) and Latin America primarily through
its direct and indirect subsidiaries. Duke Energy's subsidiaries include its
subsidiary registrants, Duke Energy Carolinas, LLGC (Duke Energy Carolinas);
Progress Energy, Inc. (Progress Energy); Duke Energy Progress, LLC (formerly
Duke Energy Progress, Inc.) {Duke Energy Progress); Duke Energy Florida, LLC
{formerly Duke Energy Florida, Inc.} (Duke Erergy Florida); Duke Energy Ohio,
Inc. {Duke Erergy Ohio) and Duke Energy Indiana, Inc. (subsequantly Duke
Energy Indiana, LLC) (Duke Energy Indiana). When discussing Duke Energy's
consalidated financial information, it necessarily includes the resuits of its
six 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 Regisirants).

The information in these combined notes relate to each of the
Duke Energy Repistrants as noted in the Index to the Combined Notes fo
Cansolidated Financial Statements. However, none of the registrants makes
any representations as to information selated solely to Duke Energy or the
subsidiaries of Duke Energy other than i{self.

These Consolidated Financial Statements include, afier eliminating
intercompany transactions and balances, the accounts of the Duke Energy
Registrants and subsidiaries where the respective Duke Energy Registrants
have coniral, 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
Commissien of South Carolina (PSCSC}, U.S. Nuclear Regulatory Commission
(NRC) and FERC. Substantially all of Duke Energy Carolinas’ operations qualify
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
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Progress and Duke Energy Florida. Substantially all of Progress Energy's
operations qualify for regulatory accounting,

Duke Energy Progress is a regulated public utility primarily engaged in the
generation, transmission, distribution and sale of electricity in portions of North
Caralina and South Carolina, Duke Energy Progress is subject to the regulatory
provisions of the NCUC, PSCSC, NRC and FERC. Substantially all of Duke Energy
Progress’ operations qualify for regulaiory accounting. On August 1, 2015, Duke
Energy Prograss, a North Caralina corporation, converted into a North Caralina
limited liability company.

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 regulatary provisions of the Florida
Public Service Commission {FPSC), NRC and FERC. Substantially all of Duke
Energy Florida's operations qualify for regulatory accounting. On August 1, 2015,
Duke Erergy Florida, a Florida corporation, converted into a Florida limited
liabélity company.

Duke Enargy Ohio is a ragulated 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 wholiy 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 Chio is subject to the regulatory provisions
of the Public Utilities Commission of Ohio {PUCO), Kentucky Putlic Service
Commission {KPSC) and FERC. On April 2, 2015, Duke Energy completed the
sale of its nonregulated Midwest generation business, which sold power into
whalesale energy markets, to a subsidiary of Dynegy Inc. (Dynegy). For further
information about the sale of the Midwest Generation businass, refer to Note
2 “Aequisitions 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 electsicity in portions
of Indiana. Duke Energy Indiana is subject to the regulatory provisions of the
Indéana Utility Regulatory Comemission (IURC) and FERC. Substantially all of
Duke Energy Indiana’s operations qualify for regulatery accounting, On
January 1, 2016, Duke Energy Indiana, an Indiana cerporation, converted into an
Indiana limited liability company.
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Combined Notes to Consolidated Financial Statements — (Continued)

Cartain pricr year amounts have been reclassified to conform fo the
current year presentation.
Oiher Current and Noncurrent Assets and Liabilities

The following table provides detail of amounts included in Other within
Current Assets or Current Liabilities on the Consolidated Balance Shests.

December 31,
(in millions) Location 2015 014
Duke Energy
Accrued compansation Current Liabilities $ 821 $ 638
Duke Energy Carolinas
Accrued compansation Current Liabilities $ 213 $ 216
Collateral liabilities Current Liabilities 141 128
Progress Energy
Income taxes receivable  Current Assets $ 129 $ 718
Customer deposits Current Liabilities KTE] 360
Derivative liabilities Current Liabilities 201 27
Duke Energy Progress
Income taxes receivable  Current Assels $ 1 $ 272
Customer deposits Current Liabilities 141 135
Acerued compansation Current Liabilities 108 116
Derivative liabilities Currant Liabilities 76 108
Duke Energy Florida
Income taxes receivable  Current Assets $ — $ 177
Customer deposits Currant Liabilities 232 225
Derivative liabilities Current Liabilities 125 163
Duke Energy Ohie
Income taxgs receivable  Current Assets $ 59 $ 40
QOther receivahle Current Assets 3 39
Acerued litigation reserve  Current Liabilities 80 —
Collaterak Liabilities Current Liabilities 18 42
Duke Energy Indiana
Income taxes receivable  Currant Assets $ —_ $ 03
Collateral liabilities Current Ligbilities 44 13

The current portion of deferred tax assets is included within Other in
Current Assets at December 31, 2014. Due fo the adoption of new accounting
guidance jssued by the Financial Accounting Standards Board (FASB) related te

the balance sheet classification of deferred taxes, ail deferred tax assets and
liabitities are classified as noncurrent at December 31, 2015, See Note 22 for
information related fo the presentation of deferred iax assets and fiabilities on
the Consolidated Balance Sheets.

Discontinued Operations

The results of operations of the nonregulated Midwest generation
business have been classified as Discontinued Qperations on the Consolidated
Statements of Operations. Duke Energy has electad 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 gperations for all periods prasented,
assets held for sale and liabilities associated with assets held for sale as of
December 31, 2014, See Note 2 for additional information,

For the year ended December 31, 2015, Duke Energy’s Income from
Discontinued Operations, net of tax was primarily refated to resuits of operations
of the nonregulated Midwest generation business and Duke Energy Retail Sales,
LLC {collectively, the Dispasal Group) prior to its sale on April 2, 2015, partially
offset by a charge for a litigation reserve related to the Disposal Group. Fer
the year ended December 31, 2014, Duke Energy’s Loss from Discontinued
Operations, net of tax was primarily related to a write-down of the carrying
amount of the assets to the estimated fair value of the Disposal Group, based
on the transaction price included in the purchase sale agreement, and the
operations of the Disposal Group, For the years ended December 31, 2013, Duke
Enargy’s Income From Discontinued Operations, net of tax was primarily related
1o the operations of the Disposal Group, See Note 2 for additional information.

For the years ended December 31, 2015, 2014 and 2013, Progress
Energy's (Loss) Inceme From Discontinued Qperations, net of tax was primarily
due to tax impacts related to prior sales of diversified businesses.

Amounts Attributable to Controlling Interests

For the year ended December 31, 2015, the amount of Income from
Discontinued Operations, net of tax presented on the Consolidated Statements
of Operations is fully attributable to gontrolling interests.

During 2014, Duke Energy and Progress Energy’s amount of Income
{Loss) 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 for the years
ended December 31, 2014 and 2013,

Years ended Decemnber 31,

2014 2013

Duke Propress Duke  Progress
(in millions) Energy  Energy Energy Enerpy
Income feem Continuing Operations $2465 § 880 2,590 659
Incomeg from Continuing Operations Attributable to Nongontrolling Interssts 14 5 16 3
Incame feom Continuing Operations Attributable to Duke Energy Corporation $2451 § 875 $ 2574 $ 656
{Loss) (ncome From Discontinued Qperations, net of tax $ (576 § {6 86 16
Loss from Discontinued Operations Attributable to Nonconirolling Interests, net of tax (8) - [6)] —

{Loss} Income From Discentinued Operations Attributable to Duke Energy Corporation, net of tax

$ (668 § $ 9 $ 16

Net Incorne
Net Income Attributable fo Noncontrolling Interests

$1889 § &M $ 2676 $ 673
6 ] 11 3

Net In¢ome Attributable to Duke Enargy Corporation

$1883 § 889 $ 2665 $ 672
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Combined Notes to Consolidated Financial Statements — (Continued)

SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

In preparing financial statements that conform to generally accepted
accourting principles {GAAP} in the U.S., the Duke Energy Registrants must
make estimates and assumptions that affect the reported amounts of assets
and liablities, the reported amounts of revenues and expenses and the
disclasure of contingent assets and liabilities at the date of the financial
statements. Actual results ceuld diffar from those estimates,

Regulatory Accounting

The majority of the Duke Energy Registrants' operations are subject to
price regulation for the sale of electricity and gas by state utility commissions
or FERC. When prices ara set on the basis of specific costs of the regulated
operations and an effective franchise is in place such that sufficient gas or
electric services can be sald to recover those costs, the Duke Energy Repistrants
apply regulatory accounting. Regulatory accounting changes the timing of the
recognition of costs or revenues relative te 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 infermation,

Regulatory aceounting 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 esiimate 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 asseton the
balance sheet for the abandoned property is dependent upon amounts that
may be recovered through regulated rates, including any return, As such, an
impairment charge could be offset by the establishment of a regulatory asset

Inventory

if rate recovery is probable, The impairment for a disallowanca of costs for
regulated plants under canstruction, recently completed or abandoned is based
on discounted cash flaws.

Regulated Fue! Costs and Purchased Power

The Duke Eneigy Registrants utilize cost-tracking mechanisms, commonly
referred to as fuel adjustment clauses, These clauses allow for the recavery
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 either as an adjustment to Operating
Revenues — Regulated electric or Operating Expenses — Fuel used in electric
generation 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 thres months or less
at the date of acquisition are considered cash equivalents, At December 31,
2015, $534 million of Duke Energy's total cash and cash equivalents is held
by entities domiciled in foreign jurisdictions. During the fourth quarter of 2014,
Duke Eneigy declared a taxable dividend of historical foreign earnings in the
form of notes payable that will result in the repatriation of approximaiely $2.7
Billion in cash held and expected 1o be generated by International Energy over
a period of up to eight years. Approximately $1.5 billion was remitted in 2015.
See Note 22 to the Consolidaied Financial Statements, “(ncome Taxes,” for
additional information.

Restrigted Cash

The Duke Energy Registrants have restricted cash related primarily
to coliateral assets, escrow deposits and variable interest entities (VIEs).
Restricted cash balances are reflacted in Other within Current Assets and in
Other within Investments and Other Assets on the Consolidated Balance
Sheets. At December 31, 2015 and 2014, Duke Energy had restricted cash
totaling $108 million and $298 million, respectively.

Inventory is used for aperations and is recorded primarily using the average cost method. Inventory related to regulated operations is valued at historical
cost. Inventory related to nonregulated 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, 2015 and 2014. The components of inventory are presented in the tables below.

December 31, 2015

Duke Duke Duka Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
Materials and supplies $ 2,389 $ 785 $1,133 $ 178 $ 357 $ 81 $ 301
Coal held for electric generation 1,114 451 370 192 118 18 267
0il, gas and other fuel held far electric generation 307 L} 248 120 128 8 2
Total inventory $ 3,810 $ 1,276 $1,151 $1,088 $ 663 $ 105 $ 570
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Gombined Notes to Consclidated Financial Statements — (Continued)

December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
(in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
Materials ard supplies $2102 § 19 $ 981 $ 676 $ 305 $ 67 % 258
Coal held for electric generation 997 362 Kye] 150 178 21 275
Qil, gas and other fuel held for electric generation 360 43 280 140 140 9 4
Tolal inventory $ 3.458 $1,124 $1,590 $ 966 $ 623 $ 97 $ 537

Investments in Debt and Equity Securities

The Duke Energy Registrants classify investments into two categories —
trading and available-for-sate. Both categories are recorded at fair value on
the Gonsolidated 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 !osses {including any other-than-temporary
impairments} on available-for-sale securities are recorded as a regulatory asset
or liability. Otherwise, unrealized gains and losses are included in Accumulated
QOther Comprehensive Income (AOCI), unless other-than-temporarily impaired.
QOther-than-temporary impairments for equity securities and the credit loss
pertion 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 perform 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 tevel below. Duke Energy,
Progress Energy and Duke Energy Ohio update these tests between annual tests
if events or circumstances oceur that would more likely than not reduce the fair
value of a reporting unit belaw its carrying value.

Intangible Assets

Intangible assets are in¢luded in Other in Investments and Other Assets
on the Consolidated Balance Sheets. Ganeraily, 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. Amartization of intangibles is reflected in
Depraciation and amortization on the Gonsolidated Statements of Operations,
Intangible assets are subject to impairment testing and if impaired, the carrying
valug is accordingly reduced.

Emnission allowances permit the holder of the allowance to emit certain
gaseous byproducts of fossil fuel combustion, including sulfur diaxide {S0,)
and nitrogen oxide (NO,). 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 arg based on the cost to acquire the allowances or, in the case
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of a business combination, on the fair value assigned in the atlocation of the
purchase price of the 2equired business. Emission allowances are expensed
to Fuel used in electric generation and purchased power — regulated on the
Consolidated Statements of Qperations,

Renewabls energy certificates are used to measure compliance with
renewable energy standards and are held primarily for consumption. See Note
11 for further information.

Long-Lived Asset Impairments

Tha 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-lived
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 altemative expected outcomes that are probability
waighted, If the carrying value of the long-lived asset is nat recoverable
based on these estimated future undiscounted cash flows, the carrying vaiue
of the asset is writtan-down to its then-current estimated fair value and an
impairment charge is recognized,

The Duke Energy Registrants assass fair value of long-lived assets
using varfous methods, including recent comparable third-party sales,
internally developed discounted cash flow analysis and analysis from outside
advisers. Significant changes in commodity prices, the condition of an asset or
management's interest in selling the asset are generally viewed as trigeering
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 of fair value, if impaired. The Duke Enargy
Registrants capitalize all construction-related direct labor and matesial costs,
as well as indirect construction costs such as general engineering, taxes and
financing costs. See "Altowance for Funds Used During Construction (AFUDC)
and Interast 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 siraight-line
method. Depraciation 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.
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Years Ended December 31,

2015 2014 013
Duke Enezgy 2.9% 28% 2.8%
Cuke Enesgy Carolinas 28% 21% 2.8%
Progress Enargy 6% 25% 2.5%
Duke Energy Prograss 26% 2.5% 2.5%
Duke Energy Florida 21% 27% 24%
Duke Energy Dhio 21% 2.3% 33%
Duke Energy Indiana 30% 3.0% 28%

In general, when the Duke Energy Registrants retire 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 2 regulated asset will be retired substantially in advance of its original
expected useful life or is abandoned, the cost of the asset and the carresponding
accumulated depreciation is recognized as a separate asset. If the asset is still
in operation, the nat amount is classified as Generation facilities to be retired,
net on the Consolidated Balance Sheets. If the asset is no longer aperating,
the net amount is classified in Regulatory Assets on the Consolidated Balance
Sheats. The carrying value of the asset is based on historical cost if the Duke
Energy Registrants are allowed o recover the remaining net book value and a
return equal te at least the incremental borrowing rate. If not, an impairment
is recognized %o the extent the net book value of the asset exceeds the present
value of future revenues discounted at the incremental borrowing rate.

Vhen the Duke Energy Registrants sell entire regulated operating units,
or retire or sell nonregulated properties, the original cost and accumulated
depreciation and amortization batances are removed from Property, Plant and
Equipment on the Consolidated Balance Sheets. Any gain or loss is recorded in
eamings, unless otherwise required by the applicable regulatory body.

See Note 1D for further information,

Nuclear Fuel

Nuclear fuel is classified as Property, Plant and Equipment on the
Consolidated Balance Sheets, except for Duke Energy Florida. Refer to
Note 4, “Regulatory Matters,” for additional information on Grystat River Unit 3
investments, including nuclear fuel.

Nuclear fugl in the front-end fuel processing phase is considered work
in progress and not amortized entil placed in service. Amortization of nuclear
fuel is included within Fuel used in electric generation and purchased power
-~ regulated in the Consolidated Statements of Operations. Amortization is
recorded using the units-of-production method.

Allowance for Funds Used During Construction and [nterest Capitalized

For regulated operations, the debt and equity coss of financing the
canstruction of praperty, plant and equipment are reflected as AFUDG and
capitalized as a companent of the cost of property, plant and equipment. AFUDC
equity is reported on the Censolidated Statements of Operations as non-cash
income in {Other income and expenses, net, AFUDC debt is reported as a non-
cash offset fo 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.
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AFUDC equity, a permanent difference for income tases, reduces the
effective tax rate when capitalized and increases the effective tax rate when
depreciated or amortized. See Note 22 for additional infarmation,

For nonregulated operations, interest is capitalized during the
construction phase with an offsetting non-cash credit to Interest Expense on the
Consolidated Statements of Qperations.

Asset Retirement Obligations

Asset refirement obligations are recognized for legal obligations
associated with the retirement of property, plant and equipment, Substantially
all asset retiremant obligations are ralated to regulated operations. When
recording an asset retirement obligation, the present value of the projected
[iability 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 regutatory asset.

The present value of the initial obligatian and subsequent updates are
based on discounted cash flows, which include estimates regarding Giming of
future cash flows, selection of discount rates and cost escalation rates, amang
other factors. These estimates are subject to change, Depreciation expense is
adjusted prospectively for any changes to the carrying amaunt of the associated
asset. The Duke Erergy Registrants receive amounts to fund the cost of the
assef retirement obligation for regulated operations through a combination of
regulaied revenues and earnings on the NDTF. As a result, amounts recovered in
regulated revenues, earnings on the NDTF, accretion expense and depreciation of
the associated asset are all deferred as a regufatory 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 2 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
U.S. Department of Energy {DOE} facility.

Dbligations for closure of ash basins are based upon disceunted 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 2nd 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 gas are racognized when service
is provided or the product is delivered, Unbilled revenues are recognizad by
applying customer billing rates io 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.

Unbilled revenues are included within Receivables and Restricted
receivables of variable interest entities on the Consctidated Balance Sheets as
shown in the following table. This table excludes amounts included in assets
held for sale (AHFS) at December 31, 2D14.
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December 31,
(in millions) 2015 2014
Duke Enszgy $ 748 $ 827
Duke Energy Carolinas 283 295
Progress Energy 172 217
Duke Energy Progress 102 135
Duke Energy Florida 70 82
Duke Energy Ohin 3 —
Duke Energy Indiana il 27

Additionally, Duke Energy Ohio and Duke Energy Indiana sell, on a
revolving basis, neazly all of their retail accounts receivable, including
receivables for unbilled revenues, to an affiliate, Cinergy Receivables Company,
LLC (CRC) and account for the transfars of receivables as sales. Accordingly,
the receivables sold are not reflected on the Consolidated Balance Sheets of
Duke Energy Ohio and Duke Energy Indiana. Sae Note 17 for further information.
These receivables for unbilled revenues are shown in the table below,
December 31,
(in millions} 2015 2014
Duke Energy Ohio $ 11 379
Duke Energy Indiana 97 112
Alowance for Doubtful Accounts
Allowances for doubtiul accounts are presented in the following table.

December 31,
(in millions} 2015 2014 2013
Mlowance for Doubtful Accounts
Duke Energy $ 18 $ 17 $13D
Duke Energy Carolinas 3 3 3
Progress Energy 6 8 14
Duke Energy Progress 4 7 1D
Duke Energy Florida 2 2 4
Duke Energy Ohio 2 2 2
Duke Energy Indiana 1 1 1
Allowance for Doubtful Accounts — VIES .
Duke Energy $53 ¢35l $ 43
Duke Energy Carolinas 7 6 b
Progress Energy 8 8 —
Duke Energy Prograss 3 5 —
Duke Energy Florida 3 3 —

Derivatives and Hedging

Derivative and non-derivative instruments may be used in connection
with commedity price, interest rate and foraign currency risk management
activities, including swaps, futures, forwards and options. All derivative
instruments, except those that qualify for the narmal purchase/narmal sale
(NPNS) exception, are recorded on the Consolidated Balance Sheets at fair
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 AQC1. The effective portion of the change in the fair value of a fair value hedge
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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
mmediate eamings impact.

Formal documentation, including transaction fype 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 informatton.

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 vet reported {IBNR), as well as
estimated provisions for known claims. IBNR resenve 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 occurrance and/or
agpregate 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 dabt are amortized over the term of the debt issue. Call
premiums and unamortized expenses associated with refinancing highar-cost
debt obligations in the regulated operations are amortized. Amortization expense
is recorded as Interest Expense in the Consolidated Statements of Operations
and is reflected as Depreciation, amortization and acretion within Net cash
provided by operating activities on the Consolidated Statements of Cash Flows.

During 2015, Duke Energy retrospectively adopted revised accounting
guidance related to the presentation of debt issuance costs. Unamortized debt
issuance cost are presented as a reduction of the debt amount and included in
Long-Term Debt on the Consolidated Balance Sheets presented. See discussion
of New Accounting Standards below for further information.

Loss Contingencies and Environmental Liabilities

Contingent Josses are recorded when it is probable a loss has occurrad
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 undiscountad 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. Cartain environmental expenditures
receive regulatory accounting treatment and are recorded as regulatory assets.

Sea Notes 4 and 5 for further information.
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Pension and Other Post-Retirement Benefit Plans

Duke Energy maintains qualified, non-qualified and other post-retirement
beneiit ptans. Eligible employees of the Subsidiary Registrants participate in
the respective qualified, ron-qualified and other post-retirement benefit plans
and the Subsidiary Registrants are allocated their proportionate share of benefit
costs. See Note 21 for further information, including significant accounting
policies associated with thase plans.

Severance and Special Termination Benefits

Duke Energy has a severance plan under which, in general, the longer
a terminated employse worked prior to termination the greater the amount
of severance benefits. A liability for inveluntary severance is recorded once
an involuntary severance plan is committed te by management if involuntary
severances are probable and can be reasonahly estimated. For involuntary
severance benefits incramental 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 te time, Duke Energy offers special termination benefits under voluntary
severance programs. Special termination benefits are recorded immediately upon
emplayee 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

Liahilities 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 refated to stock-based
awards granted to employees and Duke Energy Board of Directors (Board of
Directors) members. Duke Energy recognizes stock-based compensation based
upan 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, or, for certain share-hased awards, until the employee
becomes retirement eligible, if earlier. Compensation cost is recognized as
expense or capitalized as a componerit of property, plant and equipment. See
Naote 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 G-Corporations. Deferred income taxes have been provided for
temporary differences between GAAP and tax bases of assets and [abilities
bacause the differences craate taxable or tax-deductible amounts for future
periods. Deferrad taxes are not provided on franslation gains and losses when

112

eamings of a foreign operation are expected to be indefinitely reinvested.
Investment tax credits (ITC} 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 mora likely than not the tax position can
be sustained based solely on the technical merits of the position. The largest
amaunt of tax benefit that is greater than 50 percent likely of heing effectively
seftled is recorded. Management considers a tax position effectively settled
when: (i) the taxing autharity 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 (jii) 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 payahle, 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 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 rasult
in the racognition of tax penalties.

Tax-related interest and penalties are recorded in Interest Expense and
Qther Income and Expensas, net, in the Consolidated Statements of Qperations.

See Note 22 for further information,

Accounting for Renewable Energy Tax Cradits and Cash Grants

When Duke Energy receives ITC or cash grants on wind or solar facilities,
it reduces the hasis of the property recorded on the Consolidated Balance
Sheets by the amount of the ITC or cash grant and, therefore, the ITC or grant
benefit is recognized through reduced depreciation expense. Additionally, certain
tax credils and governmaent granis result in an initial tax depreciable base in
excess of the book carrying value by an amount equal to ong half of the 1T or
government grant. Defered 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 custemer, These taxes are recognized on a
gross hasis. Otherwise, the taxes are accounted for net. Excise taxes accounted
far 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) 2015 2014 2013
Duke Enargy $396 5498 3602
Duke Enargy Carolinas 3 94 164
Progress Energy 229 263 304
Duke Energy Progress 16 56 115
Duke Energy Florida 213 207 189
Duke Energy Dhio 102 103 105
Duke Energy Indiana 3 38 29
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On July 23, 2013, North Carolina House Bill 998 (HB 998 or the North
Carolina Tax Simplification and Rate Reduction Act) was signed info law. HB 998
repealed the utility franchise tax effective July 1, 2014. The utility franchise tax
was 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 efectricity 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 eleciricity, and the resulting change in liability of
utility companies under the general franchise tax.

Foreign Currency Translation

The lacal currencies of most of Duke Energy's foreign operations have
been determined to be their functional currencies. However, certain foreign
operations’ functional currency has been determined to be the U.S. dollar, based
on an assessment of the economic circumstances of the foreign operation.
Assets and liabilities of foreign operations whose functional currency is not
the U.S. dollar are translated into U.S. dollars at the exchange rates in effect at
period end. Translation adjustments resulting from changes in exchange rates
are included in AOCI. Revenue and expense accounts are translated at average
exchange rates during the year. Remeasurement gains and losses arising from
balances and transactions denominated in currencies other than the local
currency are included in the results of operations when they occur.,

Dividend Restrictions and Unappropriated Retained Earnings

Duke Energy does not have any legal, regulatory or other restrictions on
paying common stock dividends to shareholders. However, as further described
in Note 4, due to conditions established by regulators in conjunction with merger
transaction approvals, Duke Energy Carolinas, Duke Energy Progress, Duke
Energy Ohio and Duke Enesgy Indiana have restrictions on paying dividends or
otherwise advancing funds to Duke Energy. At December 31, 2015 and 2014, an
insignificant amount of Duke Energy's consolidated Retained earings balance
represents undistributed earnings of equity methad investments.

NEW ACCOUNTING STANDARDS

The new accounting standards that were adopted for 2015, 2014 and
2013 had no material impact on the nresentation or results of operations,
cash flows or financial position of the Duke Energy Registrants, The following
accounting standards were adopted by the Duke Energy Regisirants during 2015.

Reporting Discontinued Operations. In April 2014, the Financial
Accounting Standards Board {FASB} issued revised accounting guidance for
reporting discontinued operations. A discontinued operation would be either (i)
a component of an entity or a group of components of an eniity that renresents
a separate major line of business or major geographical area of operations
that either has been disposed of or is part of a single coordinated plan to be
classified as held for sale or {ii) a business that, upan acquisition, meets the
criteria to be classified as held for sale.

For Duke Energy, the revised accounting guidance is effective on a
prospective basis for qualified disposals of componants or classifications as
held for sale that oceurred after January 1, 2015. Under the standard, the
guidance is not effective for a component classified as held for sale before
the effective date even if the disposal accurs after the effective date of the
guidance. Duke Energy has not reported any discontinued operations under the
revised accounting guidance.
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Balance Sheet Classification of Deferrad 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 defersed tax assets and liabilities should be classified as noncurrent. For
Duke Energy, 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 currant deferred tax assets and liabilities. See
Note 22 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 care 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, this revised accounting guidance was adopted
tetrospectively 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 $170 millien and $152 million on the Consolidated Balance Sheets as of
December 31, 2015 and 2014, respectively.

Fair Value Disclosures for Certain Investments. [n May 2015, the
FASB issued revised accounting guidance for investments in certain entities
that use net asset value per share {or its equivalent) as a practical expediant
to determine fair value. The core principle of this revised accounting guidance
is that the valuation of invesiments using the practical expedient should not be
categorized within the fair value hierarchy (i.e., as Level 1, Z or 3). The practical
expedient applies to investments in investment companies for which there is
not a readily determinable fair value {market quote} or the investment is not in
a mutual fund with a publicly available net asset value. For Duke Energy, this
revised accounting guidance was adopted retrespectively.

The implementation of this guidance is reflected in Note 16: Fair Value
Measurements and Note 21: Employee Benefit Plans.

The follewing new accounting standards have been issued, but have not
yet been adopted by the Duke Energy Registranis, as of December 31, 2015.

Revenue from Contracts with Customers. In May 2014, the FASB
issued revised accounting guidance for revenue recognition from contracts with
custemers. The core principle of this guidance is that an entity should recognize
revenue to depict the transfer of promised goods or services fo 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, iming and uncertainty of revenue and cash flows arising from
contracts with customers.

For the Duke Energy Registrants, this guidance is effective for interim and
annual periods beginning January 1, 2018, although it can be early adopted for
annual periods beginning as early as 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 is
currently avaluating the requirements. The ultimate impact of the new standard
has not yet been determined.

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 al}
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 ta be
recorded in AQCI. Additional disclosures will be required 1o 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 methed of accounting are not included within the scope of the new
guidance,
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For Duke Energy, the revised accounting guidance is effective for interim
and annual periods beginning January 1, 2018, by recording a cumulative effect
ta the balance sheet as of January 1, 2018, This guidance is expected to have
minimal impact on Duke Energy’s Statement of Comprehensive Income as
changes in the fair value of most of Duke Energy’s available-for-sale equity
securities are deferred as regulatory assets or liabilities.

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

0n October 24, 2015, Duke Eneegy entered into an Agreement and
Plan of Merger (Merger Agreement) with Piedmont Natural Gas Company,
Inc. (Piedmont), a North Carolina corporation, Under the terms of the Merger
Agreement, Duke Energy will acquire Pisdmont for $4.9 billion in cash. Upon
closing, Piedmont will become 2 wholly owned subsidiary of Duke Energy.

Pursuant to the Merger Agreement, upon the closing of the merger,
gach share of Piedmont commen stock issued and outstanding immediately
prior to the closing will be converted automatically into the right to receive
$60 in cash per share. In addition, Duke Energy will assume Piedmont's
existing debt, which was approximately $1.9 billion at October 31, 2015, the
end of Piedmont's most recent fiscal year. Duke Energy expects to finance
the transaction with a combination of debt, equity issuances and other cash
sources. As of December 31, 2015, Duke Energy entered into $300 million of
forward starling interest rate swaps to lock in components of interest rates
for the expected financing. The change in the fair value of the swaps from
inception to December 31, 2015, was not material. For additional information
on the forward-starling swaps, see Note 14.

In connection with the Merger Agreement with Piedmont, Duke Energy
entered into a $4.9 billion senior unsecured bridge financing facility (Bridge
Facility) with Barclays Capital, In¢. {Barclays). The Bridge Facility, if drawn
upon, may be used to (i) fund the cash consideration for the transaction
and (ji} pay certain fees and expenses in connection with the transaction.

In November 2015, Barclays syndicated its commitment under the Bridge
Facility to a broader group of lenders. Duke Energy does not expect to draw
upon the Bridge Facility.

The Federal Trade Commission {FTC} has granted early termination
of the 30-day waiting period under the federal Hart-Scott-Redino Antitrust
Improvements Act of 1976. On January 22, 2016, shareholders of Piadmont
Natural Gas approved the company's acquisition by Duke Energy. On
January 15, 2016, Duke Energy filed for approval of the transaction and
associated financing requests with the NCUC, On January 29, 2016, the
NCUC approved the financing requests. On January 15, 2016, Duke Energy
and Piedmont filed a joint request with the Tennessee Regulatory Authority for
approval of a change in control of Piedmant that will resuit from Duke Energy's
acquisition of Piedmont, In that request, Duke Energy and Piedmont requested
that the Authority approve the change in control on or before April 30, 2016.
Subject to receipt of required regulatory approvals and mesting closing
conditions, Duke Energy and Piedmant target a ¢losing by the end of 2016.

On December 11, 2015, Duke Energy Kentucky filed a declaratory
request with the KPSC seeking a finding that the transaction does not
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constitute a change in control of Duke Energy Kentucky requiring KPSC
approval. Duke Energy also presented the transaction fer information before
the PSCSC on January 13, 2016.

The Merger Agreement contains certain termination rights for both Duke
Energy and Piedmont, and provides that, upon fermination of the Merger
Agreement under specified circumstances, Duke Energy would be required
to pay a termination {ee of $250 million to Piedmont and Piedmont would be
required ta pay Duke Energy a termination fee of $125 million.

See Note 4 for additional information regarding Duke Energy and
Piedmont’s joint investment in Atlantfc Coast Pipeling, LLG (ACP).

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 assats, 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 assef acquisition. The purchase resulted in
the acquisition of a total of approximately 700 megawatts (MW) of generating
capacity at Brunswick Nuclear Plant, Shearon Harris Nuclear Plant, Mayo Steam
Plant and Roxboro Steam Plant. In connection with this transaction, Duke Energy
Progress and NCEMPA entered inta a 30-year wholesale power agreement,
whereby Duke Energy Progress will sell power fo NCEMPA to continue to meet
the needs of NCEMPA customers.

The purchase price exceeds the historical carrying value of the acquired
assets by $350 million, which was recognized as an acquisition adjustment,
recorded in property, plant and equipment, Duke Energy Progress received FERC
appraval for inclusion of the acquisition adjustment in wholesale power formula
rates on December 9, 2014. On July 8, 2015, the NCUC adopted a new rule
that enables a rider mechanism for recovery of the costs to acquire, operate
and maintain interests in the assets purchased as allocated to Duke Energy
Progress' Nerth Carolina retail operations, including the acquisition adjustment.
Pursuant to the NCUC's approval, Duke Energy Progress implemented a rider
to recover costs associated with the NCEMPA asset acquisition effective
December 1, 2015. Duke Energy Progress also received an order from the
PSCSC to defer the recovery of the South Carolina retail allocated costs of the
asset purchased until the Company's next general rate case.

Assets Acquired

The ownership interests in generating assets acquired are subject to rate-
setting authority of the FERC, NCUC and PSCSC and accordingly, the assets arg
recorded at historical cost. The assets acquired are presented in the following
table.

{in millions}

Inventary $ 56
Net property, plant and equipment 845
Total assets m
Acquisition adjustment, recorded within property, plant and equipment 350
Yotal purchase price 5§ 1251

In connection with the acquisition, Duke Energy Progress acquired
NCEMPA's nuclear decommissioning trust fund assets of $287 mitlion and
assumed asset retirement obligations of $204 million associated with NCEMPA's
interest in the generation assets. The nuclear degommissioning frust fund and
the assat retirement obligation are subject to regulatory accounting treatment.
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DISPOSITIONS Midwest Generation Exit

Potential Sale of International Energy Duke Energy, through indirect subsidiasies, completed the sale of the
) o nonregulated Midwest generation business and Duke Energy Retail Sales
On February 18, 2016, Duke Energy announced it had initiated a process (callectively, the Disposal Group) to a subsidiary of Dynegy on April 2, 2015,

to divest the International Energy business segment, excluding the equity for appraximately $2.8 billion in cash. On April 1, 2015, prior o the sale, Duke
method investment in National Methanol Company (NMC). Duke Energy is in Energy Ohio disiributed its indirect ownership interest in the nonregulated

the preliminary stage and there have been no binding or nor-binding offers Midwast generation business to a subsidiary of Duke Energy Corporation,
raquested or submitted. Duke Energy can provide no assurance that this process

will result in a transaction and there is no Specific timeline for execution of a The assets and liabilities of the Disposal Group prior to the salg were
potential transaction. Proceads from a successful exit would be used by Duke included in the Commercial Portfalio (formerly Commercial Power) segment

Energy to fund the operations and growth of domestic businesses. If the potential 514 classified as held for sale in Duke Energy’s and Duke Energy Ohio's
of a sale were to progress, it could result in classification of International Energy Consolidated Balance Sheet at December 31, 2014. The following table presents

as assets held for sale and as a discontinued operation. As of December 31, information at the time of the sale related to the Duke Energy Ohio generation
2015, the International Energy segment had a carrying value of approximately plants included in the Disposal Group.

$2.7 billion, adjusted to include the cumulative foreign currency translation
losses currently classified as accumulated other comprehensive income.

Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacity® Capacity Interest
Stuarte@ Fossil Steam Coal OH 2,308 900 39%
Zimmer® Fossil Steam Coal OH [,300 603 46.5%
Hanging Rock Combined Cycle Gas OH [,226 1,226 100%
Miami Fort (Units 7 and 8)® Fossil Steam Coal OH 1,020 652 64%
Conesvillgtee Fossil Steam Coal OH 780 312 40%
Washington Combined Cycle Gas OH 617 617 100%
Fayette Combined Cycle Gas PA 614 614 100%
Killen®¥® Fossil Steam Coal OH 600 198 33%
lLes Combustion Turbine Gas IL 568 568 100%
Dick's Creek Combustion Terbine Gas OH 136 136 100%
Miami Fort Combustion Terbine Qil OH 36 36 100%
Total Midwest Generation 9,225 53,884
(a) Jointly owned with American Electric Power Generation Resources and The Dayton Power and Light Company,
{h)  Jointly owned with The Dayton Power and Light Company,
{c) Notaperated by Duke Energy Ohia,
(d} Tota! MW capacity is based on summer capacity.
The Disposal Group also included a retail sales business awned by Duke Duke Energy
Energy. In the second quarter of 2014, Duke Energy Qhio removed Ohio Valley
Electric Carporation's (OVEC) purchase power agreement from the Disposal Years Ended December 31,
Group as it no longer intended to sell it with the Disposal Group. S
The results of operations of the Disposal Group prior to the date of sale {in ""I.I""'S) 2013 2024 213
are classified as discontinued operations in the accompanying Conselidated Operating Revenues $ 583 178 51885
Statements of Operations and Comprehensive Income. Certain immaterial costs ~ L0SS on disposition® 4a) - (529) —
that were eliminated as a result of the sale remained in continuing operations. .
The foflowing table presents the results of discontinued operations. Ingome (loss) before income taxes"” P § @ 3w
Income tax exgense (benfit) 26 (294 36
Income (Ioss) from discontinued operations of the
Disposal Group 33 (5249 83
Other, net of tax® 13 (52) 1

Income (Loss) From Discontinued Operations, netoftax $ 20 § (576) § 86

{a) The Loss on disposition includes impairments recorded to adjust the carrying amount of the assets to the
estimated fair valua of the busingss, based on the selling price to Dynagy less cost to sell,

{b) The Incame (loss) before income taxes includes the pretax impact of an $81 million charga for the
settlement agreement reached in a lawsuit related to the Oisposal Group for the year ended December 31,
2015. Refer to Mote 5 for further Information ralzted fo the lawsult,

{c) Relates to discontinued operations of businesses not related fo the Disposal Group. Amounts Include
indemnifications provided for certain legal, tax and environmental matiers, and foreign currency
transiation adjustments.
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Duke Energy Ohio
Years Ended December 31,

(in millions) 2015 2014 2013
Operating Revenues $ 412 % 1299 3 1503
Loss on disposition® (32} {959) —
Income (loss) before income taxes™ $ 4 0§ (B § 67
Ingome tax expense (benefil) 21 (300 32
Income (Loss) From Discontinued Operations,

net of Lax $§ 23 % 563§ 35

{a) The Loss on disposition includes impairments recorded to adjust the carrying amaunt of the assets to the
estirmated fair value of the busingss, based on the selling price to Dynegy less cost to sell,
{t) The Income (loss) befare income taxes includes the pretax impact of an $51 million charge for the

settlement agreement reached in a lawsuit refated to the Disposal Group for the year ended Oecember 31,

2015, respectively. Refer 1o Note 5 for further information refated e the lawsult

Commercial Portfolio has a revolving credit agreement (RCA} which
was used to support the aperations of the nonregulated Midwest generation
business. Interest expense assaciated with the RCA was allocated to
discontinued eperations. No other interest expense related ta carporate level
dabt was allocated to discontinued aperations.

Duke Energy Ohio had a power purchase agreement with the Dispasal
Group for a portion of its standard service offer {SS0} supply requirement.
The agreement and the SSO expired in May 2015, Duke Energy received
reimbursement for transition services provided to Dynegy through December
2015. The confinuing cash flows were not considered direct cash flows or
material, Duke Energy or Duke Energy Ohio did not significantly influence the
aperations of the Disposal Group during the transition service perfod.

See Notes 4 and 5 for a discussion of contingencies related to the
Disposal Group that are retained by Duke Energy Ohio subsequent to the sale.
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3. BUSINESS SEGMENTS

Duke Erergy evaluates segment performance based on segment income.
Segment income is defined as income from continuing operations net of income
attributable to noncontrolling interests. Segment incame, as discussed balow,
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
in¢luded 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 performance,

Products and services are seid 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

Duke Energy has the following reportable operating segments: Regulated
Utilities, International Energy and Commercial Portfolio,

Regulated Utilities conducts efectric and natural gas operations that are
substantially all regulated and, accordingly, qualify for regulatory accounting
treatment. These operatians are primarily conducted through the Subsidiary
Repistrants and are subject fo the rules and regutations of the FERC, NRC,
NCUC, PSCSC, FPSC, PUCQ, IURC and KPSC.

International Energy principally operates and manages power generation
facilities and engages in sales and marketing of electric power, natural gas
and natural gas liguids cutside the U.S. Its activities principally target power
generation in Latin America. Additionally, International Energy owns a 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 2ccounting. On February 4, 2016, Duke Energy announced
it had initiated a process to divest its International Energy business segment,
excluding the investment in NMC. See Note 2 for further information.

Commereial Portfolio builds, develops and operates wind and sofar
renewable ganeration and energy transmission projects throughout the U.S.

The segment was renamed as a result of the sale of the Disposal Group, as
discussed in Note 2. For periods subsequent to the sale, beginning in the second
quarter af 2015, certain immaterial resuits of operations and related assets
previously presented in the Commarcial Portolio segment are presented in
Regulated Utilities and Other.

The remainder of Duke Energy's operations is presented as Qther, 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, Bisor Insurance
Company Limited (Bison). On December 31, 2013, Duke Energy sold its interest
in DukeNet Communications Heldings, LLC (DukeNet) to Time Warner Cable, Inc.
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Year Ended December 31, 2015

Total
Regulated International Commercial Reportable
(in millions) Uitilities Energy Portfolio Segments Other Eliminations Total
Unaffiliated Revenuas $ 22024 $ 1,088 $ 3m $ 13413 § 48 § — 5§ 23459
Intersegment Revenues 38 — — k| mn {115) —
Total Revenues § 22,062 $ 1,088 $ 30 $ 23481 $ 113 $ (115) § 23459
Interest Expense $ 1,097 § 85 § 4 $ 1226 $ 393 $ (&5 1613
Depreciation and amortization 2,814 92 104 3,010 134 —_ 3,144
Equity in eamings of unconsolidated affiliates ()] 74 3 67 2 — 69
Income tax expense (benafit) 1647 74 92 1,629 (303) — 1,326
Segment income (loss)RolR® 2,893 225 4 3,122 (322) &) 2,796
Add hack noncontrolling interast component 15
Income from discontinued operations, net of tax® 20
Net income $ 2831
Capital investments expenditures and acquisitions % 6974 $ 45 $113 $ 8150 § 213 $ — § 8383
Segment Assets 111,562 3,271 4,010 118,843 2,125 188 121,156

{a) Regulated Utilities includes an after-tax charge of $58 million related to the Edwardspart settiement. Refer to Note 4 far furlher information.

{b)  Commercizl Portfolio includes state tax expense of 3£ million, resulting frem changes to state apperfionment factors due to the szle of (e Dispasal Growp, that des not qualify Tor tiscontinued operations.
Refer to Note 2 for further information related to the sale.

{6} Other includes $60 million of after-lax cosls to achieve mergers.

{d) Otherincludes an after-tax charge of $77 millian related to cost savings initiatives. Refer to Note 19 for further information refated to the cost savings initiatives.

te) Includes after-tax impact of $53 million for the settlement agreement reached in a lawsuit related to the Disposal Group. Refer to Note 5 far further information related to he lawsuit.

Year Ended December 31, 2014

Total
Regulated International Commercial Reportabls
(in millions) Utilities Energy Portfolio Segments Other Eliminations Total
Unaffiliated Revenues $ 22,228 $ 1417 § 255 $ 23,900 $ X $ — 2392
intersegment Revenues 43 rm — 43 80 {123) —
Total Revanues $ 22271 $ 1417 $ 255 $ 23943 $ 105 $(123) § 23925
Interest Fxpense $ 1,003 $ 9% $ 58 $ L2443 40D § (20§ 1622
Depreciation and amortization 2,759 97 92 2948 118 — 3,066
Equity in earnings of unconsalidated affiliates 3 120 10 i27 3 —_ 130
Income tax expense (benefit)®@ 1,628 449 (171) 1,906 (237 — 1,669
Segment income (logs) B 2195 53 {55) 2,795 {334) {1y 2451
Add back noncontrolfing interest component i4
Loss from discontinued operations, net of tax (576)
Netincome $ 1889
Capital investments expenditures and acquisitions $ 474 $ 67 $ 555 $ 5366 % 162 $ — § 5528
Segment Assets 106,574 5,003 6,278 117,945 2423 189 120,557
(a) International Energy includes a tax adjustment of $373 millian related to deferred tax impact resulting fram the decision to repatrizte all cumulative histarical undistributed foreign earnings. See Nota 22 for additional

information.
()  Commercial Portialio recordsd a $94 million pratax impairment charge related to GVEC,
{¢) Otherincludes costs to achieve mergers.
(d) Regulated Utilities includes an increase in the itigation reserve related ta the criminal investigation of the Dan River coal ash spill. See Note § for additional information,
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Year Ended December 31, 2013

Total

Regulated  International Commercial Reportable
(in millions) Utilities Energy Portfolio Segments Other  Eliminations Total
Unafiliated Revenues@®e $20871 $ 1,546 $ 254 $ 22671 3 85 $ — § 2275
Intersegment Revenues 39 _ 6 15 90 {135} _
Total Revenues $ 20,810 $ 1,546 $ 260 $ 22716 3§ 175 ${135) $ 227%
Interest Fxpense $ 986 $ 8 $ 6l $ L133  § 416 $ 6 § L1843
Oepreciation and amortization 2,323 100 110 2,533 135 — 2,668
Equity in eamings of unconsolidated affiliates (1 110 7 116 6 — 122
Income tax expense (benefit) 1,522 166 {148} 1,540 {335 —_ 1,205
Segment income (lpss) &g 2,504 408 (88) 2824 (238} (12} 2574
Add back nancontrolling interest component 16
Income from discontinued operaticns, net of tax 86
Net income $ 2676
Capital investments expenditures and acquisitions $ 5049 $ 67 $ 268 $ 5384 3 223 $ — $ 5607
Segment Assets 99,884 4,548 6,935 111,837 2,754 188 114779

{a) In May 2013, the PUCO zpproved a Duke Energy Ohio setllement agreement that provides for a net annual ingrease in electric distribution revenues beginning in May 2013, This rate increase impacts Regulated Utilities.

{b) InJune 2013, NCUC approved a Duke Energy Progress settlement agreement that included an increase in rates in the first year baginning in June 2013, This rate increase impacts Regulated Uilities.

{c) InSeptember 2013, Duke Energy Caralinas implemented revised customer rates approved by the NCUC and the PSCSC. These rate increases impact Regulated Utilities.

{d) Regulated Utiltias recorded an impairment charge related to Duke Energy Flerida's Crystal River Unit 3. See Note 4 for additienal information.

{e) Regulated Ulilities recorded an impairment charge related 1o the letter Duke Encrgy Progress filed with the NRC requesting the NRC ta suspend its review activities associated with the combined construction and operating
license (COL) at the Hamis site. Regulated Utilities also recarded an impairment charge related to the write-off of the wholesale portion of the Levy investments at Duke Energy Florida in accordance with the 2013 Settlement,
Sea Note 4 for additional information.

(R Otherincludes costs to achiove mergers.

(@ Otherincludes gain from the sale of Duke Energy's ownership interest in DukeNet. See Note 12 for additional information on the sale of DukeMet.

Geographical Information

Latin
{in millions) U.S.  America® Consolidated
2015
Consolidated revenues $2311 % 1,088 $ 23,459
Consolidated long-lived assets 87,552 2012 89,564
2014
Consolidated revenues $22508 3 1417 323925
Consolidated long-lived assets 80,709 2458 83,167
2013
Consolidated revenues $21,211 % 1545 $ 22,756
Consolidated long-lived assets 78,581 2,181 81,362
{a) Change in amounts of long-lived assets in Latin America includes fereign curmency franslation adjustments on property, plant and squipment and other long-lived asset balances.
Products and Services
The following table summarizes revenues of the reportable segments by type.

Retail Whalesale Retail Wholesale Total
{in millions) Electric Electric Hatural Gas Natural Gas Qther Revenues
2015
Regulated Utilities $ 18,695 $ 2,014 $ 548 $ — $ 807 422,082
[nternational Enesgy — 1025 — 63 — 1,088
Commercial Portfolio — 260 — — 41 301
Total Reportable Segments $ 18,695 $ 3,209 $ 548 $ 63 $ 848 $23451
2014
Regulatad Utilities $ 19,007 $ 1,879 $ 571 $ — $ 814 $22.211
Internaticnal Energy — 1,326 — 91 — 1417
Commercial Portiolio — 255 — — — 255
Total Reportable Segments $ 19,007 $ 3,460 $ 571 $ 9 $ 814 $ 23943
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2013

Regulated Utilities $ 17,837 $ 1720 $ 506 $ — $ 847 $ 20,910
International Energy — 1447 — 59 — 1,546
Commercial Portfolio — 260 — — — 260

Total Reportable Segments

$ 17,837 $ 3427 $ 506 $ 89

§ 847 $22,716

DUKE EXERGY OHIO

Duke Energy Ohio had two repartable operating segments, Regulated Utilities and Commercial Portfalio, prior to the sale of the nonregulated Midwest generation
business. As a result of the sale discussed in Note 2, Commergial Portfolio na longer qualifies as a Duke Energy Ohio reportable operating segment. Therefore,
for periods subsequent to the sale, beginning in the second quarter of 2015, all of the remaining assets and related results of operations previously presented in

Commercial Portfolio are presented in Regulated Utilities and Other.

Regulated Utilities transmits and distributes eleciricity in portions of Ohio and generates, distributes and sells electricity in portions of Kentucky. Regulated
Utilities also transports and sells natural gas in portions of Chio and northem Kentucky. It conducts operations primarily through Duke Energy Ohio and its wholly

owned subsidiary, Duke Energy Kentucky.

Other is primarily comprised of governance costs allecated by its parent, Duke Energy, and revenues and expenses related fo Duke Energy Ohia's contractual
arrangement to buy power irom OVEC’s power plants. For addiional information on related party transactions refer to Note 9. See Note 13 for additional information.
All of Duke Energy Ohio's revenues are generated domestically and its long-lived assets are all in the U.S.

Year Ended December 31, 2015

Total
Regulated Commercial Reportable
{in millions) Utitities Perifolio Segments Other Eliminations Total
Unaffiliated revenues $ 1,872 $ 14 $ 1886 $ 19 § — $1905
Intersegment revenues 1 — 1 —_ 1) —
Total revenues $1813 $§ 14 $ 13887 $ 19 $ (1) $1905
Inferest expense $ 18 $ — 4 18 $ 1 $ — s 1
Depreciation and 2amortization 22 — 226 1 — m
Income tax expense (benefit) 109 (8 100 (19 — 81
Segment income (loss) 191 (8) 18 33) {1) 149
Income from discontinued operations, net of tax b4
Net income $ 112
Capital expenditures $ 399 $ — $ 3 0§ — $ — § 399
Segment assets 1,060 — 1,060 55 8 1,087
Year Ended Qecember 31, 2014
Total
Repulated Commercial Reportable
(in mitlions) Utilities Portfolio Segments Other Eliminations Total
Unaffiliated revenues $ 1,804 $ 19 $ 1913 $ — $§ — $193
Intersegment revenues 1 — 1 — (1 —
Total revenues $ 1,895 $ 19 $ 1914 $ — $ () $ 1913
Interest expense $ 8 $ 5 $ g6 § — $§ — § 86
Depreciation and amortization 211 2 213 l — 214
Income tax expense (benefit) 117 (67 50 n — a3
Segment income (loss)® 202 (121) 81 (13 — 68
Income from discontinued aperations, net of fax (563)
Net loss $ 495
Capital expenditures $ 300 § 22 $ 32 § — $§ — $ 2
Segment assets 6,902 3,187 10,089 134 {230y 9,993

{a} Commercial Partfalio recorded a $94 million pretax impairment charge related to OVEC,
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Year Ended December 31, 2013

Total

Regulated Commercial Reportable
(in millions) Lilities Portfalio Segments Other Eliminations Total
Total revenues $ 1,765 $ 40 $ 1805 $ — § — 3 1805
Interest expanse $ M § — $ 4 $ — $§ — § M
Depreciation and amortization 200 13 213 — — 213
Income {ax expense (benefit) 9 (35) 53 (12} — 13
Segment income {loss) 151 (65) 86 (19} — 87
Income from discontinued operations, net of tax 35
Net income $ 102
Capital expenditures $ 375 $ 58 $ 433 § — $ — § 41
Segment assets 5,648 4,170 10,819 99 (155 10,783

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, Regulated Utilities, which generates, transmits, distributes and sells
electricity. The remainder of each company's operatiens 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 alse includes interest expense on corporate debt instruments of $240 million, $241 million and $300
million for the vears ended December 31, 2015, 2014 and 2013. The following table summarizes the net loss for Gther for each of these entities.

Years Ended December 31,

{in milliens} 2015 2014 2013
Duke Energy Caralinas $ 03 09 $@n
Progress Energy (159) (190 (241)
Duke Energy Progress (32) (31 {46)
QOuke Energy Florida (16) (19) 24
Duke Energy Indiana (i (3] {16)

Duke Energy Progress eamed approximately 10 percent of its consolidated eperating revenues from North Carolina Eleciric Membership Corporation (NCEMC)
in 2015. These revenues refate to wholesale contracts and transmission revenues. The assets Duke Energy Carolinas, Pragress Energy, Duke Energy Progress, Duke
Energy Florida and Duke Energy Indiana are substantiaily all included within the Regulated Utilities segment at December 31, 2015, 2014 and 2013.
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4. REGULATORY MATTERS

REGULATORY ASSETS AND LIABILITIES

The Duke Energy Registrants record regulatory assets and liabilities that result from the ratemaking pracess. See Note 1 for further information.
The following tables present the regulaiory assets and liabilities recorded on the Conselidated Balance Sheets.

December 31, 2015
Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy  Energy Energy
{in millions) Energy  Carolinas Energy  Progress Florida Ohie  Indiana
Regulatory Assets
Asset retirement obligations — ceal ash $ 2,555 $1,120 $1,394 $1,386 $ 8 $ 4 $
Asset retirement obligations — nuctear and other 838 104 487 185 292 — _
Accrued pension and OPEB 2,151 479 807 366 441 139 0
Retired genaration facilities 509 49 409 179 230 — 51
Bebt fair value adjustment 1,181 — — — — — —
Net regulatory asset related ta income taxes 1,075 064 318 108 212 55 120
Nuclear asset secunitizable balance, net 1,231 — 1,231 —_ 1,237 — —_
Hedge costs and other deferrals T 127 410 m 239 1 Vi
Demand side management (DSM)/Energy efficiency (EE) 340 80 50 237 13 10 —
Grid Modemization 68 — — - —_— 68 —_
Vacation accrual 192 79 38 38 — 5 10
Deferred fuel and purchased power 151 il 129 93 k] 1 —
Nuclear deferral 245 107 138 62 76 — —_
Post-in-service camrying costs and defemed operating expenses 383 87 38 38 — 2 221
Gasification services agreement buyout 32 —_ —_ — — —_ 32
Transmission expansion obligation 12 — — —_ — 12 —
Manufactured gas plant (MGP) 104 — — — —_ 104 —_
NCEMPA deferrals n — 21 21 — - —
East Bend deferrals 16 —_ — — — 16 —
Qther 499 24 121 §2 k] 31 94
Total regulatory assets 12,250 307 5,787 2,914 2,823 533 18
Less: current portion 877 305 362 264 98 36 102
Total noncurrent regulatory assets 311,373 $2,766 $5,435 $2,110 $2725 $497 $716
December 31, 2013
Duke Duke Duke Duske Duke
Duke Energy  Progress Energy  Energy  Energy Enerpy
(in millions} Energy  Carolinas Energy  Progress  Florida Ohio  Indiana
Regulatory Liahilities
Costs of removal $ 5,329 $2413 $2,078 $1,725 $353 $222 $618
Amounts to be refunded to customers n — — —_ — — 1
Storm reserve 150 24 125 — 125 1 —
Accrued pension and OPEB 288 68 51 5 26 2 83
Deferred fuel and purchased power )} | L] 255 58 197 1 —_
Other ' 506 261 154 155 8 12 46
Total regulatery liabilities 6,655 2,341 2,873 1,563 709 257 816
Less: current portion 400 39 286 83 200 12 62
Total noncurrent regulatory liabilities $ 6,255 $2,802 $2,387 $1,878 $309 $24% $754
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December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy  Energy Energy
{in millions} Energy  Carolinas Energy  Progress  Florida Ohie  Indiana
Regulatory Assets
Asset retirement obligations - coal ash $ 1,992 $ 840 $1,152 $L152 § — $— $—
Asset retirement obligations — nuclear and other 1,025 67 730 432 298 — —
Accrued pension and OPEB 2,013 412 812 354 458 132 217
Retired generation facilities 1,659 58 1,545 182 1,393 — 56
Debt fair value adjustment 1,305 — — — — — —_
Net regulatory asset related to income taxes 1,144 614 354 141 213 64 111
Hedge costs and other deferrals 628 103 490 217 273 7 28
DSM/EE 330 106 203 193 10 21 —
Grid Modernization 76 — — — — 76 —
Vacation accrual 213 86 46 46 — ) 12
Deferred fuel and purchased power 246 50 182 138 14 9 5
Nuclear deferral 296 141 155 43 112 — —
Post-in-service carrying costs and deferred operating expenses 494 124 121 28 93 21 228
Gasification secvices agreement buyout 53 — — — — — 55
Transmissian expansion obligation 70 — — — — 74 —
MGP 115 — — ~~— — 115 —
Other 494 263 109 66 12 36 66
Total regulatory assels 12,157 2864 5,899 2,962 2,936 561 778
Less: current portion 1,115 398 491 287 203 49 93
Total noncurrent regulatory assets $11,042 $2,065 $5,408 $2675 52733 $512 $685
December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy  Energy  Energy
(in millions} Energy Garolinas  Energy  Progress  Florida Ohio  Indiana
Regulatory Liahilities
Costs of removal $ 5221 $2420 3 1975 $1692 ¢ 283  § 222 $ 613
Amounts to be refunded to customers 166 — 70 — i1 — 9%
Storm reserve 150 25 125 — 125 — —
Accrued pension and OPEB 9 76 121 61 60 19 9
Deferred fuel and purchased power ¥ 6 23 | — — 8
Other 444 217 171 127 44 10 42
Total regulatory liabilities 6,397 2,744 2,485 1,903 582 251 850
Less: current portion 204 34 106 ) 35 10 54
Tota! nancurrent regulatory liabilities $ 6,193 $2710  $ 237 $1832 ¢ 547t $ 79
Descriptions of ragulatory assets and liabilities, summarized in the tables obligations relate primarily to decommissioning nuclear power facilities. The
above, as well as their recovery and amortization periods follow. [tems are amounts also include certain deferred gains on NDTF investments. The racovery
excluded from rate base unless otherwise noted. periad for costs refated to nuclear facilittes runs through the decommissioning
Asset retirement obligations — coal ash. Represents regulatory assets period of each nuclear unit, the |atest of which is currently estimated to be
including deferred depreciation and accretion related to the legal obligation 2086. See Notes 1 and 9 for additional information,
to close ash basins. The costs are deferred until recovery treatment has bean Accrued pension and OPEB. Accrued pension and OPEB represent
determined. The recovery period for these costs has yet to be established. Duke regulatory assets and liabilities refated to each of the Duke Energy Registrants’
Energy Carolinas, Duke Energy Progress and Duke Energy Ohio earn a debt respectiva shares of unrecognized actuarial gains and losses and unrecognized
return on their expenditures. See Notes 1 and 9 for additional information. prior service cost and credit attribitable to Duke Energy's pension plans and
Asset retirement ebligations — nuclear and other. Represents (OPEB plans. The regulatory asset or liability is amortized with the recognition
regulatory assets, including deferred depreciation and accretion, related fo of actuarial gains and losses and prior service cost and credit to net periodic
legal obligations associated with the future retirement of property, plant and henefit costs for pension and OPEB plans. See Note 21 for additional detail.

equipment, excluding amounts related o coal ash. The Asset retirement
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Retired generation facifities. Duke Energy Florida earns a full return
on a portion of the regulatory asset related to the retired nuclear plant currently
recavered in the nuclear cost recovery clause {NCRC), with the remaining
portion earning a reduced return. Duke Energy Carolinas earns a return on the
outstanding retaif balance with recovery periods ranging fram five fo 10 years.
Duke Energy Progress eams a refurn on the outstanding balance with recovery
over a periad of 10 years 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 balancas and the costs are
included in rate base.

Debt fair value adjustment. Purchase accounting adjustment recorded
to state the carrying value of Progress Energy at fair value in connection with the
2012 merger, Amount is amortized over the life of the related deit.

Net regulatory asset related to income 1axes. 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 Duke Energy, Duke Energy Carolinas, Progress Energy and
Duke Energy Progress include regulatory diabilities related to the change in the
North Caralina corporate tax rate discussed in Note 22

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 deferred operating expenses expected to
be securitized in 2016 upon issuance of the associated bonds, The regulatory
asset balance is net of the AFUDC equity portion of the $1.283 hillion amount
approved by the FPSC. The regulatory asset balance approved for recovery by
the FPSC will earn a reduced return until the expected bond issuance, after
which it will earn a return in rates to recover the interest cosis of the associated
debt. Once bends are issued, the balance will be recovered over approximately
20 years. This regulatory asset is not included in rate base.

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 seftled. The recovery period varies for these costs and
currently extends to 2048,

DSM/EE. The recovery period varies for these costs, with some currently
unknown, Duke Energy Caralinas, Duke Energy Progress and Duke Energy Florida
are required to pay interest on the outstanding liabifity balance. Duke Energy
Carolinas, Duke Energy Progress and Duke Energy Florida collect a return on
DSM/EE investments.

Grid Modernization. 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 refail 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,

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
Enesgy Florida earns a return on the retail partion of under-recavered 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 puschased power
costs in both North Carolina and South Carolina and ¢osts of distributed enargy
resource programs in South Carolina. Duke Energy Carolinas and Duke Energy
Progress pay interest on over-recovered ¢osts in North Carolina. Recovery period
is generally over cne year. Duke Energy Indiana recovery pericd is quarterly.
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Nuclear deferral. Includes (i} amounts related to levelizing nuclear plant
outape costs at Duke Energy Carolinas in North Carolina and South Caratina,
and Duke Energy Progress in North 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 aperations and maintenance costs associated
with refueling and (ii} certain deferred preconstruction and carying costs at
Duke Energy Florida as approved by the FPSC primarily associated with Levy,
with a final frue-up to be filed by May 2017,

Post-in-service carrying costs and deferred operaling expenses.
Represents deferred depreciation and aperating expenses as well as carrying
casts on the portion of capital expenditures placed in service buf not yet
reflected in retail rates as plant in service. Duke Energy Caralinas, Duke Energy
Progress, Duke Energy Ohio and Duke Energy Indiana earn a retusn on the
outstanding balance. Duke Energy Florida earns a return at a reduced rate. For
Duke Energy Ohio and Duke Energy Indiana, some amounts are included in rate
hase. Recovery is over various lives, and the latest recovery period is 2082.

Gasification services agreement buyout. The JURC authorized Duke
Energy Indiana to recover costs incurred to buyout a gasification services
agreement, including carrying costs through 2018,

Transiission expansion obiigation, Represents fransmission
expansion obligations related te Duke Energy Ohio's withdrawal from
Midcontinent Independent System Operator, Inc. (MISO}.

MGE Represents remediation costs for former MGP sites. In November
2013, the PUCO approved recovery of costs incurred through 2019. Duke Energy
QOhio does not eam a return on these costs.

NCEMPA deferrafs. Represents retail allocated cost deferrals and
returns associated with the additional ownership inferest in assets acquired
from NCEMPA discussed in Note 2, The North Carolina retail allocated costs are
generally being recovered, over a pericd of time between thres 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 are being deferred
until Duke Energy Progress’ next general rate case, earning a return pursuant to
an order received from the PSCSC.

East Bend deferrais. Represents both deferred aperating expenses and
deferred depreciation as well as carrying costs on the portion of 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 the
settlement of the next 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 te retail customers by the applicable regelatory body. The period of
rafund for Duke Energy Indiana is through 2017.

Storm reserve. Duke Energy Carolinas and Duke Energy Florida are
allowed to petition the PSCSC and FPSC, respectively, to seek recovery of named
storms. Funds are used to offset future incurred costs.

RESTRICTIONS ON THE ABILITY OF CERTAIN SUBSIDIARIES TQ MAKE
DIVIDEKDS, ADVANCES AND LOANS TO DUKE ENERGY

As a condition to the approval of merger transactions, the NCUC,
PSCSC, PUCQ, KPSC and IURC imposed conditions on the ability of Duke
Energy Carolinas, Duke Energy Progress, Duke Energy Ohio, Duke Energy
Keniucky and Duke Energy Indfana 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
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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 Incorparation
which, in certain circumstances, limit their ability te make cash dividends
or distrfbutions an common stock. Amounts restricted as a result of these
provisions were not material at December 31, 2015.

Additionally, certain other subsidiaries of Duke Energy have restrictions
on their ability to dividend, foan 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 requiraments.

Duke Energy CGarolinas

Duke Energy Carolinas must Jimit cumulative distributions subseguent to
mergers to {i} the amount of retained earnings on the day prior to the closing of
the mergers, plus (i) any future earnings recorded.

Duke Energy Progress

Duke Energy Progress must limit cumulative distributions subsequent
to the merger between Duke Energy and Progress Energy to () the amount of
refained earnings on the day prior to the closing of the merger, plus (ii) any
future earnings recorded,

Duke Energy Ohio

Duke Energy Ohio will not declare and pay dividends ¢ut of capital or
unearned surplus without the prior authorization of the PUCO. Duke Energy Ohio
received FERC and PUCQ approval to pay dividends from its equity atcounts
that are reflective of the amount that it would have in its retained eamings
account had push-down accounting for the Cinergy Corp. {Cinergy) merger not
been applied to Duke Erergy Ohio’s balance sheet. The conditions include a
commitment from Duke Energy Ohfo 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 maintaim a minimum of 35 percent equity in its capital
structure.

Duke Energy Indiana

Duke Energy Indiana must limit cumulative distributions subsequent
to the merger betwean Duke Energy and Cinergy to (i) the amount of retained
garnings on the day prior to the closing of the merger, plus (i} 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.

The restrictions discussed above were less than 25 percent of Duke
Energy’s net assets at December 31, 2015.

RATE RELATED INFORMATION

The NCUC, PSCSC, FPSC, IURC, PUCO and KPSC approve rates for
retail electric and natural gas services within their states, The FERC approves
rates for electric salas to wholesale customers served under cost-based rates
{excluding Ohiy and Indjana), as well as sales of transmission service,
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Duke Energy Carolinas

FERC Transmission Return on Equity Complaint

Dn January 7, 2016, a customer group filed a complaint with the FERC
that the rate of return on equity of 10.2 percent in Duke Energy Carolinas’
transmission formula rates is excessive and should be raduced to no higher
than 8.49 percent, effective upon the complaint date. The customer group
requests consolidation with a similar complaint filed against Duke Energy
Progress on the same day. Duke Energy Carolinas cannot predict the outcome of
this matter.

William States Lee Combined Cycle Facility

Dn April 9, 2014, the PSCSC granted Duke Energy Carolinas and NCEMC
a Certificate of Envivenmental 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
Conservatfon League and Southam Aflianca for Clean Energy jointly filad a
Notice of Appeal with the Court of Appeals of South Carofina seeking the court's
review of the PSGSC’s decision, claiming the PSCSC did not properly consider
a request refated to a proposed solar facility prior to granting approval of the
CECPCN. The Court of Appeals affirmed the PSCSC's decision on February 10,
2016. Dn February 23, 2016, the South Carolina Coastal Consetvation League
and Southern Alliance for Clean Energy filed a petition for rehearing with the
Court of Appeals.

William States Lee i Nuclear Station

In Decembar 2007, Duke Energy Carolinas applied o the NRC fora COL
for two Westinghouse AP1000 {advanced passive) reactars for the proposed
William States Lee lll Nuclear Station (Lee Nuclear Station) at a site in Cherokee
County, South Carvlina, Submitting the COL application did not commit Duke
Energy Carofinas to build nuclear units. Through several separate arders,
the NCUC and PSCSC concurred with the prudency of Duke Energy Carolinas
incurring certain project development and pre-construction costs, although
recovery of costs is not guaranteed. Duke Energy Carolinas has incurred
approximately $471 million, including AFUDC through December 31, 2015.

This amount is included in Net property, plant and equipment on Duke Energy
Carolinas’ Consolidated Balance Sheets,

Design changes have been identified in the Westinghouse AP1000
certified design that must be addressad before NRC can complete its review of
the Lee Nuclear Station COL application. These design changes set the schedule
for completion of the NRC COL application review and issuance of the Lee COL.
Receipt of the Lee Nuclear Station COL is currently expected by late 2016.

Duke Energy Progress

FERC Transmission Return on Equity Complaint

On January 7, 2016, a customer group filed a complaint with the FERC
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 tha complaint date. The customer group
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requests consolidation with a similar complaint filed against Duke Energy
Carolinas on the same day. Duke Energy Progress cannot predict the outcome of
this matter.

Sutton Bfack Start Combustion Turbine CPCN

On April 15, 2015, Duke Energy Progress filed a Certificate of Public
Convenience and Necessity (CPCN) application with the NCUC for approval to
construct an 84 MW black start combustion turbine (CT) project at the existing
Sutton Plant (Sutton Black Start CT Project). The Sutton Black Start CT Project
would replace three existing CTs with total capacity of 61 MW with two new 42
MW CT units with black start and fast start capability. In addition to peaking
system capacity, the Sutton Black Start CT Project will provide regional black
start capability and tertiary backup power services far the Brunswick Nuclear
Plant. In June 2015, the Public Staff of the NCUC recommended the NCUC
approve Duke Energy Progress’ application. On August 3, 2015, the NCUG
issued an order granting the application and requiring annual construction and
cost progress reports. The new units 2re expected to be commercially available
in the summer of 2017.

Western Carolinas Modernizatien Plan

In May 2015, Duke Energy Progress announced a $1.1 billion plan to
modernize the Western Carolinas energy system. The plan included retirement
of the Asheville coal-fired plant, building a 650 MW combined-cycle natural gas
power plant, installing solar generation at the site, building new transmission
lines, a new substation and upgrades to area substations. On fune 24, 2015,
the North Caralina governor signed into law the North Caralina Mountain Energy
Act of 2015 (Mountain Energy Act) which provides for an expedited CPCN
pracess for the proposed Asheville combined-cycle project and extends certain
North Carclina Coal Ash Management Act of 2014 (Coal Ash Act) deadlines for
the coal ash basin at the Asheville Plant sits.

On November 4, 2015, in response to community feedback, Duke Energy
Progress announced a revised plan, Tha revised plan replaces the planned 650
MW plant with 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 Carelina. The revised plan has
the same overall preject cost as the original plan, and the plans to install solar
ganeration 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 is also working with the local natural
gas distribution company to upgrade an existing natural gas pipeline to serve
the ratural gas plant, The plan requires various approvals including regulatory
approvals in North Caralina. Duke Energy Progress iiled for a CPCN with the
NCUC for the new gas units on January 15, 2018, At the NCUC's staff
conference on February 22, 2018, the Public Staff recommended approval of the
CPCN for the twe combined-cycle natural gas plants and recommended that the
NCUG not issue a CPCN for the simple cycle unit at this time. The NCUC also
heard arguments from intervenors and Duke Energy Progress. Pursuant io the
Mountain Energy Act, the NCUC's deadline to issue a decision an the CPCN is
February 29, 2016.

The carrying value of the 376 MW Asheville coal-fired plant, including
associated ash basin closure costs, of $548 million is included in Generation
facilities to be retired, net on Duke Energy Progress’ Consolidated Balance Sheet
as of December 31, 2015.
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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 AP1000
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. As a result of the
decision to suspend the COL applications, during the second quarter of 2013,
Duke Energy Progress recorded a pretax impairment charge of $22 million
which represented costs associated with the COL, which were not probable of
recovery. The NCUC and PSCSC have approved deferral for $48 million of retail
costs recorded in Regulatory assets on Duke Energy Progress’ Consolidated
Balance Sheets.

Duke Energy Florida

FERC Transmission Return on Equity Complaint

Seminole Electric Coaperative, Inc, and Florida Municipal Power Agency
filed multiple complaints with the FERC alleging Duke Erergy Florida's currant
rate of return an equity in transmission formula rates of 10.8 percent is
unjust and unreasonable. The latest complaint, filed on August 12, 2D14,
claims the rate of retum on equity should be reduced to 8.69 percent. The
FERC consolidated all complaints for the purposes of settlement, hearing and
decision. On July 21, 2015, the parties filed with the FERC for approval of a
settlement agreement under which (i) Duke Energy Florida will pay a total of
$14.1 million as refunds for 2l periods through December 31, 2014, (i) the rate
of return on equity will be 10 percent effective January 1, 2015, and (i} nane
of the parties will seek a change in the rate of return ¢n equity prior to January
1, 2018. On November 19, 2015, the FERC aperoved the settlement agreement
resolving all complaints. Duke Energy Florida paid $14.1 million in refunds
during December 2015.

Citrus County Combined Cycle Facility

On Qctober 2, 2014, the FPSC granted Duke Energy Florida a
Determination of Need for the construction of a 1,640 MW combined-cycle
natural gas plantin Citrus County, Florida. On May 5, 2015, the Florida
Department of Environmental Protection approved Duka Energy Florida's Site
Certification Application. The facility is expected to be commercially available
in 2018 at an estimated cost of $1.5 billion, including AFUDC. The project
nas received all required permits and approvals and construction bagan in
October 2015,

Purchase of Osprey Energy Center

In Decembar 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 combinad-
cycle natural gas plant in Auburndale, Florida (Qsprey Plant 2cquisition)
for approximately $166 million. On January 30, 2015, Duke Energy Florida
petitioned the FPSC requesting a determination that the Osprey Ptant acquisition
or, alternatively, the censtruction of a 320 MW combustion turbine at its existing
Suwannee genarating facility (Suwannee project} with an estimated cost of $197
million, is the most cost-effective generation alternative to meet Duke Energy
Flarida's remaining generation need prior to 2018, On July 21, 2015, the FPSC
approved the Osprey Plant acquisition as the most cost-effective alternative and
issued an order of approval an July 31, 2015, On July 24, 2015, the FERC issued
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an order approving the Osprey Plant acquisition. Closing of the acquisition is
contingent upen the expiration of the Hart-Scokt-Redina waiting period and is
expected to occur by the first quarter of 2017, upon the expiration of an existing
Power Purchase Agreement between Calpine and Duke Energy Florida.

FPSC Settlement Agreements

On February 22, 2012, the FPSC approved a settlement agreement (the
2012 Settlement) among Duke Energy Florida, the Florida Office of Public
Counsel {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 settlement agreement {the 2013 Settlement) batween
Duke Energy 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} Lewy, (ii} 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 agraements.

Crystal River Unit 3

On February 5, 2013, Duke Energy Florida annourced the retirement of
Crystal River Unit 3. On February 20, 2023, Duke Energy Florida filed with the
NRC a certification of permanent cessation of power operations and permanent
removal of fuel from the reactor vessel. In December 2013, and March 2014,
Duke Energy Florida filed an updated site-specific decommissioning plan with
the NRC and FPSC, respectively. The plar, which was approved by the FPSC in
November 2014, included a decommissioning cost estimate of $1,180 million,
including amounts applicable to joint owners at that time, under the SAFSTOR
option. Duke Energy Flerida's decommissioning study assumes Crystal River
Unit 3 will be in SAFSTOR configuration, requiring limited staffing to manitor
plant conditions, until the eventual dismantling and decontamination activities
to be completed by 2074. This decemmissioning approach is cuerently utilized at
a number of retired domestic nuclear power plants and is one of three accepted
approaches to decommissioning approved by the NRC.

Pursuant to the 2013 Settlement, Duke Energy Florida reclassified all
Crystal River Unit 3 investments, including property, plant and equipment,
nuctear fuel, inventory, and other assets, to regulatory assets. Portions of
the nuclear fuel balances that are under contract for sale were subsequently
moved to Other within Current Assets and Other within Investments and Other
Assets on the Consalidated Balance Sheets. Duke Energy Florida agreed to forgo
recovary of $295 million of regulatory assets and an impairment charge was
recorded in the second quarter of 2013 for this matter. Duke Energy Florida also
accelerated cash recovery of approximately $47 million, net of tax, of the Crystal
River Unit 3 reguiatory asset from retail customers during 2014 and 2015,
through its fuel clause.

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 Enargy Florida’s maotion for
approval of a settlement agreement with intervenors to reduce the valug of the
projected Crystal River Unit 3 regulatory asset to be racoverad 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 assei balance.

in June 2015, the goveror of Florida signed legistation to allow utilities te
securitize certain retired nuclear generation assets, with approval of the FPSC.
On November 19, 2015, the FPSC issued a financing order approving Duke
Energy Florida's request to securitize its unrecovered regulatory asset related
to Crystal River Unit 3 through a debt issuance at a wholly owned special
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puspose entity. Securitization would replace the base rate recovery methodology
authorized by the 2013 Agreament and result in a tower rate impact to
customers with an approximately 20 year recovery pericd. On February 9,
2016, Duke Energy Flotida filed a registration statement for the proposed initial
public offering of the bonds. Use of the registration statement for purposes of
the offering is subjest to review and declaration of its effectiveness by the SEC.
Duke Energy Florida expects to issue securitization bands in the first half of
20186,

In December 2014, the FPSC approved Duke Energy Florida’s decisicn to
construst an independent spent fuel storage installation (ISFSI) and approved
Duke Energy Florida's request to defer amortization of the ISFSI pending
reselution of its 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 will be 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.
Through December 31, 2015 Duke Energy Florida has deferred approximately
$60 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 peried that began in 2013 with a remaining uncollected
balance at December 31, 2015 of $169 million.

Customer Rate Matters

Pursuant to the 2013 Settlement, Duke Energy Florida will maintain base
rates at the cusrent leve] 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 the recovery of the Crystal River Unit 3 regulatory asset
beginning no fater than 2017, unless the regulatory asset is securitized as
discussed above, and 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 untii the earlier of the next rate case filing or March 31, 2019. The
2012 Seftlement also provided for a $150 million increase in base revenug
effective with the first billing cycle of January 2013. If Duke Energy Flarida's
retail base rate earnings fall below the retur on equity range, as reported on
a FPSC-adjusted or pro forma basis on a monthly earnings surveiliance report,
it may petition the FPSC to amand its base rates during the term of the 2013
Settlement,

Duke Energy Florida agreed to refund $388 million to retail customers
through its fuel clause, as required by the 2012 Settlement. At December
31, 2015, $70 million remains to be refunded and is included in Regulatory
liabilities within Current Liabilities on the Consofidated Balance Sheets.

Levy Nuclear Project

On July 28, 2008, Duke Energy Florida applied to the NRC for a COL
for two Westinghouse AP1000 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, togathar with the associated facilities, including transmission fines and
substation facilities. Design changes have been identified in the Westinghouse
AP1000 certified design that must be addressed before the NRC can complete
its review of the Levy COL application, These design changes set the schedufe
for completion of the NRC COL application review and issuance of the Levy COL.
Based on the current review schadule, the Levy COL is currently expected by
late 2016.
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On January 28, 2014, Duke Energy Florida terminated the Levy
engineering, procurement and construction agreement (EPC}. Duke Energy
Florida may be required $o pay for work performed 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 racorded an exit obligation of $25 million in first quarter 2014 for
the termination of the EPC, This liability was recorded within Other in Deferred
Cradits and Other Liabilities with an offset primarily to Regulatory assets an
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 whalesale cost of Levy as a retail regulatory asset and include this
asset as a component of rate base and amortization expense for regulatory
reparting. In accordance with the 2013 Settlement, Duke Energy Florida ceased
amotization of the wholesale allocation of Levy investments against retail rates.
In the second quarter of 2013, Duke Energy Florida recorded a pretax charge of
$65 millien to write off the wholesale partion of Levy invesiments. This amount
is included in Impairment charges on Duke Energy Florida's Statements of
Operations and Comprehensive Income,

On October 27, 2014, the FPSC approved Duke Energy Florida rates for
2015 for Levy as filed and consistent with those established in the 2013 Revised
and Restated Settlement Agreement. Recavery of the remaining retafl 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, 2015, Duke Energy Florida has a net uncollected
investment in Levy of approximately $183 millin, including AFUDG. Of this
amount, $105 millian related to land and the COL is included in Net, property,
plant and equipment and will be recovered through base rates and $78 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 FPSC approved Duke Enargy Florida's petition to
cease collection of the Levy Nuclear Project fived charge beginning with the first
billing cycle in May 2015. On August 18, 2015, the FPSC approved leaving the
Levy Nuclear Project portion of the Nuclear Cost Recovery Clause charge at zero
dolfars 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 fo 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.

Crystal River 1 and 2 Coal Units

Duke Energy Flarida has evaluated Crystal River 1 and 2 coal units for
refirement in order to comply with certain environmental regutations. 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
incusred costs to comply with the Mercury and Air Toxics Standard through the
Environmental Cost Recovery Clause.

Cost of Removal Reserve

The 2012 Settlement and the 2013 Seftlement provide Duke Energy
Florida the discretion to reduce cost of removal amostization expense for a
certain portion of the cost of removal reserve until the earlier of its applicable
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cost of removal reserve reaches zero or the expiration of the 2013 Settlement.
Duke Energy Florida could not reduce amartization expense if the reduction
would cause it fo exceed the appropriate figh point of the return an equity
range. Duke Energy Florida recognized a reduction in amortfzation expense of
$114 million for the year ended December 31, 2013. Duke Energy Florida had
na cost of removal reserves eligible for amortizatien to income remaining after
December 31, 2013.

Duke Enetgy Ohio

Acceferated Natural Gas Service Line Replacement Rider

On January 20, 2015, Duke Energy Ohio filed an application for approval
of an accelerated natural gas servige line replacement program (ASRP). The
ASRP is modeled after the accelerated main replacement program (AMRPS,
which concluded on December 31, 2015. Under the ASRP. Duke Energy Ohio
proposes to replace certain natural gas service fines on an accelerated basis.
The program is proposed to last 10 years. Through the ASRE Duke Energy Ohio
alse proposes 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 2ccomplished. Duke
Energy Ohio projects total capital and operations and maintenance expenditures
under the ASRP to approximate $320 million. The filing also seeks approval of
Rider ASRF, the rider through which expenditures would be recovered. Similar to
the Rider AMRP methodology, Duko Energy Ohio proposes to update Rider ASRP
on an annual basis. Duke Energy Ohio's application is pending befora the PUCO
and it is uncertain when an order wiil be issued.

Intervenors oppose the ASRF, primarily because they believe the program
is neither required nar necessary under federal pipeline ragulation. The hearing
concluded on November 19, 2015 and initial and reply briefs were filed, with
briefing complete on December 23, 2015,

Duke Energy Ghio cannat predict the outcome of this matter,

Energy Efficiency Cost Recovery

On March 28, 2014, Duke Energy Ohio filed an application for recovery
of program costs, lost distribution revenue and performance incentives related
to its energy efficiency and peak demand reduction programs. These programs
are undertaken o comply with environmental mandates set forth in Ohio [aw,
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 amaount of allowed incentive, This
conclusion sepresented a change to the cost recovery mechanism that had
been agreed to by intervenors and agproved by the PUCQ in previous cases.
As a result of the PUCQ's decision, Duke Energy Ohio reversed $23 million in
revenues deemed to be refundable for the period between January 2013 and
April 2015 in second quarter 2015. The PUCQ granted Duke Energy Ohio's
application for rehearing on July 8, 2015. Substantive ruling on the application
for rehearing is pending. The PUCO geanted all applications for rehearing for
future consideration. On January 6, 2016, Duke Energy Ohio and PUCO Staff
entered into @ stipulation, pending PUCO approval, resolving the issues related
to, among other things, perfarmance incentives and the PUCO Staff audit of
2013 costs. Based on this stipulation, in December 2015, Duke Energy Ghio re-
established approximately $20 million of the revenues that had been reversed
in the second quarter. A hearing on the stipulation is scheduled for March 10,
2016. Duke Energy Ohio cannot predict the autcome of this matter.
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East Bend Station

On December 30, 2014, Duke Energy Ohio acquired The Dayton Power
and Light Company’'s (DP&L) 31 percent interest in the jointly owned Easi Bend
Station for appraximately $12.4 million. The purchase price, in accordance with
FERC guidslines, was reflected with the net purchase amount as an increase to
property, plant and equipment as of December 31, 2014 and 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 Aupust 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 purpases and ratemaking,

2014 Electric Sectrity Plan (ESP)

In April 2015, the PUCO modified and approved Duke Energy Ohio's
proposed 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 incrementat distribution
expenses caused by major storms. The PUCO order also appraved a placeholder
tariff for a price stabilization rider, but denied Duke Energy Ohin's specific
request to include Duke Engrgy Ohio’s entitlement to generation from OVEG in
the rider at this time; however, the order allows Duke Energy Chio fo submit
additional information to raquest recovery in the future. On May 4, 2015, Duke
Energy Ohio filed an apglication 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 ¢ase for future consideration. Duke Energy
Ohio cannot pradict the outcome of the appeals in this matter.

During May and November 2015, Duke Energy Ohio completed bwo
competitive bidding processes with results approved by the PUCO to procure a
portion of the supply for its S50 load for the term of the ESP

2012 Natural Gas Rale Case

On November 13, 2013, the PUCO issued an order approving a settlement
among Duke Energy Ohic, the PUICO Staff and intervening parties {the Gas
Settlement). The Gas Settlement provided for (i) no increase in base rates
for natural gas distribution service and (ii) a return on equity of .84 percent.
The Gas Settlement provided for a subsequent hearing on Duke Energy Ohio's
request for rider recovery of environmentai remeadiation costs associated with
its former MGP sites. The PUCO authorized Duke Energy Ohio to recover $56
milfion excluding carrying costs, of environmental remediation costs. The MGP
rider became effective in April 2014 for a five-year period. On March 31, 2014,
Duke Energy Ohio filed an application with the PUCO to adjust the MGP rider for
investigation and remediation costs incurred in 2013.

Certain consumer groups appealed the PUCO's decision autharizing
the MGP rider to the Ohio Supreme Court and asked the court to stay
implementation of the PUCO’s order and collections under the MGF rider
pending their appeal. The Ohio Supreme Court granted the motion to stay
and subsequently requirad the posting of a band to efiectuate the stay. When
the bond was not posted, the PUCO approved Duke Energy Ohio's request, in
January 2015, to reinstate collections under the MGP rider and Duke Energy
Ohio resumed billings. Amounts collected prior to the suspension of the rider
were immaterial. On March 31, 2015, Duke Energy Ohio filed an application to
adjust the MGP rider to recover remediation costs incurred in 2014, Duke Energy
Ohio ¢cannot predict the outcome of the appeal of this matter,
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Regional Transmission Organization (RTO) Realignment

Duke Energy Ohio, including Duke Energy Kentucky, transferred control of
its transmission assets from MISO to PIM Interconnection, LLC (PIM), effactive
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 PIM in the same period or overlapping periods.

On May 25, 2011, the PUCO approved a settlement between Duke
Energy Ohio, Ohio Energy Group, the Office of Ohio Consumess’ Counsel and
the PUCO Staff refated to Duke Energy Ohio’s recovery of certain costs of the
RTO realignment via a non-bypassable rider. Duke Enesgy Ohio is allowed to
recover all MISQ Transmission Expansion Pianning (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.

Upon its exit from MISO on December 31, 2011, Duke Energy Ohio
recorded a liability for its exit abligation and share of MTEP costs, excluding
MVP This liability was recorded within Other fn Current liabilities and Other
in Deferred credits and other liabilities on Duke Enargy Ohia’s Consolidated
Balance Sheets.

The following table provides a reconcitiation of the beginning and ending
balance of Duke Energy Ohio's recorded obligations related to its withdrawal
from MISO. As of December 31, 2015, $72 million is recorded as a Regulatory
asset an Duke Energy Ohio’s Consalidated Balance Sheets.

December 31, Provision / Cash  December 31,
{in milliens) 20014 Adjustments  Reductions 2015
Duke Energy Ohio I W s 13 $ & $ 92

MVP MISO approved 17 MVP proposals prior to Duke Energy Ohio's exit
from MISO on December 31, 2011, Construction of these projects is expacted
to continue through 2020, Casts 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.

0On 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 MISG prior to
January 1, 2012 is consistent with the tariff at the fime of their withdrawal
from MISO and, (i) if not, what the amount of and methodology for calculating
any MVP cost responsibility should be, tn 2012, MISO estimated Duke Energy
Ohio's MVP obligation over the period from 2012 o 2071 at $2.7 billion, on an
endisceunted basis. On July 16, 2013, a FERC Administrative Law Judge (ALJ)
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 averturn the ALI's decision,

On October 29, 2015, the FERC issued an order reversing the AL’s
decision. The FERC ruled the cost allacation 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 November 30, 2015, MISO filed with the
FERC a request for rehearing, Duke Energy Ghio cannot predict the outcome of
this matter.
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FERC Transmission Return on Equity and MTEP Cost Settlement

On Qctober 14, 2011, Duke Energy Ohio and Duke Energy Kentucky
submitted with the FERC proposed modifications to the PJM Interconnection
Open Access Transmission Tariff pertaining to recovery of the transmission
ravenue requirement as PIM transmission owners. The filing was made in
connection with Duke Energy Ohio’s and Duke Energy Kentucky's move from
MISO to PIM effective December 31, 2011, On April 24, 2012, the FERC issued
an order accepting the proposed filing effective January 1, 2012, gxcept that the
order denied a request ta 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
FERC approved a seftlement agreement between Duke Energy Ohio, Dike Energy
Hentucky and six PJM transmission customers with load in the Duke Energy
Ohio and Duke Energy Kentucky zone. The principal terms of the settiement
agreement are that, effeciive upon the date of FERC approval, (i) the return an
equity for whalesale 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 §, 2017, and (iii} Duke Energy Ohio and Duke Energy
Hentucky will racover 30 percent of the wholasale portion of costs arising fram
their abligation to pay any portien of the cests of projects included in any MTEP
that was appraved prior to the date of Duke Energy Ohio's and Duke Energy
Hentucky’s integration into PIM.

Duke Energy Indiana

Edwardsport Integrated Gasification Combined Cycle (1GCC) Plant

On November 20, 2007, the IURG granted Duke Energy Indiana a CPCN
for the construction of the Edwardspart IGCC Plant. The Citizens Action Coalition
of Indiana, Inc., Sierra Club, Inc., Save the Valley, Inc., and Valley Watch, Inc,
{collectively, the Joint Intervenars} were intervenars in several matters related
to the Edwardsport IGCC Plant. The Edwardsport IGCC Plant was placed in
commercial operation in June 2013. Casts for the Edwardsport IGCC Plant
are recovered from retail electric customers via a tracking mechanism, the
[GCC rider.

The ninth semi-annual IGCC rider order was appealed by the Joint
Intervenors. On Sepiember 8, 2014, the Indiana Court of Appeals remanded
the IURC order in the ninth |GCC rider praceeding back to the IURC for further
findings. On February 25, 2015, the IURC issued a new order upholding its prior
decision and provided additional detailed findings. Joint Intervenors appealed
this remand order to the Indiana Court of Appeals. On September 23, 2015, the
Indiana Court of Appeals affirmed the IURC remand decision on one of the key
financial issues. The Indiana Court of Appeals found that there was sufficient
evidence for the IURC to find that the three-month delay in construction for this
time period was not unreasonable and therefare the costs of such delay should
be borne by Duke Energy Indiana customers. The Indiana Court af Appeals found
that the IURC did not support its findings regarding the ratemaking impact of
the tax in-service declaration and reversed and remanded this issue back to the
IURC, with direction to hold further proceedings and issue additional findings
on the issue. On December 10, 2015, the Indiana Court of Appeals denied a
request for rehearing by loint Intervenors, and the decision was not further
appealed. The proceeding will be remanded to the WURG for further procesdings
and additional findings on the tax in-service issue.

The 10th semi-annual IGCC rider order was also appealed by the Joint
Intervenars. On August 21, 2014, the Indiana Court of Appeals affirmed the
IURC order in the 10th IGCC rider proceeding and on October 29, 2014, denied
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the loint Intervenars' request for rehearing, The Joint Intervenors requested the
Indiana Supreme Court to review the degision, which was denied on April 23,
2015, concluding the appeal,

Duke Energy Indiana has filed the 14th and 15th semi-annual IGCC rider
proceadings. The 11th through E5th semi-annuat IGCC riders and a subdocket
to Duke Energy Indiana's fuel adjustment clause are currently in various stages
of approval by the [URC in the filing process. Issues in these filings include
the determination whether the IGCC plant was properly declared in service for
ratemaking purposes in June 2013 and a review of the operational performance
of the plant. On September 17, 2015, Duke Energy Indiana, the Office of Utility
Consumer Counsetor, the Industrial Group and Nucor Steel Indiana reached a
settlement agreement to rasolve these pending issues. On January 15, 2016,
The Citizens Action Coalition of Indiana, Inc., Sierra Club, Save the Valley and
Valley Watch joined the seftlement. The proposed settlement will result in
customers not being billed for previously incurred operating costs of
$87.5 million and for additional Duke Energy Indiana payments and
commitments of $5.5 million for attorneys’ fees and amounts to fund cansumer
programs, Attorneys' fees and expenses for fhe new settling parties will be
addressed in a separate proceeding. Duke Energy Indiana recorded $87.5
million within Impairment charges and $5.5 million within Other Income and
Expenses, net in the Consolidated Statements of Operations and Comprehensive
Income for the 12 menths ended December 31, 2015. Duke Energy Indiana
also recorded an $80.3 million reduction of Regulatory assets within Regulatory
Assets and Deferred Debits, an additional $7.2 million of Other within Defatred
Credits and Other Liabilities and $5.5 million of Accounts payable within
Current Liabilities on the Consolidated Balance Sheets at December 31, 2015.
Additionally, under the proposed settlement, the operating and maintenance
expenses and ongoing maintenance capital at the plant are subject to certain
caps during the years of 2016 and 2017, The revised settlement inciudes a
comritment to either redire or stop burning ceal by December 31, 2022, at
the Gallagher Station. Pursuant to the settlement, the in-service date used for
accounting and ratemaking will remain as June 2013. Remaining deferred costs
will be recavered aver eight years and not eam a carrying cost. The settlement
is subject to IURC approval which is expected in the first half of 2016. As of
December 31, 2015, deferred costs related to the project are approximately
$128 miltion. Future IGCC riders will be filed annually, rather than every six
manths, with the next filing scheduled for first quarter 2017.

Duke Energy Indiana cannet predict the outcome of the settlement of
these matters or future IGCC rider proceedings.

FERC Transmission Return on Equity Compiaint

Customer groups have filed with the FERC 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
MISQ 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 consolidation of
complaints. The motion te consolidate complaints was denied. On January 5,
2015, the FERC issued an order accepting the MISQ transmission awners 0.50
percent 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 reasanable in the penrding return on equity complairt, A hearing in the base
return on equity proceeding was held in August 2015. On December 22, 2015,
the presiding FERC ALJ issued an Initial Decision in which he set the base raie
of return on equity at 10.32 percent. The Initial Becision will be reviewed by
the FERC. Duke Energy Indiana currently believes these matters will have an
immaterial 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 [URC with
an estimated cost of $1.9 billion, focusing on the reliability, integrity and
rmodernization of the transmission and distribution system. [n May 2015, the
IURC denied the criginal proposal due to an insufficient leve! 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 osders and the Indiana Court of Appeals
decisions refated to this new statute. The revised plan uses a combination
of advanced technology and infrastructure upgrades to improve service te
customers and provide them with better information abaut their energy use.
The plan is subject to approval of the IURG, with an order expected in July 2016,
Duke Eneigy Indiana cannot predict the outcome of this matter.

Other Regulatory Matters

Atlantic Coast Pipeline

On September 2, 2014, Duke Energy, Dorminion Resources (Dominion),
Piedmont and AGL Resources announced the formation of a company, ACP to
build and own the proposed Atlantic Coast Pipeline (the pipeline), a 564-mile
interstate natural gas pipeline. The pipeline is designed to meet the needs
identified in requests for proposals by Duke Energy Carolinas, Duke Energy
Progress and Piedmont. Dominion will build and oparata the pipeline and has
a 45 percent ownership percentage in AGP Duke Energy has a 40 percent
ownership interest in AGP through its Commercial Portfolio segment. Piedmont
owns 10 percent and the ramaining share is owned by AGL Resources. Duke
Energy Carolinas and Duke Energy Progress, among others, will be customers of
the pipeline. Purchases will be made under several 20-year supply contracts,
subject to state regulatory approval. In Qctober 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 Conduect provisions relating to contractual and jurisdictional
matters. On September 18, 2015, ACP filed an application with the FERC
requesting a CPCN authorizing ACP to construct the pipeline. ACP requested
appraval of the application by July 1, 201§, to enable construction to begin by
September 2016, with an in-service date of on or before November I, 2018.
ACGP 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.

On October 24, 2015, Duke Energy entered into a Merger Agreement
with Fiedmont, The ACP partnership agreement includes provisions to allow
Daminion an option to purchase additional ownership interest in ACP to
maintain a leading cwnership percentage. Any change in ownership interests
is nat expected to be material to Duke Energy. Refer to Note 2 for further
information related to Duke Energy's proposed acquisition of Piedmont.

Sabal Trail Transmission, LLC (Sabal Trail) Pipeline

(On May 4, 2015, Duke Energy acquired a 7.5 percent ownership interest
from Spectra Energy in the propased 500-mile Sabal Trail natural gas pipeline.
Spectra Energy will continue to own 59.5 percent of the Sabal Trail pipsline
and NextEra Energy will own the remaining 33 percent. The Sabal Trail pipeline
wilk traverse Alabama, Georgia and Florida to meet rapidly prowing demand for
natural gas in those states. The primary customers of the Sabal Trail pipeline,
Duke Energy Florida and Florida Powar & Light Company, have each contracted
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to buy pipeline capacity for 25-year initial terms. Qn February 3, 2016, the FERC
issued an order granting the request fora CPCN to construct and operate the
pipeling. The Sabal Trail pipeline requires additional regulatory appravals and is
scheduled to begin service in 2017.

NC WARN FERC Complaint

On December 16, 2014, North Carolina Waste Awareness and Reductian
Network (NC WARN) filed a complaint with the FERC against Duke Energy
Carclinas and Duke Energy Progress that alleged {i) Duke Energy Carolinas
and Duke Energy Prograss manipulated the electricity market by constructing
costly and unneeded generation facilities leading to unjust and unreasonable
rates; (ii) Duke Energy Carolinas and Duke Energy Progress failed to comply
with Order 1000 by not effectively connecting their transmission systems
with neighboring utilities which also have excess capacity; (i) the plans of
Duke Energy Garolinas and Duke Energy Progress for unrealistic future growth
lead o unnecessary and expensive generating plants; (iv) the FERC should
investigate the practices of Duke Energy Carolinas and Duke Energy Progress
and the potentiat benefits of having them enter into a regional transmission
organization; and (v) the FERC should force Duke Energy Carolinas and Duke
Energy Progress to purchase power from other utilities rather than construct
wasteful and redundant power planis. NC WARN also filed a copy of the
complaing with the PSCSC on January 6, 2015. [n April 2015, the FERC and the
PSCSC issued separate orders dismissing the NC WARN petition, On May 14,
2015, NG WARN filed with FERC a motion for reconsideration which the FERC
denied on November 19, 2015. This matter is now closed.

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 Jaint Dispatch Agreement {JDA) and the joint Open Access
Transmission Tariff, Several intervenors filed requests for rehearing challenging
various aspects of the FERC approval. On October 29, 2014, FERC denied all of
the raquests for rehearing.

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) ard interim firm power sale agreements
during the completion of the transmission projects {Interim FERC Mitigation).
Toe 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. Al of these
projects ware 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. Therefore, Duke Energy Carolinas’ and Duke Energy Progress’
obligations associated with the Interim FERC Mitigatior have terminated. In the
second quarter of 2014, Duke Energy Progress recorded an $18 million partial
reversal of an impairment recorded in the third quarter of 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.
Or: October 29, 2014, 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
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capacity from Duke Energy Carolinas to Duke Energy Progress during summer
off-peak hours. FERC alse ordered that Duke Energy operate certain phase
shifters to create additional import capability and that such operation be
monitored by an independent monitor. Duke Energy does not expect the costs o
comply with this order to be material. FERC also referied Duke Energy’s failure
1o expressly designate the phase shifter reactivation as a mitigation project in
Duke Energy's originat mitigation plan filing in March 2012 to the FERC Office of
Enforcement for further inquiry. Duke Energy cannat predict the outcome of this
additional inquiry.

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 (10 to 20 years), and options being
considered to meet those needs. Recent IRPs filed by the Subsidiary Registrants
included planning assumgtions to potentially retire certain coal-fired generating
facilities in Florida and Indiana earlier than their current estimated useful lives.
These facilities do not have the requisite emission control equipment, primarily
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 evaluatad for poteniial
retirement due to 2 fack of requisite environmental control equipment, Dollar
amounts in the table below are included in Net property, plant and equipment an
the Consalidated Balance Sheets.

December 31, 2015

Duke Duke Energy Duke Energy

Energy Florida® Indiana®

Capacity {in MW) 1,821 873 948
Remaining net book value

{in millions)® § 32 $ 131 $ 221

(2} Remaining net book value amounts presented exclude any capitalized asset retirement costs related to
closure of ash basins.

Iacludes Crystal River Units 1 and 2. Progress Enargy amounts are equal to Duke Energy Florida amounts.
Includes Wabash River Units 2 through 6 and Gallagher Units 2 and 4. Wabash River Linit 6 15 being
evaluated for potential conversion to natural gas. Dukie Energy Indiana committed to retire or convert the
Wabash River Units 2 through 6 by June 2018 in conjunction with a setilement agreement assaciated
with the Edwardsport ir permit. Duke Energy Indiana commitled to either retire or stop Surning coal

a1 Gallagher Units 2 and 4 by December 31, 2022, as part of the proposed setllement of Edwardspart
1GCC matters.

]
(c)

On October 23, 2015, the EPA published in the Fedaral Register the
Clean Power Plan (CPP) rule for regulating carbon dioxide (C0,) emissions from
existing fossil fusl-fired electric generating units (EGUs}. The CPP establishes
C0, emission rates and mass cap goals that apply ta fossil fuel-fired generation,
Underthe CPP states are required io develop and submit a final compliance
plan, or an initial plan with an extension request, to the EPA by September B,
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 fo the EPA or if a state plan is not approved. Legal
challenges to the CPP have been filed by stakeholders and mations to stay the
raquirements 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 CO, reduction targets under he 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
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plants earlier than the current useful tives. Duke Energy continues to avaluate
the need to retire generating facilities and plans to seek regulatory recovery,
where appropriate, for amounts that have not been recovered upon asset
refiremenis. However, recovery is subject to future regulatory approval, including
the recovery of carrying costs on remaining book values, and therefore cannot
de assured.

Refer to the “Western Carolinas Madernization Plan” discussion abave for
details of Duke Energy Progress’ planned retiraments.

5. COMMITMENTS AND CONTINGENCIES

GENERAL INSURANCE

The Duke Energy Registrants have insurance and reinsurance coverage
gither 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 badily injury and property damage;

{ii) workers” compensation; {jii) automobile liability coverage; and (iv) progerty
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 retentians, sublimis,
axclusions, terms and conditions comman 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 Regisirants’ coverage can fluctuate year to
year reflecting claims history and cenditions of the insurance and reinsurance
markets.

In the event of a loss, terms and amounts of insurance and reinsurance
available might net be adequate to cover elaims and other expenses incurred.
Uninsured losses and oiher expenses, to the extent not recovered by ather
sources, could have a material effect on the Duke Energy Registrants’ results of
operations, cash flows ar 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 twa reactors. Oconee has three reactors. The other
joint owners of Catawba reimburse Duke Energy Carolinas for ceriain expenses
associated with nuclear insurance per the Catawba joint owner agreements.

Duke Energy Progress owns and operates the Robinson Nuclear Plant
(Robinson), Brunswigk and Harris. Robinson and Harris each have one reactor,
Brunswick has two reactors.

Duke Energy Florida manages and has a partial ownership interest in
Crystal River Unit 3, which has deen retired. The ather joint owner of Crystal
River Unit 3 reimburses Duke Energy Florida for certain expenses associated
with nuclear insurance per the Crystal River Unit 3 joint owner agreement.
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In the event of a loss, terms and amounts of insurance avaitable might not
be adequate to cover property damage and ather 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 campany is responsible to the extent losses may be excluded or exceed
[imits of the coverage available.

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 magimum total
financial protection liability. The maximum total financial protection tiability,
which is currently $13.5 billian, is subject to change every five years for inilation
and for the oumber of licensed reactors. Total nuclear ahility coverage consists
of a combination of private primary nuclear liability insurance coverage and a
mandatary industry risk-sharing program to provide for excess nuclear liability
coverage above the maximum reasonably avaitable private primary coverage.
The United States Congress could impose revenue-raising measures on the
nuclear industry to pay claims.

Primary Liabilily 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 currently is $375 million per station.

Excess Liability Program

This program provides $13.1 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 103 licensed commercial nuclear reactors in the U.S. Under this
program, licensees could be assessed retrospective premiums to compensate
for public nuelear liability damages in the event of 2 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 Qutage 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, ard premature de¢ommissioning 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 fo maintain
an investment grade credit rating or to ensure collectability of their anrual
retrospective premium obligation by providing a financial guarantes, 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 o regulations of the NRC, each company's property damage
insurance palicies provide that all proceeds from such insurance he applied,
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first, to place the plant in a safe and stable conditicn after a qualifying accident,
and second, to decontaminate the plant before any proceeds can be used for
decommissioning, plant repair or restoration.

Losses resuiting from acts of terrorism are covered as common
oceurrences, 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 ocousred
would share one full limit of liability. The full limit of liability is currenily $3.2
billian. NEIL sublimits the total aggregate for all of their policies for nan-nuclear
terrorist events to approximately $1.83 billion.

Each nuclear facifity has accident property damage, decontamination
and premature decommissiening liability insurance from NEIL with limits of
$1.5 billion, except for Crystal River Unit 3. Crystal River Unit 3's limit is
$1 billian and is an an actual cash value basis, NEIL coverage for Crystal River
Unit 3 does not irclude property damage to or resulting from the containment
structure aithough the coverage does apply to decontamination and debris
removal, if required following an accident, to ensure public heaith and safsty or
if property damage results from a terrorism event. 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 undelying 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 Qcanee also
have an additional 8750 million of non-nuclear accident property damage limit.
All coverages are subject to sublimits and significant deductibles.

NEIL's Accidental Qutage 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 £10
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, Oconee, Brunswick, and Harris and $457 million for Robinson. NEIL
sublimits 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, NEIL's board of directors may assess
member companies retroactive premiums of amounts up to 10 times their
annuat premiums for up fo six years after a Joss. NEIL has never exercised this
assessment. The maximum apgregate annual retrospective premium obligations
far Duke Energy Caralinas, Duke Energy Progress and Duke Energy Florida
are $159 million, $108 million and $7 million, respectively. The maximum
assessment amounts inglude 100 percent of Duke Energy Carafinas’ and
Duke Energy Florida's potential obligations to NEIL for their share of jaintly
owned reactors.

ENVIRCNMENTAL

Duke Enesgy is subject to international, federal, state and lecal regulations
regarding air and water guality, hazardous and solid waste disposal and other
environmental matters. The Subsidiary Registrants are subject to federal, state
and locat repulations regarding air and water quality, hazardous and solid waste
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disposal and other environmental matters. These regulations can be changed
from time to time, imposing new abligations on the Duke Energy Registrants.

Tha following environmental matters impact all of the Duke Energy
Registrants.

Remediation Activities

In addition to the Asset Retirement Obligations discussed in Note 9,
the Duke Energy Registrants are 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 entities. These
sites are in various stages of investigation, remediation and monitoring.
Managed in conjunction with relevant federat, state and local agencies,
remediation activities vary based upon site conditions and location, remediation
taquirements, complexity and sharing of responsibility. If remediation activities
invoive 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 othar 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 ¢annot be estimated hecause 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 Consolidated Statements of Operations unless regulatory recovery of the
costs is deemed prabable.

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 Shests,

Buke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy  Energy Energy

{in milions) Energy  Carclinas Energy  Progress Florida Ohio  Indiana
Balance at December 31, 2012 $75 $12 $33 $14 $19 $15 $8
Pravisions / adjustments 26 — 4 (1 § 20 1
Cash reductions (22) () (10) (5 (5) (8) (@
Balance at December 31, 2013 79 1 27 8 19 77 7
Pravisions / adjustments 2 n l | (3) 28 4
Cash reductions (14 — (11} 0] Y 3] (1)
Balance at December 31, 2014 97 1 17 5 12 54 10
Pravisions / adjustments 9 1 4 — 4 1 5
Cash reductions )] {1) @ @ (2 1) {3)
Balance at December 31, 2015 $97 $10 $17 $3 $14 $ 54 $12

Additional losses in excess of recorded reserves that could be ircurred for
the stages of investigation, remediation and monitoring for environmental sites
that have been evaluated at this time are not materiai except as presented in
the table below.

{in millions}

Duke Energy $ 74
Duke Engrgy Carolinas 22
Duke Engrgy Chio a2
Duke Energy Indiana 7

North Carolina and South Carolina Ash Basins

On February 2, 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 Rives. On February 8, 2014, a permanent
plug was installed in the stormwater pipe, stopping the reiease of materials into
the 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 enforeemant process. During 2014,
Duke Energy Carolinas incurred repairs and remediation expenses related to
the release of approximately $24 million. No additional expenses were recorded
in 2015, Duke Energy Caralinas will not seek recovery of these costs from
customers. Other costs refated to the Dan River release, including pending or
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iuture state or federal civil enforcement proceedings, future regutatory directives,
natural resources damages, additional perding litigation, future claims or
litigation and long-term environmental impact costs, cannot be reasonably
estimated at this time.

North Carolina Department of Environmental Quality (NCDEOY), formerly
the North Carolina Department of Environment and Natural Resources, has
historically assessed Duke Energy Caralinas and Duke Energy Prograss with
Notice of Violations (NQV) for violations that were most often resolved through
satisfactory corrective actions and minor, if any, fines or penalties, Subsequent
to the Dan River matter discussed above, Duke Energy Carolina and Duke Energy
Progress have been served with a higher level of NOVs, including for violations
at LV. Sutton Plant and Dan River Steam Station. In August 2014, NCDEQ
issued an NOV for alleged groundwater violations at Duke Energy Progress’ LY.
Sutton Plant. On March 10, 2015, NCDEQ issued a civil penalty of approximately
$25 mitlion to Duke Energy Progress for environmental damages related to
groundwater contamination at the LY. Sutton Plant, See “Litigation” section
below for information related to the resolution of this civil penalty, On February 8,
2016, NCDEQ assessed a penalty of approximately $6.8 million, including
enforcement costs, against Duke Energy Carolinas related to storm water
pipes and associated discharges at the Dan River Steam Staticn. Duke Energy
Carolinas recorded a charge to Dperation, maintenance and other on the
Consolidated Statements of Operations and Comprehensive Income in December
2015. Duke Energy Carolinas is reviewing the NCDEQ action te determine next
steps and cannot predict the outcome of this matter. These fines and penalties
are unprecedented and were not consistent with historic enforcement practices



PARTH

FR 16(7)(1) Attachment - Annual Report 2015
Page 154 of 264

DUKE ENERGY CORPORATION + DUKE ENERGY CAROLINAS, LLC = PROGRESS ENERGY, INC. »
DUKE ENERGY PROGRESS, LLC » DUKE ENERGY FLORIDA, LEC: » DUKE ENERGY OHIQ, ING. » DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

of NCDEQ. Based on histaric practices the expected liability of any existing notice
of violations would not be material. Duke Energy Carolinas and Duke Energy
Progress cannot predict whether the NCDEQ will assess future penalties related
to existing NOVs and if such penalties would be material,

See the “Litigation” section below for additional information on litigation,
investigations and enforcement actions related to ash basins, including the
Memorandum of Plea Agreement (Plea Agreements) in connection to the North
Carolina Ash Basin Grand Jury Investigation and NCDEQ matters.

LITIGATION

Duke 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 Qctober 31, 2014, the five [awsuits were consolidated
in a single proceeding titled “In Re Duke Energy Corporation Coal Ash
Derivative Litigation.” On December 2, 2014, plaintiffs filed a Corrected Verified
Consolidated Shareholder Derivative Complaint (Consalidated Complaint). The
Consolidated Complaint rames 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 of fiduciary duty may have contributed to the
incident at Dan River and continued thereafter. The lawsuit also asserts claims
against the Duke Energy Defendants for corporate waste {relating to the maney
Duke Energy has spent and will spend as a result of the fines, penalties and
coal ash removal) and unjust enrichment (refating 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 altemative Motion to Dismiss.
On August 31, 2015, the court issued an order staying the case through
November 15, 2015. A ruling on defendants’ mation &o further axtend the stay
remains pending.

On March 5, 2015, shareholder Judy Mesirov filed a shareholder
derivative complaint (Mesiroy Complaint) in North Carclina state court. The
lawsuit, styled Mesirov v. Good, is similar to the consalidated 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 are named
as nominal defendants. The Mesirov Complaint alleges that the Duke Energy
Board of Directers was aware of Clean Water Act {CWA} compliance issues and
failures to maintain structures in ash basins, but that the Board of Directers
did not require Duke Energy Carclinas and Duke Energy Progress to take action
to remedy deficiencies. The Mesirov Complaint further alleges that the Board
of Directors sanctioned activities to avoid compliance with the law by aflowing
improper influence of NCDEQ to minimize regulation and by apposing previously
antiipated citizen suit litigation. The Mesirov Complaint saeks corporate
governance reforms and damages relating te costs associated with the Dan
River release, remediation of ash basins that are out of compliance with the
(WA and defending and payment of fines, penalties and setttements relating to
criminal and civil investigations and lawsuits. On December 7, 2015, the Duke
Energy Defendants filed a Motion to Stay the proceedings. & hearing was held on
February 17, 2016, and a ruling on this motion is pending.
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In addition ie the above derivative compfaints, in 2014, Duke Energy
also received two shareholder litigation demand letters. The letters allege that
the members of the Board of Dirgctors 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 afleges a breach of fiduciary duty in the
decision-making relating to the leadership changes following the close of the
Prograss 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 Committes
iormed to consider such matters, the Board of Directors concluded not to pursue
potential claims 2gainst individuals. One of the shareholdess, Mitchell Pinsly,
sent a formal demand for records and Duke Energy is responding to this request.

On Qctober 30, 2015, shareholder Saul Bresalier filed a shareholder
derivative 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, ihe post-merger change in Chief Executive
Officer and oversight of political contributiens. 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 improperiy decided not to pursue ¢laims against the Bresalier
Defendants. The Bresalier Defendants filed a Motion to Dismiss the Bresalier
|itigation on January 15, 2016.

It is not possible ta predict whether Duke Energy will incur any liability or
1o estimate the damages, if any, it might incur in connection with these matters.

Progress Energy Merger Shareholder Litfgation

Duke Energy, the 11 members of the Board of Directors who were also
mernbers of the pre-merger Board of Directors {Legacy Duke Energy Directors)
and certain Duke Energy officers are defendants in a purported securities
class action lawsuit (Mieman v. Duke Energy Corporation, ot af). This lawsuit
consolidates three lawsuits originally filed in July 2012 and is pending in the
United States District Court for the Western District of North Caralina. The
plaintiffs allege federal Securities Act of 1933 and Securities Exchange Act
of 1934 (Exchange Act} claims based on altegations of materially false and
misleading representations and omissions in the Registration Statement filed
onJuly 7, 2011, and purportedly ingorporated into other documents, all in
connection with the post-merger change in Chief Executive Officer (CEQ).

On August 15, 2014, the parties reached an agreement in principle
to seftle the litigation. On March £0, 2015, the parties filed a Stipulation of
Seftlement and a Motion for Preliminary Approval of the Settlement. The court
issued an order for preliminary approval of the settlement on March 25, 2015.
Under the terms of the agreement, Duke Energy agreed to pay $146 million to
settle the claim. On April 22, 2015, Duke Energy made a payment of $25 million
into the setttement escrow account. The remainder of $121 million was paid by
insurers into the settlement escrow account. Notice has been sent to members
of the class and a final approval hearing was held on August 12, 2015, The final
order approving the settlement was issued en November 2, 2015, thus closing
the matter,

On May 31, 2013, the Delaware Chancery Court consolidated four
shareholder derivative lawsuits filed in 2012. The Court also appointed a lead
plaintiff and counsel for plaintiffs and designated the case as fn Re Duke Energy
Corporation Derivative 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 CEQ. On December 10, 2015, the Duke Erergy
defendants filed a Motion to Dismiss the litigation.
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Two shareholder Derivative Complaints, filed in 2012 in federal district
court in Delaware, were consolidated as Tansey v. Rogers, et at. The case
alleges claims for breach of fiduciary duty and waste of corparate assets, as
well as claims undar Section 14(a) and 20(a) of the Exchange Act. Duke Energy
is named as a nominal defendant. On December 21, 2015, Plaintiff filed a
Consolidated Amended Complaint assesting the same claims contained in the
original complaints. Duke Energy filed a Motion to Dismiss on February 19,
2016,

[t 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 the remaining
litigation.

Price Reporting Cases

Duke Energy Trading and Marketing, LLC (DETM), a non-operating Duke
Energy affiliate, is a defendant, along with numerous other energy companies,
in four class-action lawsuits and a fifth single-plaintiff lawsuit pending in
a consolidated federal court proceeding in Nevada. Each of these tawsuits
contains 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 agraements in
violation of the antitrust laws of the respective states. Plaintiffs seek damages
in unspecified amounts.

On July 18, 2011, the judge granted a defendant’s motion for summary
judgment in two of five cases. The U.S. Court of Appeals for the Ninth Circuit
subsequentiy reversed the lower court’s decision. On April 21, 2015, the
Suprema Court affirmed the U.S. Court of Appeals decision. The tase has been
reassigned to the same consolidated federal court proceeding in Nevada for
further proceedings. In February 2016, DETM reached agreements in principle to
settle all of the pending lawsuits. The class-action settlements will be subject
to court approval, which is pending. The settlement amount is not material to
Duke Energy.

Brazil Expansion Lawsuit

On August 9, 2011, the State of Sdo Paulo sued Duke Energy International
Geracao Paranapenema S.A. (DEIGP) in Brazilian state court. The lawsuit
claims DEIGP is under a continuing obligation to expand installed generation
capacity in the State of Sao Paulo by 15 percent pursuant to a stock purchase
agreement under which DEIGP purchased generation assets from the state.

On August 10, 2011, a judge granted an ex parte injunction ordering DEIGP to
present a detailed expansion plan in satisfaction of the 15 percent abligation.
DEIGP has previously taken a position that the expansion obligation is no longer
viable given changes that have occurred in the electric energy sector since
privatization. DEIGP submitted its proposed expansion plan on November 11,
2011, but reserved objections regarding enforceability. In January 2013, DEIGP
filed appeals in the federal courts, which are still pending, regarding various
procedural issues. A decision on the merits in the first instance court is also
pending. Itis not possible to predict whether Duke Energy will incur any (iability
or to estimate the damages, if any, it might incur in connection with this matter,

Brazil Generation

Record drought conditions in Brazil continue to impact Duke Energy
International, Geracao Paranapanema S.A. (DEIGP). A number of electric
generators have filed lawsuits seeking refief in the Brazilian courts to mitigate
hydrological exposure and diminishing dispatch levels. Some courts have
granted injunction orders to limit the financial exposure of certain generators.
The implication of these otders is that other alectricity market participants not

135

covered by the injunctions may be required to compensate for the financial.
impact of the liability limitations. The independent Power Producer Assoetation
{APINE) filed one such lawsuit on behalf of DEIGP and other hydraglectric
generators against the Brazilian electric regulatory agency. On July 2, 2015, an
injuncttan was granted in favor of APINE limiting the financial exposure of DEIGP
and the other plaintiff generators, until the merits of the lawsuit are determined.
The APINE decision is subject to appeal and the outcome of these fawsuits

is uncertain. It is not possible to predict the impact to Duke Energy from the
outcome of these matters.

Duke Energy Caralinas and Duke Energy Progress
NCDEQ Notice of Violation (NOV)

In August 2014, NCDEQ issued an NOV for alleged groundwater violations
at Duke Energy Progress’ LY, Sutton Plant. On March 10, 2015, NCDEQ
issued a civil penalty of approximately $25 million to Duke Energy Progress
for environmental damages related to the groundwater contamination at the
L.V. Suttan Plant. On April 9, 2015, Duke Energy Progress filed a Petition for
Contested Case hearing in the Office of Administrative Hearings. In February
2015, NCDEQ issued an NOV for alleged groundwater violations at Duke Energy
Progress’ Asheville Plant. Duke Energy Progress responded to NCDEQ regarding
this NOV.

On September 29, 2015, 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 Caralinas and Duke
Energy Propress coal fagilities in North Carolina. Under the agreement, Duke
Energy Progress paid approximately $6 million and Duke Energy Carolinas paid
approximatefy $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
resalving the contested case relating to the Sutton Plant and NCDEQ rescinded
the NOVs relating to alleged groundwater violations at both the Sutton and
Asheviile plants.

On October 13, 2015, 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 Administrative
Law Judge 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, 2015,
Duke Energy Carolinas and Duke Energy Progress filed a Motion to Dismiss the
complaint. At a hearing held on February 12, 2016, Duke Energy Carolinas and
Duke Energy Progress stated that a proposed revised order would be submitted
fo the Administrative Law Judge to address the court’s and SELC's concerns. 1t is
rot possible to predict the outcome of this matter.

NCDEQ 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 groundwater
viotations and CWA violatians from coal ash basins at two of their coal-fired
pawer plants in North Carolina. NCDEQ filed enforcement actions against Duke
Energy Carolinas and Duke Energy Progress alleging violations of water dischaige
permits and North Carolina groundwater standards. The cases have been
consolidated and are being heard befre a single judge.

On August 16, 2013, NCDEQ filed an enforcement action against Duke
Energy Carolinas and Duke Energy Progress related to their remaining planis in
North Carolina, alleging violations of the CWA and violaiions of the North Carolina
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groundwater standards. Both of these cases have been assigned to ihe judge
handling the enforcement actions discussed above. SELC, on behalf of several
environmental groups, has been permitted to intervene in these cases.

On July 10, 2015, Duke Energy Carolinas and Duke Enesgy Progress filed
Mations for Partial Summary Judgment in the case on the basis that there is no
longer sither 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, In November 2015, NCDEQ submitted
a proposed order, On November 23, 2015, Duke Energy Carolinas, Duke Energy
Progress and SELC filed separate abjections to portions of the NCDEQ filing. The
parties are drafling a consolidated order to comply with the ruling made by the
judge at a hearing held on February 12, 2016.

It is not possible to predict any liability or estimate any damages Duke
Energy Caralinas or Duke Energy Progress might incur in connection with these
matters.

North Carolina Declaratory Judgment Action

On October 10, 2012, the SELC, on behalf of the same environmental
groups that are involved in the state enforcement actions discussed above,
filed & petition with the North Carolina Environmental Management Cormmission
(EMC) asking for a declaratory ruling seeking to clarify the application of the
state’s groundwater protection rules to coal ash basins. The petition sought to
change the interpreiation of regulations that permitted NCDEQ to assess the
extent, cause and significance of any graundwater contamination before ordering
action to eliminate the source of contamination, among ather issues. Duke
Energy Carolinas and Duke Energy Progress were both permitted fo intervene in
the matter. On December 3, 2012, the EMC affirmed this interpretation of the
regulations.

On March €, 2014, a North Carolina Superior Court judge overturned
the ruling of the EMC holding that in the case of groundwater contamination,
NCDEQ was required fo issue an order to immediately eliminate the source of the
contamination before an assessment of the nature, significance and extent of
the contamination or the continuing damage to the proundwater was conducted.
Duke Energy Carolinas, Duke Energy Progress and the EMC appealed the ruling
in April 2014. On May 16, 2014, the North Garolina Court of Appeals denied a
petition to stay the case during the appeal. On October 10, 2014, the parties
were notified the case has been transferred to the North Carolina Supreme Court
(NCSC). Oral argument was held on March 16, 2015. On June 11, 2015, the
NCSC issued its opinion in favor of Duke Energy Carolinas, Duke Energy Progress
and the EMC and remanded the matter to the state court judge with instructions
to dismiss the case. This matter is now closed.

Federal Citizens Suits

There are currently five cases filed in various North Carolina federal courts
related to the Riverbend, Sutton, Cape Fear, H.F. Lee and Buck plants,

On June 11, 2013, Catawba Riverkeeper Foundation, Inc. {Catawba
Riverkeeper) filed a separate action in the United States Court for the Western
District of North Carolina. The lawsuit contends the state enforcament action
discussed above does not adequately address issues raised in Catawba
Riverkeeper's notice of intent to sue refating to the Rivesbend Steam Station.

On April 11, 2014, the Court denied Catawba Riverkeeper's objections to the
Magistrate Judge's recommendation that plaintitf's case be dismissed as well as
Duke Energy Carolinas’ motion to dismiss. On August 13, 2015, the court issued
an order suspending alf proceedings until further order from the court

On September 12, 2013, Cape Fear River Watch, inc., Sierra Club and
Waterkeeper Alliance filed a citizen suit in the Federat District Court for the
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Eastern District of North Carofina. The lawsuit alleges unpermitted discharges to
surface water and groundwater violations at the Sutton Plant, On June 9, 2014,
the court granted Duke Energy Prograss’ request to dismiss the groundwater
claims but rejected its reguest to dismiss the surface water claims. In response
1o a motion filed by the SELC, on August 1, 2014, the court modified the original
June 9 crder to dismiss only the plaintiff’s federal law claim based on hydrologic
connactions at Sutton Lake. The claims related to the alleged state court
violations of the permits are back in the case. On August 26, 2015, the court
suspended the proceedings until further order from the court.

(On September 3, 2014, three citizen suits were filed by various
environmental groups: () a citizen suit in the United States Court for the Middle
Disérict of North Carolina alleging unpermitted discharges to surface water and
groundwater violations at the Cape Fear Plant; {ii) in the United States Court
for the Eastern District of North Carolina alleging unpermitted discharges to
surface water and groundwater violations at the H.F. Lee Plant; and (iii) in the
United States Court for the Middle District of North Carolina alleging unpermitted
discharges to surface water and groundwater vielations at the Buck Steam
Station. Motions to Stay or Oismiss the proceedings wera filed in each of the
three cases. The praceedings related to Cape Fear and H.F. Lee have been stayed.
On October 20, 2015, the court issued an order denying the motions in the Buck
proceedings. Duke Enesgy Carolinas’ motion seeking appellate review of the
District Court's decision was denied on lanuary 29, 2016,

Itis not possible to predict whether Duke Energy Carolinas or Duke Energy
Progress will incur any liability or to estimate the damages, if any, they might
incur in connection with these matters.

North Carolina Ash Basin Grand fury Investigation

As a result of the Dan River ash basin water release discussed above,
NCDEQ issued a Notice of Vielation and Recommendation of Assessment of
Civil Penalties with respect to this matter on February 28, 2014, which the
company responded to on Mareh 13, 2014, Duke Energy and certain Duke Energy
employees received subpoenas issued by the United States Attorney for the
Eastern District of North Carolina in conrection with a criminal investigation
related to all 14 of the Narth 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 inte Plea Agreements in connection with the investigation
initiated by the United States Department of Justice Environmentat 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, USDOI}. 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 Enargy
Progress' H.F. Lee Steam Electic Plant, Cape Fear Steam Electric Plant and
Asheville Steam Electric Gengrating Plant. Duke Energy Carolinas and DEBS
pleaded guilty to five misdemeanor CWA violations related to violations at Duke
Energy Caralinas’ Oan River Steam Station and Riverbend Steam Station. DEBS,
Duke Energy Carolinas and Duke Energy Progress also agreed (i) to a five-year
probation period, (i) to pay 2 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 manitor in addition to certain other conditions set
out in the Plea Agreements. Duke Energy Carolinas and Duke Energy Progress
also agree to each maintain $250 million under their Master Credit Facility as
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security to maet their obligations under the Plea Agreements. Payments under
the Plea Agreements will be bormne by shareholders and are not tax deductible.
Duke Energy Corporation has agreed to issue a guarantee of all payments

and performance due from DEBS, Duke Energy Carclinas and Duke Energy
Progress, including but not limited o payments for fines, restitution, community
service, mitigation and the funding of, and obligations under, the environmental
complianco plans. As a result of the Plea Agreements, Duke Energy Carolinas
and Duke Energy Progress racognized charges of $72 million and $30 miltion,
respectively, in Operation, maintenance and other on the Consolidated
Statements of Qperations 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 ather North Carolina coal plants.

On May 14, 2015, Duke Energy reached an Interim Administrative
Agreement with the U.S, Environmeatal 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.

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 NCDEQ advising
them not to drink water fram the private wells on their land testad by 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 critera, in some cases, are considerably more siringent than federal
drinking water standards established to protect human health and welfare.
The 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 hy 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 s0il and water samples across the state have been
consistent with historical data provided to staie regulators over many years.
The DHHS and NCDEQ sent follow-tp letters on Octaber 15, 2015, to residents
near coal ash basing wig have had their wells tested, stating that private well
samplings at a considerable distance from coal ash impoundments, as well
as some municipal water supplies, contain simifar levels of vanadium and
hexavalent chromium which leads investigators to believe these constituents
are naturally occurring. 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

New Source Review

In 19992000, the U.S. Department of Justice (DO on behaif of the EPA
filed a number of complaints and notices of violation against multiple utilities,
including Duke Energy Carolinas, for alleged violations of the New Source Review
(NSR) provisions of the Clean Air Act {CAA). The government alleges the uilities
violated the CAA when undertaking certain maintenance and repair projects at
certain coal plants without (i) obtaining NSR permits and (ii) installing the best
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available emission controls for sulfur dioxide, nitrogen oxide and particulate
matter. The complaints sought the installation of pollution control technology on
generating units that allegedly violated the CAA, and unspecified civil penalties in
amounts of up to $37,500 per day for aach violation.

In 2000, the governmeni sued Duke Energy Carolinas in the 1.3, District
Court in Greensbora, North Carolina, claiming NSR violations for 29 projects
performed at 25 of Duke Energy Carolinas’ coal-fired units. Duke Enezgy
Carolinas asserted there were no CAA violations because the applicable
regulations do not require NSR permitting in cases where the projects undertaken
are routing or otherwise do not result in an increase in emissions. In 2011, the
parties filed a stipulation agreging to dismiss with prejudice all but 13 claims at
13 generating units, 11 of which have since been retired. On October 20, 2015,
the Court approved and entered a consent decree to resolve this matter. Under
the consent decree, Duke Energy Carolinas will retire by the end of 2024, the
temaining units at the Allen plant that are part of the (itigation as well as a
third unit that is not part of the litigation, Prior to closure, Duke Energy Caralinas
will comply with new, lower emissions limits at the Allen units named in the
litigation. Additionally, Duke Energy Carolinas will spend approximately $4 million
on environmental projects and donations and pay a civil penalty of $975,000.
This matter is now closed.

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
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, 2015, there were 156 asserted claims for non-malignant cases
with the cumulative relief sought of up to $37 million, and 70 asserted claims for
malignant cases with the cumutative refief sought of up to $11 miffion. 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 Enesgy Caralinas has recognized ashestos-retated reserves of $536
million and $575 million at December 31, 2015 and 2014, respectively, These
reserves are classified in Qther within Deferred Credits and Other Liabilities
and Other within Current Liabilities on the Consolidated Balance Shests. These
reserves are based upon the minimum amount of the range of loss for current
and future asbestos claims through 2033, are recorded on an undiscounted basis
and incarporate anticipated inflation. In light of the uncertainties inherent in a
langgr-term forecast, management does not believe they can reasonably estimate
the indemnity and medical costs that might be incurred after 2033 related to
such potential claims. It is possible Duke Energy Carolinas may incur ashestos
abilities in excess of the recorded reserves.

Duke Energy Carolinas has third-party insurance to cover certain losses
related to ashestos-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 fo the policy limit wilk
be reimbursed by the third-party insurance carrier. The insurance policy fimit
for potential future insurance recoveries indemnification and medical cos claim
payments is $847 million in excess of the seff-insured retention, Receivables for
insurance recoveries were $599 million and $616 million at December 31, 2015
and 2014, 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 Caralinas believes the insurance recovery
asset is probable of recovery as the insurance carrigr continugs to have a strong
financial strength rating.
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Duke Energy Progress and Duke Energy Florida
Spent Nuclear Fuel Matiers

On December 12, 2011, Duke Energy Progress and Duke Energy Florida
sued the United States in the U.S. Courf of Federal Claims. The lawsuit claimed
the Department of Energy breached a coniract in failing to accept spent nuctear
fuel under the Nuclear Waste Policy Act of 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, 2006 through December 31, 2010. Claims for
all periods prier to 2006 have heen resolved, On March 24, 2014, the U.S. Court
of Federal Claims issued a judgment in favor of Duke Energy Progress and Duke
Energy Florida on this matter, awarding amounts of $83 million and $21 mitlian,
respectively, The majority of the awards were recorded as a reduction to capital
costs associated with construction of on-site storage facilities. Duke Energy
Progress and Duke Energy Florida received payment of the award in September
2014. On October 16, 2014, Duke Energy Progress and Duke Energy Florida filed
a new action for costs incurred from 2011 through 2013 of $48 million and $25
million, respectively.

Duke Energy Florida
Class Action Lawsuit

On February 22, 2016, Newton, et al v. Duke Energy Florida, LLC and
Florida Power & Light Company, was filed in the U.S, District Court for the
Southem District of Florida on behalf of a putative class of Duke Energy Florida
and Florida Power & Light Company's customers in Florida, Plaintiffs allege that
Florida's Nuclear Cost Recovery Statutes are unconstitutional and are pre-empted
by federal law. Duke Energy Florida has not yet been served with the lawsuit.

Westingfrouse Contract Litigation

On March 28, 2014, Duke Energy Florida filed a lawsuit 2gainst
Westinghouse in the (.S, District Court for the Western District of North Caralina.
The lawsuit seeks recovery of $54 million in milestone payments in excess of
wark performed under the terminated EPC for Levy as well as a determination
by the court of the amounts due fo Westinghouse as a result of the terminration
of the EPC. Duke Energy Florida recognized an exit obligation as a result of the
termination of the EPC contract.

On March 31, 2014, Westinghouse filed a lawsuit against Duke Energy
Flarida in U.S. District Court far the Western District of Pennsylvania. The
Pennsylvania lawsuit alleged damages under the EPC in excess of $510 million
for engineering and design wozk, costs fo end supplier contracts and an alleged
termination fee.

On fune 9, 2014, the judge in the North Carolina case ruled that the
litigation will praceed in the Western District of North Carolina. In November
2014, Westinghouse filed a Motion for Partial Judgment on the pleadings, which
was denied on March 30, 2015. The case is to be ready for trial on September
19, 2016. ltis not possible to predict the outcome of the litigation, whether Duke
Energy Florida will ultimately have any liability for terminating the EPC coniract or
to estimate the damages, if any, it might incur in connection with these matters.
Ultimate resolution of these matters could have a material effect on the results
of aperations, financial position or cash flows of Duke Energy Florida. However,
appropriate regulatory recovery will be pursued for the retail portion of any costs
incurred in connection with such resolution.
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Duke Energy Ohio
Antftrust Lawsuit

In Fanuary 2008, four plaintiffs, including individuat, industrial and
nonprofit customers, filed a lawsuit against Duke Energy Ohio in federal court
in the Southern District of Ohio. Plaintiffs alleged Duke Energy Chio conspired
to provide inequitable and unfair price advantages for certain large business
consumers by entering info nonpublic option agreements in exchange for
their withdrawal of challenges to Duke Energy Ohio's Rate Stabitization Plan
implemented in early 2005. In March 2014, a federal judge certified this maiter
as a class action. Plaintiffs allege claims for antitrust violations under the federal
Robinsen Patman Act as well as fraud and conspiracy allegations under the
federal Racheteer Influenced and Corrupt Organizations statute and the Ohio
Corrupt Practices Act.

On October 21, 2015, the parties received preliminary court approval for
a settlement agreement. A litigation settlement reserve was recorded for the full
amount of $81 million and classified in Other within Current Liabilities an Duke
Energy Ohio's Consolidated Balance Sheets as of December 31, 2015, Duke
Energy Ohio recognized the full amount in (Loss) Income Fram Discontinued
Operations, nef of tax in the Consolidated Statements of Operations and
Comprehensive Income for the 12 months ended December 31, 2015, A hearing
10 consider abjections to the settlement is scheduled for April 2016.

See Note 2 for further discussion on the Midwest Generation Exit.

W.C. Beckjord Fue! Release

On August 18, 2014, appraximately 5,000 gallons of fuel oil were
inadvertently discharged into the Ohio River during a fuel oil transfer at the W.C.
Beckjord generating statien. The Ohia Environmental Protection Agency (Ohio
EPA) issued a Notice of Violation related to the discharge. Duke Energy Ohio is
cooperating with the Ohio EPA, the EPA and the (.S, Attorney for the Southern
District of Ohio. No Notice of Violation has been issued by the EFA and no penalty
has been assessed. Total repair and remediation costs related ta the release were
not material. Other casts related to the release, including state or federak civil or
criminal enforcement proceedings, cannat be reasonably estimated at this time.

Duke Energy Indiana
Edwardsport IGCC

On December 11, 2012, Duke Energy Indiana filed an arbitration action
against General Electric Company and Bechtel Corporation in connection with
their work at the Edwardsport IGCC facility, Duke Energy Indiana sought damages
equaling some or afl of the additional costs incurred in the canstruction of
the project not recovered at the IURC. The arbitration hearing concluded in
December 2014, On May 6, 2015, the arbitratior panel issued its final decision
unanimously dismissing afl of Duke Energy Indiana's claims. This rufing resolves
all outstanding issues in the arbitration.

Other Litigation and Legal Proceedings

The Duke Energy Registrants are invalved in other legal, tax and regulatory
praceedings 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 ar financial position.
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The table below presents recorded reserves based on management's best
gstimate of probable loss for lagal matters, excluding asbestos-related reserves
and the exit ebligation 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 lass in excess of
recorded reserves is not material, other than as described above.

December 31,

(in millions) 2015 2014
Reserves for Legal Matters

Duks Energy $166 $323
Duks Energy Carolinas 11 72
Progress Energy 54 93
Duke Energy Progress 8 i
Duke Energy Florida k) 16
Duke Energy Ohio 80 —

OTHER COMMITMENTS AND CONTINGENCIES

General

As part of their normal business, the Duke Energy Registrants are party
to various financial guarantees, performance guarantees and other contractual
commitments to exiend guarantees of credit and other assistance to various
subsidiaries, investees and other third parties. These guaraniees involve
elements of performance 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 Obiigations
Purchased Power

Duke Energy Progress and Duke Energy Florida 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 Pregress and Duke Energy Florida have various contracts to secure
transmission rights.

The following table presents executory purchased pawer contracts with terms exceeding ane year, excluding contracts classified as leases.

Minimum Purchase Amount at December 31, 2015

Contract
(in millions} Expiration 2016 2017 2018 2019 2020 Thereafter Total
Duke Energy Progress® 2019-2031 § 54 80 $ 61 $ 6 $ 49 $ 363 $ 649
Duke Energy Florida®™ 2021-2043 305 345 360 n 394 1,591 3am
Duke Energy Ohig*i 2007-2018 238 195 59 — — — 430

(a) Conlracts represent between 15 percent and 100 percent of net plant autput

(b) Conlracts represent between 8C percent and 100 percent of net plant output.

(c} Contracts represent between 1 percent and 11 percent of net plant output.

()  Excludes purchase power agreement with OVEC. See Note 17 for additianal information.

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 Othet
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 -- regulated 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
Statemenis of Operations,

Years Ended December 31,

{in millions) 015 2014 013
Duke Erergy $318 $355 $32i
Ouke Energy Carolinas 41 41 39
Peogress Energy 230 257 225
Duke Energy Progress 148 161 153
Duke Energy Florida 81 b 7z
Duke Energy Dhio 13 17 14
Duke Energy Indiana | 21 22
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The following table presents futre minimum lease payments under
operating leases, which at inception bad a non-cancelable term of mere than

The following table presents future minimum lease payments under

capital leases.

one year.
December 31, 2015
December 31, 2015 Duke Duke Duke Duke Duke
Duke Duke Duke Duks  Duke Duke  Energy Progress Energy Energy Energy Enmergy
Duke  Energy Progress Energy Energy Energy Energy {in millions) Energy Carclinas Energy Progress Florida  Ohio Indiana
{in millions) Energy Carolinas  Energy Progress Florida  Ohio Indiana 2016 $ 173 $6 $46 $20 $2 $7 $3
2016 $ 219 $41 ¢ 132 $ 66 $66 $13 $20 2017 mn § 46 21 25 1 1
2017 182 13 111 63 48 9 15 018 180 B 48 2 25 5 2
2018 161 24 108 61 47 6 12 2019 178 B 45 22 25 1 1
2019 146 2 102 56 46 4 8 2020 182 5 46 2 25 -— 1
2020 121 15 93 48 45 3 5 Thereafter 1,176 30 367 212 95 1 43
Thereaiter 864 51 622 385 257 5 8  Winimum annal
Total $1,699  $185 $1,168  $659  $508  $40  $68 payments 2,060 I
Less: ameunt
representing
interast (124) (35} (299) (2300 (65} 2 @8
Total $133  $ 24 $301 $147 $156 $13 %13
6. DEBT AND CREDIT FACILITIES
SUMMARY OF DEBT AND RELATED TERMS
The following tables summarize outstanding debt.
December 31, 2015
Weighted Duke Duke Duke Duke Duks
Average Duke Energy Progress Energy Energy Energy Energy
(in millions} Interest Rate Energy Garolinas Energy Progress Florida Ohio Indianza
Unsecured debt, maturing 2016 - 2073 499% $ 13,392 $ 1,152 $ 3.850 $ — $ 150 $ 785 $ 40
Secured debt, maturing 2016 - 2037 257% 2,635 425 479 254 85 — —_
First mortgage bonds, maturing 2016 - 20454 4.74% 18,980 6,161 9,750 5,975 3,715 150 2,319
Capita| leases, maturing 2016 - 2051 5.38% 1,338 4 300 14 156 i3 14
Tax-exempt bands, maturing 2017 - 2041% 2.59% 1,053 359 43 48 — 7 9712
Notes payabla and commercial paper® 0.88% 4,258 — — — — — —
Maney pool/intercompany bosiowings — 300 1,458 359 813 128 150
Fair value hedge carrying value adjustment 6 6 — — —_ — —
Unamortized debt discount and premium, net® 17112 (17} {28) {18) (8) (28) (8)
Unamaortized debt issuance costs® {170) (39} (85) {37} (32) (@) (19}
Total debt 4.25% $ 43,202 $ 8,367 $15772 $ 6,727 $5079 $1701 $ 3,768
Short-term notes payable and commercial paper {3,633 — — — — — -
Short-term money pool/intercompany borrowings — — (1,308) (209) (813) {103) —
Curent maturities of long-term debt® (2,074) {356) (315) (2) {13) {106} (547}
Total long-term debt® $ 37,495 $ 8,011 $14,149 $ 6,516 $ 4,253 $ 1492 $3221

@
b

Substantially all electric utity property is morigaged under mortgage bond indentures.
Duke Energy includes $114 million and $731 millian of capital lease purchase accounting adjustments related to Duke Energy Progress and Duke Energy Flarida, respectively, related to pawer purchasa agreements that are not

accounted for as capital leases in their respective financial statements because of grandfathering pravisions in GAAR

)
o

Substantially all tax-exempt bonds are secured by first mortgage bands or letters of credit.
Includes $625 miflion that was classified as Long-Term Debt on the Consalidated Balance Sheets due to the existence of long-tesm <redit facilitfes that back-stap these commercial paper balances, along with Cuke Energy’s

ability and Intent to refinance thess balances on a long-term basis. The weighted average days to maturity for commercial paper was 15 days.

te)
0
4]
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Duke Energy includes $1,798 millian in purchase accounting adjustments related o the merger with Progress Energy.
Duke Energy includes $59 million in purchase accounting adjustments pimarily related to the merger with Progress Energy.
Refer to Hote 17 for 2dditional information on amounts from consolidated YIES.
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December 31, 2014

Weighted Duke Duke Duke Duke Duke

Average Duke Energy Progress Energy Energy Energy Energy

(in millions) Interest Rate Energy Carolinas Energy Progress Florida Ohie Indiana
Unsecured dsht, maturing 2015 - 2073 492%  $ 12,937 $ 1,155 $ 3,850 $ — $ 150 $ M $ 742
Secured debt, maturing 2016 - 2037 2.50% 2,806 400 525 300 225 — —
First mortgage bonds, maturing 2015 - 2044% 4.76% 19,180 6,161 9,800 5475 4,325 500 2319
Capital leases, maturing 2015 - 2051 530% 1,428 27 314 146 168 20 16
Tax-gxgmpt bonds, maturing 2015 - 2041© 2.13% 1,296 359 291 291 — 17 573
Notes payable and commercial paper® 0.70% 2,989 — — — — — —
Money pool/intercompany borrowings — 300 835 — 84 516 221
Fair value hedge carrying value adjustment 8 8 —— — — — —
Unamartized debt discount and premium, net® 1,890 {15) (26} (n (8 (29) (9)
Unamortized debt issuance costs (152) (38) (863 (31) @an (6) {22)
Total debt 4.29% $ 42,382 $ 8353 $ 15,503 $ 6,170 $ 4,507 $ 2,251 $ 3,840
Short-term notes payable and commercial paper {2,519 — — — — — —
Short-term money pocl/intercompany horrowings — — (835) e (84) (491} 0
Current maturities of long-term debt® {2,807) (507) {1,507 {945) (562) (157) (5)
Total long-term debit® $ 37,061 $ 7846 $13,161 $ 5225 $ 4,261 $ 1,603 $ 3,764

fa)  Substantially all electric utility property is mortgaged under mortgage bond indentures.

ib) Duke Energy includes $129 milfion and $787 million of capital lease purchase accounting adjustments related to Duke Energy Progress and Duke Energy Florida, raspectively, related to pawer purchase agreements (hat are nat
accounted for a5 capital leases in their respective financial statements because of grandfathesing provisions in GAAP.

{c)  Substantially all tax-exempt bonds are secured by first mortgage bands or lefters of credit.

{d)  Includes $475 milfion that was classified as Long-Term Debt an (he Canslidated Balance Sheets due to the existence of lang-term credit facilities that back-stop thess commercizl paper balances, along with Guke Energy's
ahility and intznt to refinance these balances on a long-term basis. The weiphted averags days ta maturity for commercial paper was 27 days.

{e)  Duke Energy includas $1,975 millien in purchase accounting adjustments related to the merger with Progress Energy.

{  Refer to Note 17 for additional information on 2mounts from: consolidated YIEs.

CURRENT MATURITIES OF LONG-TERM DEBT

The following table shows the significant companents of Current maturities of long-term debt on the Consclidated Balance Shests. The Duke Energy Registrants
currently anticipate satisfying these obligations with cash on hand and proceeds from additional barrowings.

{in millions} Maturity Date  Interest Rate  December 31, 2815
Unsecured Deht

Progress Energy (Parent) January 2016 5.625% $ 300
Duke Energy Indiana June 2016 6.05% 325
Duke Energy (Parent) November 2016 2.150% 500
First Morigage Bonds

Duke Energy Indiana July 2016 0.670% 130
Duke Energy Carolinas December 2016 1.750% 350
Other 449
Current maturities of long-term debt $ 20714
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Maturities and Call Options

The following table shows the annual maturittes of long-term debt for the next five years and theseafter, Amounts presented exclude short-term notes payable
and commercial paper and meney peol borrowings for the Subsidiary Registrants.

December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy  Ensrgy Energy

{in millions) Energy®  Carolinas Energy Progress Florida Ohio  Indiana
2016 $ 2014 $ 398 § 315 $ 2 $ 13 § W6 § 547
2017 2,468 115 923 446 482 1 2
2018 3441 1,629 510 — 512 5 3
2019 3,022 5 1,667 855 14 552 63
2020 2,091 755 415 152 265 25 653
Thereatter 24,616 5,907 10,634 5,063 2,980 909 2,500
Total long-term debt, includéng current maturities $31,712 $8,367 $14,484 $ 6,518 $4266 $1598  §3768

{a) Excludes $1,857 million in purchase accounting adjustments selated to the merger with Progress Energy.

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 abave.

Short-Term Obligations Classified as Long-Term Debt

Tax-exempt bands 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 ¢lassified as Long-Term Debt on the Conselidated Balance Sheets. These tas-exempt bonds, commercial paper issuances and money pool barrowings,
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 nor-cancelable terms in excess of one year as of the balance sheet
date, Duke Energy has the ability to refinance these short-term oblfgations on a long-term basis. The following tables show short-term obligations classified as
long-term debt.

December 31, 2013
Duke Duke Duke Duke
Duke Energy Energy Energy Energy
{in milliens} Energy  Carolinas Progress Ohio Indiana
Tax-exempt bonds $ M7 $ 3 $ — $ 27 $285
Commercial paper® 625 300 150 25 130
Total $ 9 $ 335 $ 150 $ 52 $435

December 31, 2014

Duke Duke Duke

Duke Energy Energy Energy

(in millians) Energy Cardlinas Ohio Indiana
Tax-exempt bonds § w7 $ 3 $ 2 $ 285
Commercial paper 475 300 25 150
Securad debt™ 200 — — —
Total $ 1,002 $ 335 $ 52 $ 435

(a) Progress Energy amounts are equal to Duke Energy Progress amounts.
{b) In December 2015, Duke Energy used cash held by the lender to repay debt. Instrument had a term of less than one year wiih the right to extend the maturity date for additional ene-yzar periods with a final maturity date n¢
{ater than December 2026,
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SUMMARY OF SIGNIFICANT DEBT ISSUANGES

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 primarfly be used to refinance existing debt,
including money pool barrawings, capital expenditures and far general corporate purposes.

The following tables summarize significart debt issuances {in millions}.

Year Ended December 31, 2015

Duke Duke Duke
Duke Energy Energy Energy
Issrange Date Maturity Date  [nterest Rate Energy (Parent) Carolinas Progress
Unsecured Debt
November 2015 April 2024 3.750% $ 400 $ 400 t — L J—
November 201514 Degcembar 2045 4.800% 600 600 — —
First Mortgage Bonds
March 2015% June 2045 3.750% 300 — 500 —
August 20159 August 2025 3.250% 500 — — 500
August 201564 August 2045 4.200% 700 — — 700
Total issuances $2,100 $ 1,000 $ 500 $ 1,200

(2} Proceeds were used torepay shart-term money pool and commercial paper bormowing issued o fund a portion of the NCEMPA acquisition, see Note 2 for furlher information,
{b) Proceeds were used to refinance at maturity $300 million of unsecured notes at Progress Energy due January 2016,

{c) Proceeds wera used to redeem at maturity $500 million of first merigage bands doe October 2015,

{d) Proceeds were used to refinance at maturity $400 millign of first morigage bonds due December 2015,

Year Ended December 31, 2014

Duke Duke Duke

Duke Energy Energy  Energy
Issuance Date Maturity Date Interest Rate Energy (Parent} Progress  Florida
Unsecured Debt
April 2014 April 2024 3750% $ 600 % 600 § 9 — 3 —
April 2014@® April 2017 0.613% 400 400 — —
June 2014% May 2019 11,970% 108 — — —
lune 2014% May 2021 13.680 % 110 — — —
Secured Debt
Mareh 20149 March 2017 0.863% 225 — — 225
July 2014 July 2036 5.340% 129 — — —
First Mortgage Bonds
March 2014¢ March 2044 4375% 400 — 400 —
March 201449 March 2017 0.435% 250 — 250 —
Navember 2014 December 2044 4.150% 500 — 500 —
November 20149 November 2017 0.432% 200 — 200 —
Total issuances $ 2922 5 1000 $ 1350 § 225

Proceeds were used 1o redzem $402 million of tax-exempt bonds at Duka Energy Ohig, the repayment of autstanding commercial paper and for general corporate purposes. See Note 13 for additiona} information refated to he

redemption of Duke Energy Ohia's tax-exempt bonds.

{t) The debt is floating rato based an three-month Londan Interbank Qffered Rate (LIBOR) plus a fixed credit spread of 38 basis peints.

{¢)  Praceeds were used 1o repay $196 million of debt for International Energy and for general corporate purposes. The interest rates include country specific risk premiums.

{d) Relates to th securitization of accounts recelvable at a subsidiary of Ouke Energy Florida. Proceeds were used to repay short-term borrawings under the intercompany money poal borrowing arrangement and for general
corporate purposes. See Nate 17 for further details.

te) Proceeds were used {o fund a partion of Duke Erergy's prior investment in the existing Wind Star renewables portfolio.

{h Proceads were used o repay short-term borrowings under the intercompany money pool borrowing arrangement and for ganeral corporate purposes.

1@ The el is floating rato based on three-month LIBOR plus a fixed credit spread of 20 basis points.

i) Praceeds were used to redsem $450 million of {ax-exempt bonds, repay short-term barrowings under the intercompany money pool borrowing arrangement and for gencral corporate purposes,

fa
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AVAILABLE CREDIT FACILITIES

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion thraugh January 2020, The Duke Energy Registrants, excluding Progress Energy (Parent), 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 @ maximum sublimit for each borrower, The amount available under the Master Credit Facility has been reduced to
backstop the issuances of commercial paper, certain lefters of credit and variable-rate demand tax-exempt bonds that may be put to the Duke Energy Registrants at the
option of the holder and as security to meet obligations under the Plea Agreements. The table below includes the current borrowing sublimits and available capacity under

the Master Credit Facility.

December 31, 2015

Duke Duke Duke Duke Duke Duke

Duka Energy Energy Energy Energy  Energy Energy

{in millians) Energy (Parent) Carolinas Progress Florida Ohio Indiana

Facility size® $ 7500 § 3415 % B0 $ 1000 % 1200 § 425 § 600
Reduction to backstop issvances

Commarcial paper® (3,138) {1,531) (300} (333) (709) (115) (150}

Outstandfng letters of credit (12 (65} (4} {2) 1) — —

Tax-gxempt bonds (118) — (35) — —_ - {81)

Ceal ash set-aside® (500) — (250) (250) — — —

Available capacity

$ 3614 § 1879 § 21§ alf

$ 400 § 310 $ 369

() Represents the sublimit of each borrower,

{h}  Dulie Energy issued $625 million of commercial paper and loaned the proceeds through the money pool 4o Buke Energy Caralinas, Duke Energy Progress, Duke Energy Otio and Duke Energy Indizna. The balances are ¢lassified

as Long-Term Debt Payable to AHiliated Companies in the Conselidated Balance Sheets.

{c}  On May 14, 2015, the United States District Court for the Eastern District of North Caralina approved the separate Plea Agreements entered into by Duke Energy Carolinas, Duke Enengy Progress and DEBS, a whally owned
subsidiary of Duke Energy, in connzetion with the investigation initiated by the USDO). Duke Energy Cardlinas and Dutks Energy Progress are required o each maintain $250 million of avaifable capacity under the Master Gredit
Facility as securily to meet their obligations under the Plea Agreements, in addifion to certain other conditions. See Nate 5 for furlher details.

In connection with the Merger Agreement with Piedmont, Duke Energy
entered into a $4.9 billion senior unsecured bridge financing facility (Bridge
Facility) with Barclays Capital, fnc. (Barclays). The Bridge Facility, if drawn
unon, may be used {i) to fund the cash consideration for the transaction and
(ii) to pay certain faes and expenses in connection with the transaction. In
November 2015, Barclays syndicated its commitment under the Bridge Facility
to a broader group of lenders. Duke Energy intends to finance the transaction
with proceeds raised through the issuance of debt, equity, and other sources
and, therefore, does not expect to draw upon the Bridge Facility. See Nate 2 for
further details,

On February 22, 2016, Duke Energy entered into a six-month term loan
facility (Term Loan) with commitments totaling $1 billion to provide additionat
flexibility in managing short-term liquidity. The Term Loan can be drawn upon
in a single narrowing of up to $1 billion, which must accur no later than 45
calendar days follawing February 22, 2016. As of February 24, 2018, no
amounts have been drawn under the Term Loan. Amounis drawn under this
facility, if any, will be due on August 19, 2016. The terms and condiions of
this Term Lean are generally consistent with those governing the Master Credit
Facility discussed abave.

OTHER DEBT MATTERS

Duke Energy Florida expects to issug $1.3 billion of securitization bonds
related to Crystal River Unit 3 in the first half of 2016, See Note 4 far additional
details.

In September 2013, Duke Energy filed a registration statement (Form S-3)
with the Securities and Exchange Commission {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 statemeni 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 dillion
of variable denomination floating-rate demand notes, called PremierNates, 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 nates
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, 2015 and 2014 was $1,121 miltion and
$968 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.

At December 31, 2015 and 2014, $767 million of debt issued by Duke
Energy Caralinas was guaranteed by Duke Energy.

Money Pool

The Subsidiary Registrants, excluding Progress Enargy, recelve 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 shert-term funds may provide short-term loans to
afiiliates 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 reguirements. Accordingly, these is na net
settlement of receivables and payables between money poal participants, Duke
Energy (Parent), may foan funds to its participating subsidiarigs, but may not
borraw 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.
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Money pool receivable balances are reflected within Notes receivable
from affiliated companies on the Subsidiary Registrants’ Consclidated Balance
Sheets. Money paol payable balances are seflacted 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
financial and other covenants. The Master Credit Facility contains a covenant
requiring the debt-to-total capitalization ratio to not exceed 65 percent for each
borrower, Failure to meet those covenants beyond applicable grace periods
could result in accelerated due dates and/or termination of the agreements,

As of December 31, 2015, each of the Duke Energy Registrants were in
campliance with all covenants related to their debt agreements. In addition,
same credit agreements may allow for acceleration of payments or termination
of the agreements due to nonpayment, or acceleration of other significant
indebtedness of the borrawer or some of its subsidiaries. None of the deht or
credit agreements contain material adverse change clauses.

Other Loans

As of December 31, 2015 and 2014, Duke Energy had loans outstanding
af $629 million, including $41 million at Duke Energy Progress and $603 million,
including $44 million at Duke Energy Progress, respectively, against the cash
surrender value of ife insurance palicies it owns on the fives 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.

7. GUARANTEES AND INDEMNIFICATIONS

Duke Energy and Progress Energy have various financial and performance
guarantees and indemnifications, which are issued in the normal course of
business. As discussed below, these contracts include performance guarantees,
stand-by letters of credit, debt guarantees, surety bonds and indemnifications.
Duke Energy and Progress Energy enter into these arrangements to facilitate
commercial transagctions with third parties by enhancing the value of the
transaction to the third party. At December 31, 2015, Duke Energy and Progress
Energy do not believe conditions are likely for significant performance 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 agcompanying
Consolidatad Balance Sheets.

On January 2, 2007, Duke Energy completed the spin-off of its natural gas
businesses ta shargholders, 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,
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LLC, formerly known as Duke Capital LLC, {Spectra Capital) or its affiliates
prior to the spin-off remained with Spectra Capital subsequent to the spin-off,
except for guarantees that were later assigned to Duke Energy. Duke Energy
has indemnified Spectra Capital against any losses incurred under certain of
the guarantee obligations that remain with Spectra Capital. At December 31,
2015, the maximum potential amount of future payments associated with these
guarantees was $205 million, the majarity of which expires by 2028.

Duke Energy has issued performance guarantees to customers and ather
third parties that puarantee the payment and performance of other parties,
including certain non-wholly owned entities, as well as guarantees of debt of
certain non-consolidated entities and less than wholly owned consolidated
entities. If such entities were to default on payments or performance, Duke
Energy would be required under the guarantees to make payments on the
obligations of the less than wholly owned entity. The maximum potential amount
of future payments required under these guarantees as of December 31, 2015,
was $253 million. Of this amount, $15 million relates to guarantees issued
an 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, $112 miltion of the
puarantees expire between 2016 and 2033, with the remaining perfarmance
guarantees having no contractual expiration,

Duke Energy has guaranteed certain issuers of surety bonds, obligating
itself to make payment upon the failure of a whally owned and former non-
whally awned 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
ar former non-whaliy owned entity to perform according to the terms of its
underlying cantract. At Dacember 31, 2015, Duke Energy had guarantesd
$47 million of eutstanding surety bonds, most of which have no set expiration.

Duke Energy uses bank-issued stand-by letters of credit to secure the
performance of wholly owned and non-wholly awned 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
dus to the failure of the wholly owned or non-wholly owned entity to perform
according to the terms of its underlying contract, At December 31, 2015, Duke
Energy had issved a total of $427 million in letters of credit, which expire
between 2016 and 2020. The unused amount under these letters of credit was
$58 million.

Duke Energy and Progress Energy have issued indemnifications
for certain asset performance, legal, tax and environmental matters to
third parties, including indemnifications made in connection with sales of
businesses. At December 31, 2015, the estimated maximum exposure for these
indemnifications was $97 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 operatiens
have no limitations as to time or maximum potential future payments.
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The following table includes the liabilitias recognized for the guarantees discussed above. These amounts are primarily recarded in Other within Deferred Credits
and other Liabilities an the Consalidated Balance Shests. As current estimates change, additional losses related te guarantees and indemnifications to third parties,
which could be material, may be racorded by the Duke Energy Registrants in the future.

December 31,

2015 2014

Duks Energy $21 328
Progress Energy 7 13
Duke Energy Florida 1 7

8. JOINT OWNERSHIP OF GENERATING AND TRANSMISSION FACILITIES

The Duke Energy Registrants maintain ownership interests in certain jeintly owned penerating 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, except as otherwise noted below. The Duke
Energy Registrants pay their ownership share of additional construction costs, fuel inventory purchases and operating expenses, except in certain instancas where
agreements have been executed to timit certain joint owners’ maximum exposure to the additional costs. 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, except in certain instances where agreements have been executed to limit certain joint owners’ maximum expasure to the
additional costs.

The following table presents the Duke Energy Registrants’ interest of jointly owned plant or facilities and amounts included on the Consolidated Balance Sheets.
All fagilities are aperated by the Duke Erergy Regisirants and are included in the Regulated Utilities segment unless otherwise noted.

December 31, 2015
Ownership  Property, Plant  Accumulated  Construction Work
Interest  and Equipment  Depreciation in Progress
Duke Ensrgy Carolinas
(atawba Nuglear Station (units 1 and 2)#* 19.25% $ 826 $ 567 $ 9
Duke Energy Florida
Intercession City Plant {unit 11) (b 24 15 -
Duke Energy Ohio
Transmissian facilities® Various 85 50 1
Duke Energy Endiana
Gibson Station {unit 5)'® 50.05% 3 151 5
Vermillion® 62.5% 153 108 —
Transmission and local facilities® Various 4,084 1,688 —
International Enargy
Brazil — Canoas | and I 11.2% 160 57 —

{a) Jointly owned with North Carglina Municipal Power Agency Number Ona, NCEMC and Piedmont Municipal Power Agency.

(b} Jointly owned with Georgia Pawer Company (GPC). GPC has exclusive rights to the oirtput of the unit during the manths of June through September and pays all fug) and water costs during this period, Ouke Energy Florida pays
#ll fuel and water costs during the remaining months. Other costs are aligcated 66.67 percent to Duke Energy Florida and the remainder to GPG,

{c) Jointly owned with America Electric Power Generation Resources and The Dayton Power and Light Company.

(d) Juintly owned with Wabash Yalley Power Association, Inc. (WVPA) and Indiana Municipa! Power Agency.

{e} Jointly owned with WYFA.

) Jointly owned with Companhia Brasileira de Aluminio 2nd included in the Intematianal segment.

On July 31, 2015, Duke Energy Progress completed the purchase of NCEMPA's ownership interests in jointly owned facilities. See Note 2 for additional
infarmation.

Duke Energy Florida owns 98.3 percent interest in the refired Crystal River Unit 3 nuclear plant and is in the process of abtaining the remaining L.7 percent
interest from Seminale Electric Cooperative. On Qctober 30, 2015, Duke Energy Florida completed the purchase of 6.52 percent ownership interest in Crystal River
Unit 3 fram the Florida Municipal Joint Qwners (FMJQ) and settled other disputes for $55 million, All costs associated with Crystal River Unit 3 are included within
Regutfatory assets on the Censolidated Balance Sheets of Duke Energy, Progress Energy and Duke Energy Florida. See Note 4 for additional informatian.
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9. ASSET RETIREMENT OBLIGATIONS

Duke Energy records an asset retirernent obligation (ARQ) when it has The Duke Energy Registrants' regulated operations accrue costs of
a legal obligation to incur retirement costs associated with the retirement of a remaval for property that does not have an associated legal retirement obligation
long-tived asset and the obligation can be reasonably estimated. Certain assets based on regulatory orders from state commissions. These casts of removal
of the Duke Energy Registrants' have an indeterminate life, such as transmission e recorded as a regulatory liability in accordance with regulatory accounting
and distribution facilities, and thus the fair value of the retirement obligation is treatment. The Duke Energy Registrants do not accrue the estimated cost of
not reasonably estimable. A liability for these asset retirement obligations will be  removal for any nonregulated assets. See Note 4 for the estimated cost of
recorded when a fair value is determinable. removal for assets without an associated legal retirement abligation, which are

included in Regulatory liabilities on the Consolidated Balance Shests.

The following table presents the ARDs recorded on the Consolidated Balance Sheats.

December 31, 2015

Duke Duks Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in millions) Energy  Carofinas Energy Progress Florida Ohia Indiana
Bacommissioning of Nuclear Pawer Facilities $ 5072 $1730  § 3093 $ 2,349 § 14 § — 5§ —
Closure of Ash fmpoundments 4,958 2,161 2,196 2,188 7 94 507
Dtheri® 234 i) 80 30 a1 a 18
Total Asset retirement chligation $ 10,264 $3918  $ 57369 $ 4,567 $ 802 § 125 § 5%

{a)  Includes obligations related to asbestos removal and the closure of cerain landfills at fossi generation facilities. Ouke Energy Ohio alse includes AROs related to the retirement of natural gas mains. Duke Energy alsa includes
AROs related to the remaval of renewable ensrgy generation assets.

North Carolina and South Carolina Ash Impoundments rates for unlawful discharge of ash impoundment waters occurring after January
1, 2014. The Coal Ash Act leaves the decision on cost recovery determinations
On September 20, 2014, the Coal Ash Act became Jaw and was amended related to closure of ash impoundments to the normal ratemaking processes
on June 24, 2015, by the Mountain Energy Act. The Coal Ash Act, as amended, before utility ragulatory commissions. Duke Energy has and will periodically
(i} establishes a Coal Ash Managemant Commission (Coat Ash Commission} to submit to NCDEQ site-specific ¢oal ash impoundment closure plans or
oversee handling of coal ash within the state; (ii} prohibits construction of new  excavation plans in advance of closure. These plans and alf associated permits
and expansion of existing ash impoundments and use of existing impoundments  must be approved by NCDEQ before any excavation or closure work can begin.

at retired facilities; (iii} requires closure of ash impoundments at Duke Energy In September 2014, Duke Energy Caialinas executed a consent agreement
Progress’ Asheville and Sutton plants and Duke Energy Carolinas’ Riverbend with the South Carolina Department of Health and Environmentat Control

and Dan River stations no later than August 1, 2019 {the Mountain Enegy Act (SCDHEC) requiring the excavation of an inactive ash basin and ash fill area
provides for the potential extension of closure of the Asheville impoundment atthe W.S, Lee Steam Station. As part of this agreement, in December 2014,
until 2022); (iv) requires dry disposal of fly ash at active plants, excluding the Duke Energy Carolinas filed an ash removal plan and schedule with SCOHEC. In
Asheville Plant, not retired by December 31, 2018; () requires dry disposal April 2015, the federal Coal Cambustion Residuals (CCR) rules were published
of bottom ash at active plants, excluding the Asheville Plant, by December and Duke Energy Carolinas subseguently executed an agreement with the

31, 2019, or retirement of active plants; (vi) requires all remaining ash conservation groups Upstate Forever and Save Our Saluda that requires Duke

impoundments in North Carolina to be categorized as high-risk, intermediate-risk Energy Carolinas to remediate all active and inactive ash storage areas at
or low-risk no |ater than December 31, 2015, by the NCDEQ with the method of  the WS, Lee Steam Station. Coal-fired generation at W.S. Lee ceased in 2014
closure and timing to be based upon the assigned risk, with closure no later than  and unit 3 was converted to natural gas in March 2015. In July 2015, Duke

December 31, 2029; (vii) establishes requirements to deal with groundwater Energy Progress executed a consent agreement with the SCDHEC requiring the
and surface water impacts from impoundments; and (viii} increases the level of  eycavation of an inactive ash fill area at the Robinson Plant within eight years.
regulation for structural fills utilizing coal ash. Coal ash impoundments at the Robinsen Plant and W.S. Lee Station sites are

In January 2016, NCDEQ published its draft risk classifications. These risk  required t be closed pursuant to the recently issued CCR rule and the provisions
rankings were generally determined based on three primary criteria: structural of these consent agreements are consistant with the faderal CCR closure
integrity of the impoundments and impact to both surface and groundwatars. Tequirements.

NCDEQ categorized 12 basins at four sites as intermediate risk and four basins
at three plants as low risk. NCDEQ also categorized nine basins at six planis as Coal Combustion Residuals
“low-to-intermediate” risk, thereby not assigning a proposed risk ranking af this , L )
time. The risk rankings of these sites will ba based upon receipt of additional On April 1?’ 2015, the EPA publlsheq n the Federal Beglster atule
data primarily related to groundwater quality and the completion of specific 0 fegulate the‘dlsposgl of CCR from eIeFtr|g utiities s solid wastp: The
modifications and repairs to the impoundments. NCDEQ is expected o finalize federal regulation, which becamg effective in October 2015, clas§|f|es OCR as
its risk classifications as part of a public comment process. Duke Energy cannot nonhazardous wasts unt_iquubhtIe D of th.e Resource ans:.ervatzon and REFWEW
oredict the final classification. Act qnd allows for beneﬂpra} use of QCR with some Iregtnctmns. T[le regulation

The Goal Ash Act includes a variance pracedure for compliance deadines app|!e§ to all new angl existing Iandfllls, new and existing surface |mpnun@n]ents

: receiving CCR and existing surface impoundments that are na longer receiving CCR

and modification of requirements regarding structural fills and compliance S . ; »
boundaries. Provisions of the Caal Ash Act prohibit cost recavery in customer but contain liquid located at stations currently generating electricity (regardless
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of fuet source). The rule establishes requirements regarding landfill design,
structural integrity design and assessment criteria for surface impoundments,
groundwater monitoring and protection precedures and other operational and
reparting 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 indeperdently regulated by most states.
As a result of the EPA rule, Duke Energy Carolinas, Progress Energy, Duke Enesgy
Progress, Duke Energy Ohio and Duke Energy Indiana recorded additional asset
retirement obligation ameunts during 2015.

Coal Ash Liability

The ARQ 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 ¢losure methods 25 evaluaied 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 landfilk, or recycling the ash for concrete or some other beneficial use.

The ultimate method and timetable for clasure 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 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 2ssociated with the asset retirement obfigations
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
ARQs.

Cost recovery for future expenditures witl 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

Asset retirement obligations 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 informatien about the most recent site-spacific nuclear decommissioning cost studies. Decommissioning costs in the table
below are presented in dellars 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) Regquirement® Coststart Study
Duke Enargy $ 14 $ 8130  2013and 2014
Duke Energy Carolinas — 3,420 2013
Duke Energy Progress 14 3,550 2014
Duke Energy Florida — 1,160 2013

{a) Amounts for Progress Energy equal the sum of Duke Engrgy Progress and Duke Energy Florida.

(b} Amounts include the Subsidiary Registrant's pwnership interest in jointly owned reactors. Other joint owners are responsible for desommissioning costs related to their interest in the reactors,

Duke Energy Progress’ site-specific nuclear decommissioning cost studies were fited with the NCUC and PSCSC in 2015. New funding studies were complsted
and filed with the NCUC and PSCSC in 2015 as well, Accordingly, in January 2016 Duke Energy Progress received approval from the PSCSC to reduce the annual
funding requirement. The NCUC will decide on the appropriate funding Jevel in 2016, Duke Energy Progress will complete and file new funding studies with the

FERC in 2016.

Nuclear Decommissioning Trust Funds (NDTF)

Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida each maintain Nuclear Decommissioning Trust Funds (NDTF) that are intended to pay
for the 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. Use of the NTDF investments is restricted to nuclear
decommissioning activities including ficense termination, spent fuel and site restoration. The license termination and spent fuel obligations relate to contaminated
decommissioning and are recorded as AROs. The site restoration obligation relates to non-cantaminated decommissioning and is recordad to cost of removal within
Repulatory liabilities on the Consolidated Balance Sheets.

The following table presents the fair value of NDTF assets legally restricted for purposes of settling asset retirament obligations associated with nuclear
decommissioning.

December 31,
{in millions) 2015 2014
Duke Energy $ 4,670 $ 5,182
Duke Energy Carolinas 2,686 2,678
Duke Energy Progress® 1,984 1,701
Duke Energy Florida®® — 803

(a)  Amaunts for Progress Energy equal he sum of Duke Energy Progress and Duks Energy Florida,

(% Ouke Energy Florida is actively decommissioning Crystal River Unit 3 and was granted an exemption from the NRG which 2llows for unrestrictzd use of the NDTF. Therefore, the enlire balance of Duke Energy Florida's NOTF
may be applied toward license termination, spent fuel and site sestoration costs incurred to decommission Crystal River Unit 3.
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Nuclear Operating Licenses Unit Year of Exgiration
Operating licenses fer nuclear units are potentially subject to extension. Duke Energy Carolinas

The following table includes the current expiration of nuclear operating licenses. Catawba Units [ and 2 2043

Duke Energy Florida has requested the NRC terminate the operating license for MeGuire Unit 1 2041

Crystal River Unit 3 as it permanently ceased operation in February 2013. Refer McGuire Unit 2 2043

to Note 4 for further information on decommissioning aciivity and transition to Oconee Units 1 and 2 2033

SAFSTOR. Oconee Unit 3 2034
Duke Energy Progress

Brunswick Unit 1 2036

Brunswick Unit 2 2034

Haris 2046

Robinson 2030

ARO Liability Rollforward
The following table presents changes in the liability associated with ARQs.

Duke Duke Duke Duke Duke

Duks Energy  Progress Energy Energy  Energy Energy

(in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
Balance at December 31, 2013 $ 4,058 $1594 § 2570 $ 1,737 $ 833 § 28 $ 30
Acquisitions 4 — — — — — —
Aceretion expanse™ 296 113 135 97 38 2 2
Liabilities settled™ (68) — (68) — (68) — —_
Liabilities incurred in the current year® 3,500 1717 1,783 1,783 — — —
Revisions in estimates of cash flows® (174) 4 291 288 3 3 —
Balance at December 31, 2014 8,466 3428 4711 3,905 806 27 32
Acquisitions™ 226 — 226 204 A — —
Aceretion expanse® 384 165 203 159 M 4 15
Liabilities settled®™ (422 (200} {195) (125) (70) )] (23}
Liabilities incurred in the current year® 1,016 178 282 282 —_ 118 418
Revisions in estimates of cash flows™ 594 M7 142 132 9 (18) 83
Balance at December 31, 2015 $ 10,264 $3918 § 5369 $ 4,567 $ 802 § 125 $ 525

{a} Substantially all accretion expense for the years ended December 31, 2015 and 2014 relates to Duke Energy’s regulated electrit operations and has been deferred in accordance with regulatory accounting treatment.

{b} For 2014, amounts celate to nuclear decommissigning of Crystal River Unit 3, For 2015, amounts primarily refate to ash impoundment closures and nuclear decommissioning of Crystal River Unit 3,

{¢) For2014, amounts primarily relate to AROs recorded as & result of the Coal Ash Act and an agreement with the SCDHEC related ta the W.S. Lee Steam Station. For 2015, amounts primarily relate to AROs recorded as a result
of the EPA's rule for disposat of CCR.

{d) Amaounts for Progress Energy and Ouke Energy Progress primarily relate to Duke Energy Progress' site-specific nuclsar decommissioning cost studiss. The Duke Enargy amount also includes the impact of Duke Energy
Progress’ site-specific nuclear decommissioning cost studies on purchase accounting amounts.

{e) Duke Energy Progress amaunt relates to the NCEMPA acquisition. See Note 2 for additional information,

(i Primarily relates to the closure of ash impoundments.
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10. PROPERTY, PLANT AND EQUIPMENT

The following tables summarize the property, plant and equipment for Duke Energy and its subsidiary registrants.

December 31, 2015
Estimated Duke Duke Duks Duke Duke
Useful Lifa Duke Energy  Progress Energy Energy Energy Energy
(in millions) (Years) Energy Carolinas Energy Progress Florida Ohio Indiana
Land $ 1466 $ 407 % MI 3 392 $ 37 $ 118 $ 108
Plant - Regulated
Electric generation, distribution and transmission 8- 100 87,583 33,623 36,422 22,888 13,534 4429 13,118
Natural gas transmissfon and distribution 12- 67 2,322 — —_ —_ — 2322 -
Other buildings and improvements 15- 100 1,480 477 621 294 322 204 179
Plant — Nonregulated
Electric gereration, distribution and transmission 1-3t 3,348 — — — — — —
Other buildings and improvemenis 5-40 2,363 _ —_ — — — —_
Nuclear fusl 3,194 1827 1,367 1,367 — — -
Equipment 3-38 1,191 368 530 393 132 kLF} 1713
Constructien in process 4,525 1,860 1,827 1,118 708 180 214
Other 2-60 4,744 836 1,180 856 319 153 215
Total property, plant and equipment®@ 112,826 39,398 42,666 21,313 15,343 7,750 14,007
Total accumulated depreciation — regulated®ex (35,367) (13,521) (14,867 (10,141} (47200 (2,507) (4,484)
Total accumulated deprecfation — nonragulated=® (2,298) — — — _— — —
Generation facilities ta be retired, nat 348 — 548 548 —_ — —
Total nat property, plant and equipment $ 75,709 $25877 $28347 § 11720 $10,623 $ 5243 $ 9,523

{a) Includes capilatized leases of $1,470 milion, $40 millien, $302 million, $144 million, £158 million, $96 million, and $39 miltion at Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy
Florida, Duke Energy Ohio and Duke Energy Indiana, respectively, primarily within Plant — Regulated. The Progress Energy, Duke Energy Progress and Duke Energy Florida amounts are net of $85 million, $7 million and
$78 million, respectively, of accumulated amartization of capitalized lsases.

(b} Includes $1,621 million, $376 miltion, $645 million and $645 million of accumulated amortization of nuclear fuel at Duke Engrgy, Duke Energy Caralinas, Progress Energy and Duke Energy Progress, respectively.

{¢) includes accumulated amortization of capitalized leases of $58 million, $11 miltion, $27 million and $7 milion at Duke Energy, Duke Energy Carelinas, Duke Energy Ohio and Duke Energy Indiana, respectively.

{d} Includes gross praperty, plant and equipmant cost of consolidated YIES of $2,033 million and accumulated depreciation of consolidated VIES of $327 millian at Duke Energy.
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December 31, 2014
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 $ 1459 $ 43§ § 380 $ 3 § a4 $ 108
Plant — Regulated
Electric generation, distribution and transmission 2-138 82,206 31,751 33,672 20,616 13,056 3,956 11911
Natural gas transmissicn and distribution [2-67 2,230 — — — — 2,230 —
QOther buildings and improvements 9-100 1,445 465 607 286 318 200 173
Plant — Nonregulated
Electric generation, distribution and transmission 1-30 2,380 — — — — — —
Other buildings and improvements 3-30 2,498 — — — — — —
Nuclear fuel 2,869 1,676 1,190 1,190 — — —
Equipmant 3-34 1,762 341 506 388 118 330 166
Construstion in prosess 4,519 2,081 1,215 08 307 97 481
QOther 5-80 3.497 655 756 439 310 2t4 195
Total property, plant and equipmente'® 104,861 37372 38650 24,207 14,433 7,141 13,034
Total accumulated depraciation — regulated®e (32,628} (12,7000 (13,506) (8,021 (4,478) (2,213} 4,219
Total accumulated depraciation — nenregulaied«@ (2,196) — — — — — o
Gengration facilities to be refired, net 9 — — — — g —
Total net property, plant and equipment $ 70,046 $24672 $25144 $15,186 $ 9,955 $ 4937 $ 8815

{a) Includes capitalized leases of $1,548 milfion, $40 mitiion, $315 million, $146 million, $168 million, $98 million, and $30 million at Duke Energy, Duke Energy Caralinas, Progress Energy, Duke Energy Progress, Duke Energy
Florida, Duke Energy Ohio and Duke Energy Indiana, respectively, primarily within Plant — Regulated. The Progress Energy, Duke Energy Progress and Duke Energy Florida amounts are net of $72 millizn, 35 million and
$67 million, respectively, of accumulated amortization of capitalized leases.

{0} Includes $1,408 million, $847 million, $561 million and $561 million of accomulated amortization of nuclear fuel al Duke Energy, Duke Energy Carolinas, Progress Energy and Duke Energy Progress, respectively.

(¢) Incfudes accumulated amartization of capitalized leases of $52 million, 3 million, $25 million and $6 million at Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke Erergy Indiana, respeciively.

(d) Includes gross property, plant and equipment cost of conselidated VIEs of $1,873 million and accumulated depreciation of consolidated VIES of $257 million at Duka Energy.

The following table presents capitalized interest, which includes the debt companent of AFUDC.

Years Ended December 31,

{in millions} 2015 2014 2013
Duke Energy $98 375 389
Ouke Energy Carolinas 8 38 11
Progress Energy 24 11 19
Duke Energy Progress 20 10 16
Duke Energy Florida 4 1 3
Duke Energy Ohio 10 10 11
Duke Energy [ndiana 6 8 9
Operating Leases Statements of Operations. There are no minimum lease payments as all

i ) . ) payments are cantingent based on actual electricity generated by the renewable
Duke Energy’s Commercial Porifalio segment operates various renewable  energy projects. Contingent lease payments were $172 million, $164 million

energy projects and sells the generated output fo utilities, electric cooperatives, and $154 miltion for the years ended December 31, 2015, 2014 and 2013.
municipalities, and commercial and industrial customers through long-term As of December 31, 2015, renewable energy projects owned by Duke Energy
contracts. In certain situations, these long-term contracts and the associated and accounted for as operating leases had a cost basis of $2,455 million
renewable energy projects quality as operating leases. Rental income from and accumulated depreciation of $258 million, These assets are principally
these leases is accaunted for as Operating Revenues in the Cansofidated classified as nonregulated electric generation and transmissian 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
Regulated International Commercial

(in millions) Utilities Energy Partfolio Total
Goodwill at December 31, 2014@ $ 15,950 $ 307 § 64 $16321
Foreign exchange and other

changes — (38) —_ (38)
Acquisitions — — 58 58
Goodwill at December 31,2015 § 15950 § m s 122 $16,343

{a} Excludes fully impaired Goodwill related to the nonregulated Midwest Generation business which was sold
in (e second quarter of 2015, $ee Note 2 for further information related 1o the sate,

INTANGIBLE ASSETS

Duke Energy Ohio

Duke Energy Chio's Goodwill balance of $920 miltion is included in
the Regulated Utilities operating segment and presented net of accumulated
impairment charges of $216 million on the Consolidated Balance Sheets at
December 31, 2015 and 2014.

Progress Energy

Progress Energy's Goodwill is included in the Regulated Utilities operating
segment and there ara no accumulated impairment charges.

Impairment Testing

Duke Energy, Duke Erergy Ohio and Progress Energy perform 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 mare 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 recarded in 2015.

The fallowing tables show the carrying amount and accumulated amortization of intangible assets within Other on the Consolidated Batance Sheets of the Duke

Enargy Registrants at December 31, 2015 and 2014.

December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

(in millions) Energy Carclinas Energy Progress Florida Ohio Indiana
Emission aflowances $ $ 1 $8 $2 $4 $ — $ 14
Renewable energy certificates 118 30 80 80 — 5 —
Gas, coal and power contracts 24 — _— —_ — —_— 24
Wind development rights 115 —_ — — — —_ —-—
Other 68 —_ — — — — —
Total gross camying amounts 343 n 88 82 4 5 38
Accumulated amortization — gas, coal and power contracts {18) — — —_ — — (16)
Accumulated amartization — wind development rights (18 —_ — — — —_ —
Accumulated amartization — other {24 — — — — — —
Total accumulated amortization (58) —_ — - —_ — {18)
Total intangible assets, net $ 28 $ A $85 $82 $4 $ 5 $ 22
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December 31, 2014

Duke Duke Duks Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in millions} Energy  Carolinas Energy  Progress Florida Ohio Indiana
Emission allowances $ 2 $1 $7 $ 3 $4 § — $ 16
Ranawable energy certificates 97 25 69 ] — 3 —
Gas, toal and power contracts 24 — — — — — 24
Wind development rights 97 — — — — — —
QOther 16 — — — — — —
Total gross carrying amounts 317 26 76 72 4 3 40
Accumutated amortization — gas, coal and power contracts (13) — — — — — (13)
Accumutated amortization — wind development rights (14 — — — — — —
Accumulated amortization — other (25) — — — — — —
Total accumulated amortization (54) — — — — — (15
Total intangible assets, net $ 263 $26 $76 $72 $4 5 3 $ 25

Amortization Expense

The following table presents amortization expense for gas, coal and power contracts, wind development rights and other intangible assets.

December 31,
(in miflians) 2015 2014 2013
Duke Enargy $4 56 $13
Ouke Energy Ohio — 2 3
Duke Energy Indiana 1 1 1

The table below shaws the expected amortization expense for the next five years for intangible assets as of Dacember 31, 2015. The expected amortization
expense includes estimates of emission allowances consumption and estimates of consumption of commodities such as gas and coal under existing contracts, as
well as estimated amortization related to the wind develapment projects. The amortization amounts discussed below are estimates and actual amounts may ditfer
from these estimates due o such factors as changes in consumption patterns, sales or impairments of emission allowances or other intangible assets, delays in the
in-service dates of wind assets, additional intangible acquisitions and other events.

{in millions) 2016 2017 2018 2019 2020
Duke Energy $8 $8 $8 $7 $7
Duke Energy Indiana 2 2 2 2 2

12.  INVESTMENTS IN UNCONSOLIDATED AFFILIATES

EQUITY METHOD INVESTMENTS

Investments in domestic and international affiliates that are nat controlled by Duke Energy, but aver which it has significant influence, are accounted for using
the equity method. As of December 31, 20135, the carrying amount of investments in affiliates with carrying amounts greater than zero exceeded the underlying
investment by $60 million. These differences are attributable ta intangibles associated with underlying contracis which are reflected in the investments balance and
the equity in earnings reparted in the table below.
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The following table presents Duke Energy’s investments in unconsolidated affitiates accounted for under the equity methad, as well as the respective equity in

earnings, by segment.

Years Ended December 31,

2015 2014 2013
{in milliens} Investments  Equityinearnings  [Investments  Equity in earnings  Equity in earnings
Regulated Utilities $ 2 $ @ $ 3 $ @ M
International Energy 39 14 69 120 10
Commarcial Partfolio 433 {3) 208 10 7
Other 25 2 28 3 6
Total $ 499 $69 $ 358 $ 130 $ 122
During the years ended December 31, 205, 2014 and 2013, Duke Energy  pommercial Portfolio

received distributions fram equity investments of $104 millian, $154 million and
$144 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 far under the equity
method are discussed below.

International Energy

Duke Energy owns a 25 percent indirect interest in NMC, which owns and
operates a methanol and MTBE business in Jubail, Saudi Arabia. International
Energy’s economic ownership interest will decrease to 17.5 percent upon
successful startup of NMC's polyacetal production facility, which is expected to
oceur in January 2017.

154

Investments accounted for under the equity method primarily consist of
Duke Energy's approximate 50 percent ownership interest in the five Catamount
Sweetwater, LLC wind farm projects (Phase I-¥}, and DS Cornerstone, LLC. All
of these entities own wind powar prajects in the United States. Duke Energy
also owns a 50 percent interest in Duke American Transmission Co,, LLC, which
builds, owns ard operates slectric transmission facilities in North America.
Duke Energy also owns a 40 percent and 7.5 percent interest in Atlantic Coast
Pipaling, LLG and Sabal Trail Transmissian, LLG, respectively, which will buiid
and own natural gas pipalines.

Other

On December 31, 2013, Duke Energy completed the sale of its 50 percent
ownership interest in DukeNat, which owned and operated telecommunications
businesses, to Time Warner Cable, Inc. After retiring existing DukeNet debt and
payment of transaction expenses, Duke Energy receivad $215 million in cash
proceeds and recorded a $105 million pretax gain in the faurth quarter of 2013,
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13. RELATED PARTY TRANSACTIONS

The Subsidiary Registrants engage in refated party transactions in accordance
with the applicable state and federal commission regulations. Refer to the
Consolidated Balance Shests of the Subsidiary Registrants far balances due to of
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) 2005 2014 2013

Duke Energy Caralinas
Corporate governance and shared service expenses®

$ 914 § 851 § 9%

Indemnification coverages®™ 24 21 22
JDA revenyg® 51 133 121
1DA expense® 183 198 116
Pragrass Energy
Corporate govemance and shared services provided

by Duke Energy® $ 712 3 732 § 290
Corporate govemance and shared services provided

to Duke Enargy® — — g6
Indemnification coverages® 38 3 34
JDA revenue® 183 198 116
DA expense® 51 133 121
Duke Energy Progress
Corporate gavemance and shared service expenses™® $ 403 & 386 § 266
Indemnification coverages®™ 18 17 20
IDA revenue® 183 198 116
1DA expense® 5l 133 121
Duke Energy Florida
Corporate gavemance and shared service expenses™ $ 309 § 346 § 182
Indemnification coverages® 2 16 14
Duke Energy Chio
Corporate gavemance and shared service expenses® $ 342 % 316 § 37
Indemnification coverages® § i3 15

Duke Energy Indiana
Corporate gavemance and shared service expenses® $ 349 § 384 $ 422
Indemnification coverages®™ g [1 14

ta) The Subsidiary Registrants are charged their proportionate share of corporate govemance and other
shared services costs, primarily related to human resources, employes benefits, legat and accounting
fees, as well as other thirg-party costs. These amounts are recorded in Operation, maintenance and other
oA the Cansokidated 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 ar recorded in Operation,
maintenance and other on the Consolidated Statements of Operations and Comprehensive Incoma.

{c) Duke Energy Carolinas and Duke Energy Progress parlicipate in 2 JDA which allows the collective dispatch
of power plants between the service territaries ta reduce customer rates. Revenues from the sale of
nower under the 1DA are recorded in Qperating Revenues on 1he Consolidated Statements of Gperations
and Comprehensive Income, Expenses from tha purchase of power under the JOA are recorded in Fusl
used in electric generation and purchased power on the Consalidated Statements of Operations and
Comprehensive Income,

{d) In 2013, Progress Energy Senice Campany (PESC), a consolidated subsidiary of Progress Energy, charged
a proportionate share of corporate governance and other costs to conselidated affiliates of Duke Energy.
Corporate governance and other shared costs were primanily refated to human resources, employee
henefits, legal and accounting fees, as well as other third-party costs. These charges were recorded
as an offset 1o Dperation, maintenance and ather in the Gonsokidated Statements of Gperations and
Comprehensive Income, Effective January 1, 2014, PESC was contributed to Ovka Energy Corporate
Sepvices (BECS), 2 consolidated subsidiary of Duke Energy, and these costs were no longer charged out of
Progress Energy. Progress Energy recorded a non-cash after-tax equity transfer related to the contribution
of PESC to DECS in its Consolidated Statements of Changes in Camman Stackhalder's Equity.

In additien fo the amounts presented above, the Subsidiary Registrants
record the impact on net income of other affiliate transactions, incfuding rental
of office space, participation in 2 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 imgact of these
transactions was not material for the years ended December 31, 2015, 2014
and 2013 for the Subsidiary Registrants.

As discussed in Nate 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 largaly cash
but do include a subordinated note from CRC for a portion of the purchase price.

Duke Energy Ohia’s nonregulated indirect subsidiary, Duke Energy
Commercial Asset Management {DECAM), owned generating plants included
in the Disposal Group sold to Dynegy on April 2, 2015. On April 1, 2015, Duke
Energy Ohio distributed its indirect ownership inierest in DECAM to a Duke
Energy subsidiary and non-cash settled DECAM's intercompany loan payable
of $294 million. The intercompany loan payable recorded in Notes payable to
affiliated companies on Duke Energy Ohio's Consolidated Balance Shests was
$459 million as of December 31, 2014.

Refer to Note 2 for further information on the sale of the Disposal Group.

Intercompany 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 far the allocation of
consolidated tax liabilities and benefits. Income taxes recorded represent
amounts the Sulisidiary 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  Energy Energy Energy

{in millions) Carolinas  Energy Progress Florida  Chio Indiana
December 31, 2015
Intercompany income

tax receivable $122 $120 $104 $— $54 —
Intercompany incame

tax payable — — — 96 — 41
December 31, 2014

Intercompany income ~ $ 43 $713 $267 $174 339 395
tax receivable
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14.  DERIVATIVES AND HEDGING

The Duke Energy Registrants use commadity and interest rate contracts
to manage commadity price risk and interest rate risk. The primary use of
commaodity derivatives is to hedge the generation portfolio against changes in
the prices of electricity and natural gas. Interest rate swaps are used {o manage
interest rate risk assaciated with borrawings.

All derivative instruments not identified as narmal purchase/normal sale
{NPNS) are recarded at fair value as assets or liabilities cn 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 seftled
derivatives are recorded as operating activities on the Consalidated 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, US.
Treasury lock agreements and other finangial contracts. In anticipation of
certain fixed-rate debt issuances, a series of forward- starting interest rate
swaps may be executed to lock in componenis of eurrent market interest rates.
These instruments are later terminated prior to or upon the issuance of the
corresponding debt.

Cash Fiow 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 effactive
portion of the derivativa’s gain or loss is initially reported as a component of
other comprehensive income and subsequently reclassified info earnings ance

the future transaction effects earnings. Amounts for interest rate contracts are
reclassified to earnings as interest expanse aver the term of the refated

debt. Gains and losses reclassified out of AOC! for the years ended

December 31, 2015 and 2014 were not material, Duke Energy's interest rate
derivatives designated as hedges include interest rate swaps used to hedge
existing debt within the Intesnational Energy and Renewables' businesses.

Undesignated Contracts

Undesignated contracts include contracts not designated as a hedge
because they are accounted for under regulatary accounting and contracts that
do not qualify for hedge accaunting.

Duke Energy's interest rate swaps for its Regulated Utilities operations
employ regulatory accauniing. With regulatory accounting, the mark-to-market
gains or losses on the swaps are deferred as regulatory liabilities or regulatory
assets, respectively. Regulatary 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.

Interest rate contracts issued in 2015 that use regulatory accounting
include $400 million notional amount of forward-starting interest rate swaps
issued in October 201% at Duke Energy Carclinas to hedge debt anticipated to
be issued in 2018. fn fanuary 2015, Duke Energy Progress executed fixed-to-
floating rate swaps that also use regulatory accounting, The swaps were issued
to econamically convert $250 million of fixed-rate first mortgage bonds due
September 15, 2021, to floating rate with an initial rate of appraximately
1.75 percent.

As of December 31, 2015, Duke Energy entered into $900 million of
forward-starting interest rate swaps to fock in components of interest rates
for the expected financing of the Piedmont acquisition. In January 2016, Duke
Energy entered into an additional $500 million notional amaunt. The swaps do
not qualify for hedge accounting and are marked-to-market, with any gains
or losses included in earnings. The impact on net income was not material
in 2015. The swaps will be terminated in conjunction with the acquisition
financing. See note 2 for additional information related to the Piedmont
acquisition,

The following table shows notional amounts for derivatives related to interest rate risk.

December 31, 2015 December 31, 2014
Duke Duks Duke Duke Duke Duke
Duke Energy Progress Energy  Energy  Energy Duke Progress  Energy  Energy
(in millions) Energy Carolinas  Energy  Progress  Florida Ohio Energy  Energy  Florida Chio
Cash flow hedges™ $t0 $f— $— $—- §$§— $—- $MH0 $—- $—- % —
Undesignated conkracts 1,827 400 500 260 260 27 277 250 250 27
Total notienal amount $2,521 $ 400 % 500 $250 $20 $ 27 $10%7 $0 $0 ¢

fa) Quke Energy includes amounts related to consolidated Variable Interest Entities (VIEs) of $497 million and $541 miflion at December 31, 2015 and 2014, respectively,
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COMMODITY PRICE RiSK

The Duke Energy Registrants are exposed fo the impact of changes in the
prices of electricity, coal and natural gas. Exposuse to commodity price risk is
influenced by a number of factors including the term of cantracts, the liquidity of
markeis and delivery locations.

Regulated public utilities may have cost-based rate regulations and
various other cost recovery mechanisms that result in a limited exposure to
market volatility of commedity fuel prices. Financial derivative contracts, where
approved Dy the respective state regulatory commissions, can be used to
manage the risk of price volatility. At December 31, 2015, all of Duke Energy's
open commodity derivative instruments were undesignated because they are
accounted for under regulatory accounting. Mark-to-market gains or losses on
contracts that use regulatory aceounting are deferred as regulatory liabilities or
ragulatory assets, respectively. Undesignated contracts expire as late as 2048.

The Subsidiary Registrants utilize cost-iracking mechanisms, commanly
referred to as fuel adjustment clauses. These clauses allow for the racovery of
fuel and fuel-related costs, including settlements of undesignated derivatives
for fuel commodities, 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 — regulated or as Operating Revenues: Regulated electric

on the Consolidated Statements of Operations with an offsetting impact on
regulatory assets or liabilities. Therefore, due to the regulatory accounting
followed by the Subsidiary Registrants for undesignated derivatives, realized
and unrealized gains and losses on undesignated commodity derivatives do not
have an immediate impact on reported net income,

Mark-to-market gains and losses related to the nonregulated Midwest
generation business were recorded in discontinued operations and open
positions at April 2, 2014, were included in the sale of the Disposal Group.
Refer to Note 2 for further information on the sale of the Disposal Group. Gains
and losses on undesignated derivative contracts for nonregulated continuing
operations are not material.

Yolumes

The tables below show information relating to 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 perfectly offset, no quantities are shown.

December 31, 2015

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy

Enargy Carglinas Enerpy Progress Florida Ohio Indiana

Electricity (zigawatt-hours) 10 — — — — 34 k]
Naturai gas {millions of decathemms} 398 68 332 117 215 — —

December 31, 2014

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy

Energy Carolinas Energy Progress Florida Ohio Indiana

Electricity (gigawatt-hours)e® 25370 — — — —_ 19,141 —
Natural gas {millions of decatherms)® 676 35 328 118 212 313 —

{a)  Ouke Energy Ofio includes amounts related to the Disposal Group. Refer o Note 2 for further informatfon on the sale.

(b} Amounts at Duke Energy Ohio include intercompany positions that eliminate at Duke Energy.
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LOCATION AND FAIR YALUE OF DERIVATIVE ASSETS AND LIABILITIES RECOGNIZED IN THE CONSOLIDATED BALANCE SHEETS

The following tables show the fair value and balance sheet location of derivative instruments. Although derivatives subject to master netting arrangemants 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, 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 fnstruments
Curcent $12 $ — $1 $— $ 1 $ 3 $ 1
Noncurrent 4 — 4 — 4 — —
Total Derivative Assets — Commaodity Contracts $ 16 $ — $ 5 $— $ 5 $ 3 $ 1
Interest Rate Contracts
Designated as Hedging Instruments
Noncurrent $ 4 $ — $— $— $ — $— $ —
Nat Designated as Hedging Instruments
Currant 6§ — 6§ 2 2 — —
Total Derivative Assets - Interest Rate Contracts $ 10 § — $ 6 $ 2 $ 2 $ — y —
Total Derivative Assets $ 2 $ — $ 11 $ 2 $ 1 $ 3 5 1
Derivative Liabilities December 31, 2015

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Engrgy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Commodity Contracts
Not Designated as Hedging instruments
Cument $ 258 $ 32 $ 222 $ 17 $ 145 $ — $ —
Noncument 100 8 82 16 il — —
Total Derivative Liabilities — Commodity Contracts $ 356 $ 40 $ 314 § 93 $ 216 § — § -

Interest Rate Contracts
Designated as Hedging Instruments

Current $ 1 $ — $ — $ — $ — $ — $ —
Noncurrent 13 — — — —_— — —_
Not Designated as Hedging Instruments

Current 4 — 3 — _— 1 —_
Nongurrent 15 5 5 5 — ] —
Total Derivative Liabilities — Interest Rate Contracts $ 63 $ 6 $ 8 § 5 $ — $ 1 $ —
Total Derivative Liabilities $ 419 $ 45 § 322 $ 9 $ 216 $§ 7 $ —
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Derivative Assets December 31, 2014

Duke Duke Energy Progress Duke Energy Duke Energy Duke Ensrgy Duke Energy
{in millions) Energy Carolinas Energy Progress Florida Chio Indiana
Commodity Contracts
Not Designated as Hedging Instruments
Current Assets: Other $ 18 $ — $ — $ — $ — $ 1 $ 14
Current Assets: Assets held for sale 15 — — — — 28 —
Investments and Other Assets: Other 3 — — — — — —
Investments and Other Assets: Assets held for sale 15 — —_ —_ — 26 —
Current Liabilities: Other 1 — — — — — —
Current Liabilities: Assets held for sals 174 — — — — 175 —
Defemed Credits and Other Liabilities: Other 2 - — — — — —
Defered Credits and Other Liabilities: Assets held for sale 111 — — — — 111 —
Total Derivative Assets — Commodity Contracts $ 339 $ — $ — $ — § — $ 34l $
Interest Rate Contracts
Designated as Hedging Instruments
Investments and Other Assets: Other $ 10 $ — $— $ — § — $ — $ —
Not Designated as Hedging Instruments
Current Assets: Other 2 — 2 o 2 — —
Total Derivative Assets — Interest Rate Contracts § 12 § — 3§ 2 $ — $ 2 § — $ —
Total Derivative Assets $ 351 § — § 2 $ — § 2 $ 34l $ 11
Derivative Liabilities December 31, 2014

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy Duke Energy
(in millions} Energy Carolinas Energy Progress Florida Chio Indiana
Commodity Contracts
Designated as Hedging Instruments
Current Liabilities: Other $ — $ — $ 1 $ 1 $§ — § — §—

Not Designaled as Hedging Instruments

Current Assets: Assets held for sala — — — — — 4 —
Invesiments and Other Assets: Assets held for sale — — — — — 4 —
Current Liabilities: Other 307 14 288 108 180 — —
Current Liabilities: Assets held for sale 753 — - — — 252 —_—
Oeferred Credits and Other Liabilities: Other 9 5 80 23 57 — —
Deferred Credits and Other Liabilities: Assets held for sale 208 — — — — 207 —
Total Derivative Liabilities — Commodity Contracts $ 859 $ 19 $ 369 $ 132 $ 237 § 487 $ —
Interest Rate Contracts

Designated as Hedging Instruments

Cusrent Liabilitigs: Other $ 13 § — § — § — § — § — $—
Oeferred Credits and Other Liakilitias: Other P — — — — — —_
Not Designated as Hedging Instruments

Cuerent Liabilities: Other 1 — — — — 1 —
Deferred Credits and Other Liabilitiss: Other 7 — 2 — 2 5 —
Total Derivative Liabilities — Interest Rate Contracts $ 50 $ — $ 2 § — $ 2 $§ 6 $—
Total Derivative Liabilities S 909 $ 19 $ 371 $ 132 $ 239 $_473 $ —
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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 alt of Duke Energy’s outstanding
derivative coniracts are subjeck 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 pasition. 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 belaw.

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 518 $ — $ 17 $ 2 $ 3 $ 3 $ 7
Gross amounts offsat (3) — (2) — (2) — —_—
Net amounts presented in Current Assets: Other $ 15 $ — $ 8 $ 2 $ 1 $ 3 $ 7
Noencurrent
@ross amounts recognized $ 8 $ — $ 4 $— $ 4 $— $—
Gross amounts offset () — (4 — (4 o —
Net amounts presented in Investments and Other Assefs: Other  $ 4 i — i— $ — $— § — § —
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 $ $ 32 $ 225 L $ 145 $ 1 § —
Gross amounts offset {22) — (21) (1) (20 — —
Net amounts presented in Current Liabilities: Other $ 248 $ %2 $ 204 $ 76 $128 $ 1 $ —
Noencurrent
Gross amounts recognized 9 148 513 $ 97 $ 2 L | $ 6 $ —
Gross amounts offset {16) — (15) — {15} — —
Net amaunts presented in Defered Gredits and Other Lizbilities:

Other $ 132 $ 13 $ 82 $ 71 $ 56 $ 8 § —
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Derivative Assets December 31, 2014

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy  Duke Energy
{in millions} Energy Caralinas Energy Progress Florida Ohio Indiana
Current™
Gross amounts recognized $ 210 § — $ 2 $ — $ 2 $ 204 $ 14
Gross amounts offset {153) — () — ] {179) —
Net amounis subject to master netting L1 — — — — 25 14

Armounts not subject to master netting ovm — — — — — —
Net amounts recognized on the Condensed Consolidated

Balance Sheet § 57 § — $ — § — 3 — $ 25 $ 14
Noncuerent®
Gross amounts recognized $ 136 § — $ — $ — $ — $ 137 $ —
Gross amounts offset (88) — — — — (114) —
Net amounts subject 10 master nstting 48 — — — — e) —
Amounts not subject to master netting 5 — — — — — —
et amounts recognized an the Condensed Consdlidated

Balance Sheet $ 5 3 — $ — $ — $ — $ 23 $ —

(a)  Amounts for Duke Energy Registrants, except Duke Energy and Duke Energy Qhio, are ircluded in Other within Cument Assets on the Candensed Consolidated Balance Sheets. Amounts for Duke Energy and Duke Energy Ohio
are included in Other and Assets held for sale within Gurrent Assets on the Condensed Consolidated Balance Sheets.

(b)  Amounts for Duke Energy Registrants, except Duke Energy and Duke Energy Ohio, are inciuded in Other within investiments and Ciher Assets on the Condensed Consolicated Balance Sheets. Amounts for Duke Energy and Duke
Energy Chio are included in Other and Assels held for sale within Investments and Other Assets ¢n the Condensed Consofidated Bzlance Sheets.

Derivative Liabilities December 31, 2014
Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy  Duke Energy

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Current®
(ross amounts recognized $ 573 $ 14 $ 289 $ 109 $ 180 $ 257 § —
Gross amounts offset (213) — (17 — (17) (222) —
Net amounts subject to master netting 360 14 272 109 163 35 —
Amaunts not subject to master netting 1 — — — — — -
Net amounts recognized on the Condensed Consolidated

Balance Sheet $ 361 $ 14 $ 272 $ 109 $ 163 § 35 § —
Honcurrent®
Gross amounts recognized $ 319 $ 5 $ 82 $ A3 $ 59 $ 26 § —
Gross amounts offset (173} — 8 — (8) {193) —
Net amounts subject to master netting 146 5 M 23 51 23 —
Amounts not subject to master netting 16 — — — — — —
Net amaunts recognized on $he Condensed Consolidated

Balance Sheet $ 162 § 5 § $ 23 $§ 51 $ 2 § —

(c) Amounts for Duke Energy Registrants, except Duke Energy and Duke Energy Ohio, are included in Other within Gument Liabilities or the Condensed Cansolidated Balance Sheels. Amounts for Dike Energy and Duke Energy Ohfo
arg intluded in Other and Liabilities assotiated with 2ssets held for sale within Current Liatlifes on the Condensed Consolidated Balance Sheels.

(d)  Amounts for Duke Energy Registrants, except Duke Energy and Duke Energy Ohio, are included in Other within Osferred Credits and Other Liabilities on the Condensed Consolidated Balance Sheets. Amounts fos Duke Energy
and Cuke Energy Ohio are included in Other and Liabilities associated with assets held for sale within Deferred Credils and Other Liabilities on the Candensed Consolidated Balance Sheets.
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OBJECTIVE CREDIT CONTINGENT FEATURES

Certain derivative coniracts contain objective credit contingent features. These features include the requirement to post cash collateral or letters of credit if
specific events accur, such as a credit rating downgrade below investment grade. The following tables show information with respect to derivative contracts that are
in & net liability position and contain objective credit-tisk-related payment provisions. Amounts for Duke Energy Indiana were not material.

December 31, 2015

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio

Agaregate fair value of derivatives in a net liability position $ 334 $ 48 5 290 $ 93 $ 194 $ —

Fair value of collateral already posted Ki} — 30 — 30 —_
Additional cash collateral or letlers of credit in the event credit-risk-related

contingent featuras were triggared 304 45 260 93 164 —

December 31, 2014

Duke Duke Energy Progress Duke Energy Duke Energy Duke Energy

(in millions) Energy Carolinas Energy Progress Florida Ohio™

Aggregate fair value of derivatives in a net liability position $ 845 $ 19§ 3 $ 131 $ 239 $ 456

Fair value of collateral already posted 209 — 2 — 23 186
Additional cash collateral or letters of credit in the event credit-risk-related

contingent features were triggered 407 19 347 131 216 41

{a) Duke Energy Ohio includes smaunts related i the Disposal Group for the year ended December 31, 2014,

The Duke Energy Registrants have elected to offset cash collateral and fair
values of derivatives. For amounts to be netted, the derivative must be executed
with the same counterparty under the same master netting arrangement.
Amounts disclosed below represent the receivables related to the right to
reclaim cash collateral under master netting arrangements.

December 31,2015  December 31, 2014
Receivables

{in millions) Receivablas

Duke Energy

Amounts offset against net denvative $ 30
positions

Amounts not offset against net derivative — 64
positians

Progress Energy

Amounts offset against net derivative 30 23
positions

Duke Energy Florida

Amounts offset against net dedvative 30 23
positians

Duke Energy Ohio

Amounts offset against net derivative —
positions

Amounts not offset against net derivative — 64
positians

$ 145

122
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15. INVESTMENTS IN DEBT AND EQUITY SECURITIES

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 Flarida, (if) grantor trusts at Duke Energy Progress,
Duke Energy Florida and Duke Energy Indiana related to OPEB plans, (jii) Duke
Energy's captive insurarce investment portislio, and {iv) Duke Energy’s foreign
operations investment portfolic.

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 [imited oversight of the
day-to-day management of these investments. As a result, the ability to hold
investments in unrealized loss positions is autside the condrol of the Duke
Energy Registrants. Accordingly, all unrealized losses associated with debt
and equity securities within the Investment Trusts are considered other-than-
ternporary impairments and are recognized immediately,
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Investments within the Investment Trusts generally qualify for regulatary
accounting, and accordingly realized and unrealized gains and losses are
deferred as a regulatory asset or liability. Certain investmants held in Duke
Energy Florida's NDTF were acquired in a settlement with FMIO and do
not qualify for regulatory accaunting. Unrealized gains and losses on these
assets are included in other comprehensive income until realized, unless it
is determined the carrying value of an investment is other-than-temporarity
impaired, and realized gains and [osses are included within Other income
and expense, net on the Cansolidated Statements of Operations. The value of
these assets have not materially changed since the assets were acquired fram
FMJO. As a result, there is no material impact an earnings of the Duke Energy
Registrants.

OTHER AVAILABLE-FOR-SALE SECURITIES

Unrealized gains and losses en all other available-for-sale securities are
included in other comprehensive income uniil realized, unless it is determined
the carrying value of an investment is other-than-tempararily impaired. If an
other-than-temporary impairment exists, the unrealized loss is included in
garnings based on the criteria discussed below,

The Duke Energy Registrants analyze all investment holdings each
reporiing periad fo determina whether a decling 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,

DUKE ENERGY

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, (i) 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 racovery in markat vatue. If a decline in fair value is determined
10 be other-than-temporary, the investment is written down to its fair value
through a charge to eamings.

If the entity does not have an intent to sell a debt security and it is not
more fikely 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 companent of other comprehensive income, except for when
it is determined a credit loss exists. [n 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 heen less than the amortized cost basis, (i} changes
in the financial condition of the issuer of the security, or in the case of an asset
backed security, the finarncial condition of the underlying loan obligors, (ii)
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 secutity by rating
agencies. If a credit loss exists, the amount of impairment write-down {0 fair
value is split between credit loss and other fackars. The amaunt related to credit
loss is recognized in earnings. The amount related to ather factors is recognized
in other comprehensive income, There were no credit losses as of December 31,
2015 and 2014

The following table presents the estimated fair value of investments in available-for-sale securities.

December 31, 2015 December 31, 2014
Gross Gross Gross Gross
Unrealized  Unrealized Estimated Unrealized  Unrealized Estimated
Holding Holding Fair Holding Holding Fair
{in millions) Gains Losses®™ Value Gains Losses™ Value
NDTF
Cash and cash equivalents $ — $— 31 5 — $— § 13
Equity securities 1,823 58 3,590 1,926 29 3,650
Corporate debt securities 7 8 432 14 2 454
Municipal bonds 5 1 185 5 — 184
U.S. gavernment bonds il § 1,254 19 2 978
Other debt securities — 4 177 1 2 147
Total KOTF® $ 1,848 $ 7 $5817 31965 $ 35 35540
QOther Investments
Cash and cash equivalents $ — $— §$ 1/ 5 — $— 3 15
Equity securities 32 1 a5 K] — 9%
Corporate debt securities 1 3 92 1 1 58
Municipal bonds 3 1 T 3 1 16
U.S. government bonds — — 43 — — 27
Qther debt securities — 2 62 1 1 80
Total Other Investments'® $ 36 $ 7 $ 39 § 0¥ $ 3 ¢ 3w
Total Investments $ 1,862 $ 83 $ 6214 $ 2,004 $ 3 $ 5,901

{a} These amounts are recorded in Cther within Investments and Other Assets on the Consolidated Balance Sheets.

(b} Substantially all these amounts are considzred other-than-temparary impairments on investments within Investment Trusts that have been recognized immediately as a regulatory asset.
(c) The increase in estimated fair value of the NOTF as of December 31, 2018, is primarily dua to NOTF assets acquired with the purchase of NCEMPA's ownership interest in cerlain generating assets and tha NDTF assets
acquired in a settlement with FMJQL This is partially offset due to reimbursements from the NDTF for Duke Energy Florida's costs related to ongoing decommissioning activity of tha Grystal River Usit 3 Nuclear Plant, Refer to

Hote 2 for further information.
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The table below summarizes the maturity date for debt securities.

{in millions} December 31, 2015
Dug in ane year or less $ 120
Due atfter one through five years 115
Due after five through 10 years 538
Due after 10 years a8
Total $2,321

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows.

Years Ended December 31,

{in millions) 2015 2014 2013
Realized gains $193 $271 $208
Realized losses 93 105 65
DUKE ENERGY CAROLINAS

Tha following iable presents the estimated fair value of investments in available-for-sale securities.

December 31, 2015 December 31, 2014
Gross Gross Gross Gross
Unrealized  Unrealized  Estimated Unrealized  Unrealized Estimated
Hoiding Holding Fair Holding Halding Fair
{in millions) Gains Losses® Value Gains Lossas® Yalue
NDTF
Cash and cash equivalsnts $ — 3 — & # 5 - 5 — § #
Equity secunties 1,021 27 2,094 1,102 17 2,162
Corporate debt securities 3 5 292 8 2 316
Municipal bonds 1 — k| 1 — 62
1.5. government bonds 3 3 438 7 I 308
QOther debt securities — 4 147 1 ? 133
Total NDTF $ 1,028 $ 0B $ 3,038 $§ L1199 3§ 22 % 30
Other Investments
Other debt securities § — $ 1 3 3 35 - 1§ 3
Total Other Investments® § — $ 1 % 3 5 - 3 [
Total Investments $ 1,028 $ 4  $304 0 3 L9 0§ 23 % 303
{a) These amounts are recorcied in Other within Investments and Qther Assets on the Consolidated Balance Shegts,
{b) Substantially all these amounts represent other-than-temporary impairments on investments within Investment Trusts that have been recognized immediately as a regulatory asset.
The table below summarizes the maturity date for debt securities.

{in millions) Becember 31, 2015
Oue in one year or less $13
Dua after one through five years 187
Due after five through 10 years 215
Due atter 10 years 438
Total $913
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Realized gains and lesses, which were determined on 2 specific identification basis, from sales of avaitable-for-sale securities were as follows.

Years Ended December 31,

(in millions) 2015 2004 2013
Realized gains $158 $109 $115
Realized losses 8 93 12
PROGRESS ENERGY
The following table presents the estimated fair value of investments in available-for-sale securities.
December 31, 2015 December 31, 2014
Gross Gross Gross Gross
Unrealized  Unrealized  €stimated Unrealized  Uorealized  Estimated
Holding Holding Fair Holding Holding Fair

{in millions) Gains Losses® Yalug Gains Losses® Yalue
NDTF
Cash and cash equivalents $ — $— § 185 $ — $— § 8
Equity securities 802 kil 1,496 824 12 1,488
Corporate debt securities 4 3 140 6 - 138
Municipal bonds 4 1 152 4 — i22
U1.S. govemment bonds ) 2 816 12 1 670
Other debt securities — — 30 — - 14
Total NOTF® $ 818 L H $ 2119 $ 846 § 13 $ 2,517
Other Investmants
Cash and cash equivalents $ — $— § 18 $ — $— § 15
Municipal bonds 3 — 45 3 — 43
Total Other Investments™ $ 3 $ — $ 63 $ 3 $— % 58

Total Investments $ 821 $ 7 $ 2842 $ 849 § 13 $ 2,575

{a} These amaunts are recorded in Other within Investments and Other Assets or the Consolidated Balance Sheets.

{b} Substantially 21l these amounts are considered other-ihan-temparary impairments on investments within lnvestment Trusts that have been recognized immediately as a regulatory asset.

{c) The increass in estimated f2ir value of the NDTF as of December 31, 2015, is primarily due to NDTF 2ssels acquired with the purchase of NCEMPA's ownership interest in certain generating assets and the NDTF assels
acquired in a settisment with FMIC. This is partially offset due to reimbursements fram the KOTF for Duke Energy Florida’s costs related to ongoing decommissioning activity of the Crystal River Unit 3 Nuclear Plant. Refer fo
Note 2 for further information,

The table below summarizes the maturity date for debt securities.

(in millions) December 31, 2015
Due in one year ar less $ w4
Due after one through five years 496
Due after five through 10 years 254
Due after 10 years 339
Total $1,183

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows.

Years Ended December 31,

(in millions) 2015 2014 2013
Realized gains $ 33 $157 $490
Realized losses 13 11 46
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DUKE EHERGY PROGRESS

The following table presents the estimated fair value of investments in available-for-sale securities.

December 31, 2015 December 31, 2014
Gross Gross Gross Gross
Unrealized  Unrealized  Estimated Unrealized  Unrealized  Estimated
Holding Holding Fair Holding Holding Fair
{in mitlions} Gains Losses® Yalue Gains Losses® Yalue
NDTF
Cash and cash equivalents . $§ - $ — $ 10§ — 3 — § 50
Equity securities 598 25 1,178 612 10 1,171
Comorate debt securities 3 2 9 5 — 97
Municipal bands 4 1 130 1 — 120
1.8 government bonds ( 2 486 9 1 263
(ther debt securities —_— — 18 — —_ 8
Total KDTF< $ 609 $ 0 $ 2008 § 630 3 % 1711
Other Investments
Cash and cash equivalents 5 - &5 — 3 1 4 — 3§ - & —
Total Other Investments® $ — & - 5 14y — ¢ — % —
Total Investments $ 69 3 W % 209 60§ n % 171
{a) These amounts are recorded i Other with Investmants and Other Assets on the Sonsolidated Balance Sheets,
{t)  Substantially all these amounts represent other-than-temporary impairments on investments within Investment Trusts that have beer recognized immediately as a regulatory asset,
{c} As of December 31, 2015, the estimated fair value of the NDTF includes NDTF assets acquired with the purchase of NCEMPA's ownership interest In certain generating assets. Refer to Note 2 for further information,
The table helow summarizes the maturity date for debt securities.

{in millions) December 31, 2015
Dug in one year or less § 15
Due afler one thiough five years 285
Due after five {hrough 10 years 206
Due after 10 years 244
Total $750

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows.

Years Ended December 31,

{in millions) 2015 2014 2013
Realized gains $28 $19 $58
Realized losses 11 5 26
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DUKE ENERGY FLORIDA
The following table presents the estimated fair value of investments in available-for-sale securities.
December 31, 2015 Becember 31, 2014
Gross Gross Gross Gross
Unrealized  Unrealized  Estimated  Uncealized Unrealized  Estimated
Halding Holding Fair Holding Holding Fair

{in millions) Gains Lossos®™ Value Gains Losses™ Value
NOTF
Cash and cash equivalents $ - %3 - 5 ¥ § — 3 — % B
Equity securities 206 ] 318 212 2 317
Corporate debt secunties 1 1 44 1 — 41
Municipal bonds — — 2 — — 2
U.S. govemment bonds 2 — 330 3 — 403
Other debt securities — — 12 — — 6
Total NDTF@ $ w9 % T % 1§ 6 § 2 3 B
QOther Investments
Cash and cash equivalents | $ — ¢ — E 35 — § — 3 1
Municipal bonds 3 — 45 3 — 43
Total Other Investments™ 33 — % 5 3 i 8 — 3 M
Total Investments $ az 3% 7 % 192 § 219 2 3 80

(2) These amounts arg recarded in Other with Investments and Other Assets on the Consolidated Balance Sheets,

(b} Substantially all these amounts represent other-than-temparary impairments on investments within investment Trusts that have been recognized immediately as a regulatory agset,

(c) The decrease in estimaied fair valug of the NDTF as of December 31, 2015, is primarily due to reimbursements from the NOTF for costs refated to ongoing decommissioning activity of the Crystal River Unit 3 Nuclear Flant,
partially offset by the NDTF asset acquired in a settlement with FMI0. Refer to Note 2 for further information,

The table below summarizes the maturity date for debt securities.

{in millions) December 31, 2015
Due in ane year or less $78
Due after ane through five years 211
Due after five through 10 years 48
Due after 10 years 85
Total $433

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows.

Years Ended December 31,

{in millions) 2015 2014 2013
Realized gains $17 $138 $32
Realized losses 2 3 20
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DUKE ENERGY INDIANA
The following table presents the estimatad fair value of investments in available-for-sale securities.
December 31, 2015 December 31, 2014
Gross Gross Gross Gross
Unrealized  Unrealized  Estimated  Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair
(in millions) Gains Losses™ Yalue Gains Losses® Yalue
Other Investments
Cash and cash equivalents § — 8 — 8 2§ - 3 - % -
Equity securities 7 — n 28 — 2!
Corporate debt securities — — 2 — — —
Municipal bonds — 1 26 — 1 i
Total Other Investmentst® $ 78 1 wm 5§ 2 3 1§ 1
Total Investments $ 27 ¢ 1 m § 1 3 1§ 1

{a) Thase amounts arg recarded in Other within Investments and Other Assets on the Cansolidated Balance Sheets.
{t) Substantially 2l these amounts represent ather-than-temporary impairments on investments within [nvestment Trusts {hat have heen recognized immediately as a regulatory assst.

The table below summarizes the maturity date for debt securities.

(in millions} December 31, 2015
Due in one year or less $2
Due after one through five years 14
Due after five through 1D years g
Due after 10 years 3
Total $28

Realized gains and tosses, which were determined on a specific identification basis, from sales of available-for-sale securities were insignificant for the years
ended December 31, 2015, 2014 and 2013.
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16.  FAIR VALUE MEASUREMENTS

Fair vatue 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 technigue. These inputs may
be readily observable, corroborated by market data, or generally unobservable.
Valuation technigues maximize the use of observable inputs and minimize use
of unobiservable 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 levets based on the fair
value hierarchy:

Level 1 — Unadjusted quoted prices in active markets for ideniical assets or
liabilities that the reporting entity can access at the measurement date. An
active market is ane in which transactions for an asset or liability ocour with
sufficient frequency and volume to provide angoing pricing information.

Level 2 — A fair value measurement utilizing inputs other than quoted prices
included in Level 1 that are observable, sither directly or indirectly, for an asset
or liability. Inputs include (i) quoted prices for similar assets or liabilities in
active markets, (i) 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 basad on unobservable inputs. Instruments in this category include
non-exchange-traded derivatives, such as aver-the-counter forwards, swaps
and options; certain marketabie debt securities; and financial instruments
traded in less than active markets.

Level 3 — Any {air value measurement which includes unobservable inputs
for more than an insignificant portion of the valuation. These inputs may be
used with internatly developed methodologies that result in management's
best estimate of fair value. Level 3 measurements may include longer-term
instruments that extend info periods in which ohservable inputs are not available.

Not Categorized — As discussed in Note 1, certain invesiments ara not
categorized within the Fair Value hierarchy. These investments are measurad
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.

Transfers between levels represent assets or liabilities that were
previously (i) categorized at a higher (evel for which the inputs to the estimate
hecame less abservatle or {ii} classified at a lower level for which the inputs
became more ¢bservable during the peried. The Duke Energy Registrant's policy
is o recognize transfers between levels of the fair value hierarchy at the end
of the period. There were no transiers between Levels 1 and 2 during the years
ended December 31, 2015, 2014 and 2013. Transfers out of Level 3 during the
year ended December 31, 2014, were the result of forward commodity prices
becoming observable due to the passage of time.

Valuation methods of the primary fair value measurements disclosed
below are as follaws.
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Investments in equity securities

The majority of investments in equity securities are valued using Level 1
measurements, [nvestments in equity securities are typically valued at the
closing price in the principal active market as of the last husiness day of the
quarter, Principal active markets for equity prices include published exchanges
such as NASDAQ and New York Stock Exchange {NYSE). Fareign equity prices
are transtated from their trading cuerency 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 bacause 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.

Commedity derivatives

Commodity derivatives with clearinghouses are classified as Level 1.
Other commodity derivatives are primarily valued using intemally developed
discounted cash flow models which incorparate forward price, adjustments for
liquidity (bid-ask spread) and credit or non-performance risk (after reflecting
credit enhancements such as coltateral), and are discounted to present valus.
Pricing inputs are derived from published exchange transaction prives and
other observable data sources. In the absence of an active market, the fast
available price may be used, If forward price cuives 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 evalurates and validates pricing inputs used te estimate the fair value
of gas commodity contracis by a market participant price verification procedure.
This procedure provides a comparison of internal farward commodity curves to
market participant generated cuives,

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 cusves, notional
amounts, interest rates and ¢redit quality of the counierparties,

Goodwill and Long-Lived Assets and Assets Held for Sale

See Note 11 for a discussion of the valuation of gaodwill and long-lived
assets. See Note 2 related to the assets and related liabilities of the Disposal
Group classified as held for sale, and the purchase of NCEMPA's ownership
interests in certain generating assets.
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DUKE ENERGY

The following tables pravide recarded balances far assets and liabilities measured at fair value an a recurring basis on the Consalidated Balance Sheets,
Derivative amounts in the table befow exclude cash collateral which is disclosed in Note 14, See Note 15 for additfonal information related ta investments by major
security type.

December 31, 2015

{in millfens} Total Fair Yalue Levell  Llevel2?  Level3  Not categorized
Nuclear decommissioning trust fund equity securities $3580 $3418 § — % — $ 112
Nuclear decommissioning trust fund debt securities 2,221 672 1,555 —
Other available-for-sale equity securities 85 85 —_ — —_
Other available-for-sale debt securities 302 Ei) 222 5
Derivative assets 26 — 16 1

Total assets 6,240 4,260 1,783 15 172
Derivative liabilities {419) — (419) —

Nat assets $ 5821 $4260  $1,374 $ 15 $172

December 31, 2014

(in millions) Total Fair Yalue Levell  Level2  Level3 Mot categorized
Nuclear decommissioring trust fund equity securities 43650 $3493 3 6 § — $ 151
Nuclear decommissioning trust fund debt securities 1,899 648 1,251 —_
(ther trading and available-for-sale equity securities 9% 9% —_ — —_—
(ther trading and available-for-sale debt securities 263 41 217 5
Derivative assefs 110 49 24 37

Total assets 6,018 4327 1498 42 151
Derivative liabilities (668) {162 (468) (38)

Net assets $5350 $4165  $1,030 $ 4 $ 151

The fatlowing tables provide reconciliations af beginning and ending batances of assets and liabilities measured at fair value using Level 3 measurements.
Amounts included in earnings for derivatives are primarily included in Operating Revenues,

December 31, 2015
Derivatives

{in millions} Investments (nat) Total
Balance at begianing of period $ 3 $ () § 4
Total pretax realized or unrealized gains (losses) included in eamings — 21 21
Purchases, sales, issuances and settlements:

Purchases — 24 4

Sales - 1) (1)

Setilements — (37 (37
Total gains included on the Consclidated Balance Sheet as regulatory assets or liabilities —_ 4 4
Balance at end of period $ 5 $10 515
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December 31, 2014
Derivatives

{in millions) Investments {net) Total
Balance at beginning of period $20 $13 0§33
Total pretax sealized or unrealized gains {lesses) included in eamings —_ n )
Purchases, sales, issuances and settfements:

Purchases — 50 50

Sales (15) — (15)

Settlements — (54} (54)
Net transfers In (Out) of Level 3 due to observability of inputs — 6 f
Total losses included on the Consolidated Balance Shest as regulatory assets or liabilities — % it)
Balance at end of periad $ 5 s %4
Pretax amounts included in the Consolidated Statements of Comprehensive [ncome related to Level 3 measurements outstanding $— $04 38
DUKE ENERGY CAROLINAS

The following tables provide recorded baiances for assets and liabilities measured at fair value on a recurring basis on the Consalidated Balance Sheats.
Derivative amounts in the table below exclude cash collateral, which is disclosed in Note 14. See Nate 15 for additionat information refated ko investments by major

security type.

December 31, 2015

{in millions) Total Fair Value Level 1 LevelZ  Level 3 Not categorized
Nuctear decommissioning trust fund equity securities $2084 31922 % — $ — $ 172
Nuclear decommissioning trust fund debt securities 544 246 698 —
Other available-for-sale debt securities 3 — — 3

Total assets 3,041 2,168 698 k! 172
Derivative liabilites {45) — (45} —

Net assets $20996  $2168 § 653 $ 3 $ 172

December 31, 2014

{in miltions) Total Fair Value Level 1 Level 2 Level 3 Not categorized
Nuclear decommissioning trust fund equity securities $§2,162 %2005 § & § — $ 151
Nuclear decommissioning trust fund debt securities B7D 138 732 —
Other trading and available-for-sale debt securities 3 — — 3

Total assets 3,035 2,143 738 3 151
Derivative liabilitias {19) — (19 —

Net assets $§3016  $2143 § 719 $ 3 $ 151

The following tables provide a reconciliation of beginning and ending balances of assets and liakilities measured at fair value using Level 3 measurements.
There was no change to the Level 3 balance during the year ended December 31, 2015.

December 31, 2014
Derivatives
{in millions) {nvestments {net) Total
Balance at beginning of period § 3 $ (2 $ 1
Settlements — 2 2
Balance at end of period § 3 $— $ 3
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PROGRESS ENERGY

The following tables provide recorded balances for assets and liabilities measured at fair value on 2 recurring basis an the Conselidated Balance Sheets.

Derivative amounts in the table belaw exclude cash collateral, which is disclosed in Note 14. See Note 15 for additional information related to investments by major

security type.
December 31, 2015
{In millions) Total FairValve  Levell Levei2  Leveld
Nuclsar decommissioning trust fund equity securities $1496  $1486 5 — $—
Nuclear decommissioning trust fund debt securities 1,283 426 857 —
Other available-for-sale debt szcurities 63 18 45 —
Derivative assets 1 — 11 —
Total assels 2,853 1,940 813 —
Derivative liabilities (322) — (322} —
Nstassets $2531 $1940  $591 $—
December 31, 2014
{in millions) Total Fair Yalue Level1  Level2 Leve! 3
Nuclear decommissiening trust fund equity securitiss $1488  $1488 § — $—
Nuclear decommissioning trust fund debt securities 1,029 510 519 —
Dther trading and avaifable-for-sale debt securities 58 15 43 —
Derivative assets 4 — 4 —
Total assets 2,579 2,013 566 —
Derivative liahilitias (373) — (373) —
Netassets $2206  $2013 § 193 $—
DUKE ENERGY PROGRESS

The fellowing 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 fype.
December 31, 2015
{in millions} Total Fair Yalue Level1 Level2  Level3
Nuclear decommissioning trust fund equity sequrities $1,178 $,178  § — §
Nuclear decommissioning trust fund debt securities and oiher 860 11 119 —
Other available-for-sale debt securities and other 1 1 —_ —
Derivative assets 2 — 2 -
Total assets 2041 1,320 121 —
Derivative liahilitias {98) - (98) -—
Net assets $1,943 $1320  $623 $—
December 31, 2014
{in millions) Total Fair Value  Levell  Leye]2 Level 3
Nuclear decommissioning trust fund equity securities L1 L1 3 — $—
Nuclear decommissioning trust fund debt secunties and other 540 151 389 —
Total assets 1711 1,322 389 —
Derivative liabilities {133 — {132) —_
Net assets $1579  $1322  § 257 —
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DUKE EHERGY FLORIDA

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 belaw exclude cash collateral which is disclosed in Nate 14, See Note 15 for additional information related to investments iy major
security bype.

December 31, 2015
{in millions} Total Fair Value  Levell Level2 Level3
Nuclear decommissioning trust fund equity securities $318  $318 5 — §—
Nuclear decommissioning trust fund debt securifies and other 23 85 18 —
Other available-for-sale debt securities and other 51 § 45 —
Derivative assets 1 — 1 —_
Total assets 799 608 190 —_
Derivative liabilities (216} —  (Z16) —
Net assets (liabilities) $583 4609 S (28 $—

December 31, 2014
(in millions) Tofal Fair Value Levell Level2 Level 3
Nuclear decommissioning trust fund equity securities $317 $37 % — §—
Nuclear decommissioning trust fund debt securities and other 489 359 13 —_
Qther trading and available-for-sale debt sacurities and other 44 — 44 —
Derivative assets i — 4 —
Total assets 854 676 [78 —
Derivative liabilities (241) — {241 —
Net assets {iabilities) $613 3676 3 (63) $—
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OUXE ENERGY OHID

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Consolidated Balance Shests.
Derivative amounts in the table below exclude cash collateral, which are disclosed in Note 14.

December 31, 2015

{in miilions} Total Fair Yalue Level 1 Level2 Leveld
Derivative assets $ 3 $— $— $23
Derivative liahilities ) —_ (7 —

Net assets (liabilities) f$ @ $4— $Mm $3

December 31, 2014

{in millions} Total Fair Yalue  Levell Levei2 Level3
Derivative assets $49 $20 %3 9 s
Derivative liabilities (181) {117 (26) (38)

Net assets (liabilities) $(132 $0On $un s

The following table provides a reconciliation of beginning and ending balarces of assets and liabilities measured at fair value using Level 3 measurements.

Derivatives {net)

Years Ended December 31,

{in millions) 2015 2014
Balance at beginning of period $(18) $ @
Tota! pretax realized or unrealized gains (losses) included in earnings 2 ®
Purchases, sales, issvances and settlements:

Purchases 5 1

Settlements (5) (13}
Net transfers In (Qut) of Leve! 3 due to abservability of inputs —_ 6
Total gains included on the Consolidated Balance Sheet as regulatory assets or liabilities —_ 1
Balance at end of pericd $ 32 $(18)
OUKE ENERGY INDIANA

The following tables provide recorded balances for assets and liabilities measured at fair value on a recursing basis on the Consolidated Balance Sheets.
Derivative amounts in the table below exclude cash collateral, which is disciosed in Note 14. See Note 15 for additional information related to investments by major
security type.

December 31, 2015
{in millions) Total Fair Value  Levell Level2 Leval3
Other available-for-sale equity securities $ 11 $71 $— § —
Qther available-for-sale debt securities and other 0 2z 28 —_
Derivative assets 7 —_ — 7
Nat assets {liabilities) $108 $73 §28 § 7
December 31, 2014
{in millions) Total Fair Valus  Level 1 Level2 Level 3
Other trading and available-for-sale equity securities §71 $71 $— §—
Other trading and available-for-sale debt securities and other 30 — a0 —
Derivative assets 14 — — 14
Net assets (liabilitias) $115  §71  $30 $ 14
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The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements,

Derivatives (net)

Years Ended December 31,

{in millions) 2015 2014
Balance at beginning of period $ 14 $12
Total pretax realized or unrealized gains ingluded in eamings — 3
Puzchases, sales, issuances and seftlemants:
Purchases 19 49
Settlements (30) a1y
Total gains (losses} included on the Consolidated Balance Sheet as regulatory assets or liabilities 4 o
Balance at end of period $ 1 $ 14
QUANTITATIVE INFORMATION ABOUT UNOBSERYABLE INPUTS
The following table includes quantitative information about the Duke Energy Registrants’ derivatives classified as Level 3.
December 31, 2015

Fair Yalue
Investment Type {in millions) Yaluation Technigue Unobservabla Input Range
Duke Energy
Financial transmission rights (FTRs) $10  RTO auction pricing FTR price — per megawatt-hour (M) $(070—3% 7.9
Duke Energy Ohio
FTRs $ 3 RTO auction pricing FTR price — per MWh $ 067 —3 253
Duke Energy Indiana
FIRs $ 7 RTOauction pricing FTR price — per MWh 0079 —% 729

December 31, 2014

Fair Valne
Investment Type {in millions) Valvation Technique Unobservable Input Range
Duke Energy

Forward natural gas curves — prica per Million British Thesmal

Natural gas contracts $ (5  Discounted cash flow Unit (MMBtu) $ 212 —3 435
FTRs 14 RTO auction pricing FTR price — per MWh (19— 986
Electricity contracts (1) Discounted cash flow Forward elestricity curves — price per MWh 2516 — 5175
Commaodity capacity option contracts 2 Discounted cash flow Forward ¢apacity option curves — price per MW day 2100 — 108.00
Reserves {1 Bid-ask spreads, implied volatility, probability of default
Total Level 3 darivatives $ (0
Duke Energy Ohio
Elgctricity contracts $ (6)  Discounted cash flow Forward electricity curves — price per MWh $25.25 —3 5175
Natural gas cantracts (5 Discounted ¢ash flow Forward natural gas curves - price per MMBiu 212 — 435
Resarves M Bid-ask spreads, implied volatility, probability of default
Total Leved 3 derivatives $(18)
Duke Energy Indiana
FTRs $14 RTD auction pricing FTR price — per MWh $(19)—3 9386
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OTHER FAIR VALUE DISCLOSURES

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, 2015 December 31, 2014
{in millions) Book Yaiue Fair Yalue Book Yalue Fair Value
Duke Energy $ 39,569 $42,537 $39,968 $44,566
Duke Energy Carolinas 8,367 9,156 3,353 9,626
Progress Energy 14,464 15,856 14,668 16,851
Duke Energy Progress 6,518 6,757 6,170 6,696
Duke Energy Flerida 4,266 4,808 4823 5,787
Duke Energy Ohio 1,598 1,724 1,760 1970
Duke Energy Indiana 3,168 4219 3,769 4,456

At both Dacember 31, 2015 and December 31, 2014, fair value of cash and cash equivalents, accounts and nctes receivable, accounts payable, notes payable
and commercial paper, and non-recourse notes payable of variable inferast entities are not materially different from their carrying amounts because of the shart-term
nature of these instruments and/or because the stated rates approximate market rates,

17. VARIABLE INTEREST ENTITIES

AVIE is an entity that is evaluated for consolidation using more than consolidates a VIE, This assessment is based on (i} what party has the power
a simple analysis of voting contral. The analysis to determine whether an to direct the most significant activities of the VIE that impact its economic
entity is a VIE considers contracts with an entity, credit support for an entity, performance and (i) what party has rights to receive benefits or is obligated
the adequacy of the equity investment of an entity and the relationship of to absorb losses that are significant to the VIE. The analysis of the party that
vating power to the amount of equity invested in an entity. This analysis is consolidates a VIE is a continual reassessment,
performed either upon the creation of a legal entity ar upon the occurrence of No financial suppart was provided ta any of the consolidated VIES during
an event requiring resvaluation, such as a significant change in an entity’s the years ended December 31, 2015, 2014 and 2013, or is expected to be
assets or activities. A qualitative analysis of control determines the party ihat provided in the future, that was not previously contractually required.
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CONSOLIDATED VIEs
The fallowing tables summarize the impact of VIEs consolidated by Duke Energy and the Subsidiary Registrants on the Consolidated Balance Shests.
December 31, 2015
Duke Energy

Duke Duke Duke

Energy Energy  Energy
Carolinas  Progress  Florida

{in millions) DERF DEPR®  DEFR® GRG Renewables Other Total
ASSETS

Current Assets

Cash and Cash Equivalents $— $— $— §$— § — $2 § 2
Restricted receivables of variable interest entities (net of ailowance for doubtful accounts) 538 348 308 454 19 21 1,748
Other _ — —_ —_ 138 4 142
Investments and Other Assets

Other — — — — 10 — i}
Property, Plant and Equipment

Property, plant and equipment, cost® —_ _ —_ — 2,015 20 2,035
Accumulated depreciation and amortization — — — — (321) {8) (321
Total assets $596 $349 $309  $454 $1,971 $41  $3E70
LIABILITIES AND EQUITY

Current Liabilities

Accounts payable —_ - - — 35 — 33
Taxes accrued 5 3 — — 3 1 14
Currgnt maturities of long-term debt — — — — 108 17 125
QOther _— —_ —_ — 15 2 17
Long-Term Debt 425 234 5 Ky} 968 —_ 2,187
Deferred Credits and Other Liabilities

Deferred income taxes — — - — 289 — 289
Asset retirement obigations e — — — 35 — 35
Other — — — — n — 33
Total liabilities $430 $257 $225 $325 $1,488 $20 $2,745
Net assets of consolidated variable interest entities $166 $ 92 $84 $129 $ 433 $21 $ 925
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December 31, 2014
Duke Energy
Duke Duke Duke

Energy Energy  Energy
Carolinas  Progress  Florida

{in millions) DERF DEPR®  DEFR®™ CRG Renewables QOther Total
ASSETS

Current Assets

Restricted recaivables of variable interest entities (net of allowance for doubtful accounts} $647 $436 $305  $547 $ 20 $18  $1973
Other — — — — 68 6 74
[nvestments and Other Assets

Other — e —_ — 25 25 a0
Property, Plant and Equipment

Praperty, plant and equipment, cost® — — — — 1,855 18 1,873
Accumelated depreciation and amortization — — — — {250 (5 {255}
Regulatory Assets and Deferred Debits

Other — — — — 34 2 36
Total assets $647 $436 3305  $s47 $1,752 $64 33731
LIABILITIES AND EQUITY

Current Liabilities

Accounts payable — — — - 3 - 3
Taxes accruad — — — — 6 — 6
Current matusities of long-term debt — — — — 63 16 84
Other — — — — 16 5 21
Long-Term Dabt® 400 300 225 325 967 17 2,234
Deferred Gredits and Other Liabilities

Deferred incoms iaxes — — — — 283 — 283
Asset retirement obligations — —_ — — 2 — 29
Other - — — — L1 4 18
Total liabilitias $400 $300 $225 $325 $1.406 $42  $2,698
Net assets of consolidated variable interest entities $247 $136 380 222 $ 346 $22  $1053

(a) Restricted as collateral for non-recourse debt of VIES,
{h}  Mon-recourse tn the general assets of the applicable registrant
{c) The amount for Progress Energyis equal to the total amount for Duke Energy Progress and Duke Energy Florida.

The obligations of these VIES are nan-recourse to Duke Energy, Duke Energy Caralinas, Duke Energy Progress and Duke Energy Florida. These entities have no
requirement to provide liquidity o, purchase assels of or guarantee performance of these VIEs unless noted in the following paragraphs.

DERF / DEPR / DEFR under credit facilities to buy the receivables. Borrowing availability is limited
to the amount of qualified receivables sold, which is generally expected to
Duke Energy Receivables Finance Company, LLC (DERF), Duke Energy be in excess of the credit facilities. The credit facilities are reflected on the
Progress Receivables, LLC (DEPR) and Duke Energy Florida Receivables, LLC Consolidated Balance Sheets as Long-Term Det. The secured credit facilities
(DEFR} are bankruptcy remote, special purpose subsidiaries of Duke Energy were not structured to meet the criteria for sale accounting treatment under the
Carolinas, Duke Energy Progress and Duke Energy Florida, respectively. On a accounting guidance for transfers and servicing of financial assets.
daily basis, DERF, DEPR and DEFR buy certain accounts receivable arising from The most significant activity that impacts the ecanomic performance
the sale of electricity and/or related services from their parent companies. DERF, of DERF, DEPR and DEFR are the decisions made to manage delinquent
DEPR and DEFR are wholly awned limited liability companies with separate receivables. Duke Energy Carolinas, Duke Energy Progress and Duke Energy
legal existence from their parents and their assets are not generally available Florida consolidate DERF, DEPR and DEFR, respectively, as they make those
to creditors of their parent companies. DERF, DEPR and DEFR borrow amounts decisions.
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The fallowing table cutlinas amounts and expiration dates of the credit facilities.

DERF DEPR DEFR
Credit facility amount (in millions) $ 425 $ 0 3 225
Expiration date Decemnber 2018 February 2019 March 2D17
CRC holder, Cinergy, and {iii} deficiencies in net worth of CRC are not funded by

On a revalving basis, Duke Energy Ohio and Duke Energy Indiana sell to
CRC certain accounts receivable arising from the sale of electricity and related
services. The receivables sold are securitized by CRC through a $325 million
credit facility managed by two unrelated third parties. 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. The ceadit facility expires in December 2018 and is
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 recetvables sold. Depending on collsction experience, additional
equity infusions to CRC may be required by Duke Energy to maintain a minimum
equity balance of $3 million. There were na infusions to CRC during the years
ended December 31, 2015 and 2014.

CRC is cansidered a VIE because (i) equity capitalization is insufficient
to support its operations, (i) pewer to direct the most significant activities that
impact economic performance of the entity aie not performed by the equity

NON-CONSOLIDATED VIES

CGinergy, but by Duke Energy. The mast significant activity of CRC relates to the
decisions made with respect to the management of delinquent receivables. Duke
Energy consalidates CRC as it makes these decisions. Neither Duke Energy Ohio
nor Duke Energy Indiana consolidate CRC.

Renewables

Certain of Duke Energy's renewable energy facilities are VIEs due to
long-term fixed price pawer purchase agreements. These fixed price agreements
eifectively transfer commodity price risk to the buyer of the power. Certain other
of Duke Energy's renewatle energy facilities are VIES due to Duke Energy issuing
puarantees for debt service and operations and maintenance reserves in support
of debt financings. For certain VIEs, assets are restricted and cannot be pledged
as collateral or sold to third parties without prior approval of debt holders,

The most significant activities that impact the economic performance of these
renewable energy facilities were decisions associated with siting, negotiating
purchase power agreements, engineering, procurement and construction and
decisions associated with ongoing operations and maintenance-related activities.
Duke Energy censolidates the entities as it makes all of these decisions.

The tables below show VIEs not consolidated and how these entities impact the Censolidated Balance Shests.

December 31, 2015

Duke Energy

Duke Duke

Energy Energy

{in millions) Renewables Other Total Ohio  Indiana
Receivables $ — $— $— $ 0 $ 6D
Investments in equity method unconsclidated affiliates 235 152 387 — —
Total assets $ 235 $152 $387 $ 47 $ 60
Other current liabilities — 3 3 — —_
Deferred credits and other liabilities — 14 14 — —
Total liabilities $ — $ 17 $ 17 $— $—
Net assets (liabilities) $ 235 $135 $370 § 47 $ 60
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December 31, 2014
Duke Energy

Duke Duke

Energy Energy

(in millions) Renewables Other Total Ohia Indiana
Receivables $ — $ — $ — $ 91 $113
Investments in equity method unconsolidated affitiates 150 38 188 — —_
Intangibles — — — — —
Investments and other assets — 4 4 — —
Total assets $ 150 $ 42 $ 192 $ 01 $113
QOther current habilities — 3 3 — —
Defarred credits and other liabilities — 14 14 — —
Total liabilities $ — $ 17 $ 17 § — $ —
Net assets $150 $ 25 $ 175 $ 91 $113

The Duke Energy Registrants are not aware of any situations where the
maximum exposure to loss significantly exceeds the carrying values shown
above excapt for the power purchase agreement with OVEC, which is discussed
below, and various guarantees, some of which are reflected in the table abave
as Deferred credits and other liabilities. For marg information on various
guarantaes, refer to Note 7, “Guarantees and Indemnifications.”

Renewables

Duke Energy has investments in various renewable energy project entities.
Some of these entities are VIEs due to fong-term fixed price power purchase
agresments, These fixed price agreements effectively transfer commodity price
risk to the buyer of the power. Duke Energy does not consalidate these VIES
because power ta direct and control key activities is shared jointly by Duke
Energy and other owners.

Other

Duke Energy holds a 50 percent equity interest in Duke-American
Transmission Company, LLC (DATC}. DATC is considered a VIE due to insufficient
equity at risk te permit DATC to finance its own activities without additional
subordinated financial support. The activities that most significantly impact
DATC's economic performance are the decisions related to investing in existing
and development of new transmission facilities. The power to direct these
aciivities is jointly and equally shared by Duke Energy and the other joint
venture partner and, therefore, Duke Energy does not consolidate.

Duke Energy has a 40 percent equity interest and a 7.5 percent equity
interest in ACP and Sabal Trail, respectively. These entities are considered VIEs
as their equity is not sufficient to permit the entities to finance their activities
without additional subordinated financial support. The activity that most
significantly impacts the economic performance of both ACP and Sabal Trail is
construction. Duke Energy does not control these activities and therefore does
not consolidate ACP or Sabal Trail,

OVEC

Duke Energy Ohia's 9 percent awnership interest in QVEC is considered
a non-cansolidated VIE. Through its ownership interest in OVEG, Duke Energy
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Ohio has a contractual arrangement to buy pawer from OVEC's power plants
through June 2040. Progeeds from the sale of power by OVEC to its power
purchase agreement counterparties are designed to be sufficient to meet its
operating expenses, fixed costs, debt amortization and interest expense, as well
as earn a return on equity. Accordingly, the value of this contract is subject to
variability due to fluctuations in power prices and changes in OVEC's costs of
business, including costs associated with its 2,256 MW of coal-fired generation
capacity. Praposed environmental rulemaking could increase the costs of GVEC,
which would be passed through to Duke Energy Ohio. In 2014, Duke Energy Ghio
recorded a $94 million impairment related to QVEC,

CRC

See discussion under Consalidated VIEs for additional infarmation related
to GRC.

Amounts included in Receivables in the above table for Duke Energy
(hio 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 retained interests are
determined by aflocating 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 tess than two months, (i} credit
losses are reasonably predictable due fo the broad customer base and lack of
significant concentration and (jif) the equity in CRC is subordinate to all retained
interests and thus would absorb losses first. The hypathetical effect an fair
value of the retained interests assuming both a 10 percent and a 20 percent
unfavarable variation in credit losses or discount rates is not material due to
the short turnaver of receivables and historically low cradit loss history. Interest
accrues to Duke Energy Ohio and Duke Energy Indiana on the retained interesis
using the acceptable yield method. This method generally approximates the
stated rate on the notes since the allocated basis and the face value are neariy
equivalent. An impairment charge is recorded against the carrying value of bath
retained interests and purchased beneficial interest whenever it is determined
that an other-than-temporary impairment has occurred.
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Key assumptions used in estimating fair value are detailed in the following table.

Duke Energy Ohio Duke Energy Indiana
2015 2014 2015 2014
Anticipated credit loss ratio 0.6% 0.6% 0.3% 0.3%
Discount rate 1.2% 1.2% 1.2% 1.2%
Receivable tumover rate 12.8% 12.8% 10.6% 10.5%
The following table shows the gross and net receivables sold.
Duke Energy Ohio Duke Energy Indiana
(in millions) 2015 2014 2015 2004
Receivables sold $233 $ 273 $260 $310
Less: Retained interests 4 91 60 113
Net receivables sold $ 186 $ 182 $200 $197
The following table shows sales and cash flows related to receivables sold.
Duke Energy Qhio Duke Erergy Indiana
Years Ended December 31, Years Ended December 31,

(in millions) 2015 2014 2013 2015 2014 2013
Sales

Receivables sold $1,983 $2,246 $2.251 $2,827 $2913 $ 2,985
Loss racognized on sale 9 11 12 11 11 11
Cash Flows

Cash proceeds from receivables sold 1,995 2,261 2,220 2,870 2932 2944
Collection feas received 1 1 1 1 1 1
Retumn received on relained interasts 3 4 5 3 i i

Cash flows from the sales of receivables are reflected within Cash Flows From Operating Activities on Duke Eneray Ohie's and Duke Energy Indiana’s Gonselidated
Statements of Cash Flows.

Cotlection fees received in connection with servicing transferred accounts receivable are included in Operation, maintenance and other an Duke Energy Ohio's
and Duke Energy Indiana’s Consolidated Statements of Operations and Comprehensive Incame. The loss recognized on sales of receivables is ealculated monéhly 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-gff history, late charge history and turnover history on the sold receivabtes, as well 2s a component for the time value of money. The discount rate, or
component for the time value of maney, is the prior month-end LIBOR plus a fixed rate of 1.00 percent.

18. COMMON STOCK

Basic Farnings Per Share (EPS) is computed by dividing net income attributable to Duke Energy common siockholders, 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 steck outstanding during the period. Diluted EPS reflects the potential dilution that cauld occur if securities or
other agreements to issue common stock, such as steck options, were exercised or settled. Duke Energy’s participating securities are restricted stock units that are
entitled to dividends declared on Duke Energy common shares during the restricted stock unit's vesting periods.
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The following table presents Duke Energy's basic and diluted EPS calculations and reconciles the weighted average number of comman stock outstanding to the
diluted weighted average number of common stock outstanding.

Years Ended December 31,

(in millions, except per share amounts} 2013 2014 2013
Income from continuing operations attributable to Duke Energy common sinckholders excluding impact of participating securities $2,191 $2,446 $2,565
Weighted average shares outstanding — basic 584 707 706
Weighted average shares outstanding - diluted 694 707 706
Eamnings per share from continuing operations attributable to Duks Energy common stockholders

Basic § 402 $ 346 $ 3.64

Diluted $ 4.02 $ 346 $ 363
Potentially diluive items excluded fram the calculation® 2 2 2
Dividends declared per common sharg § 324 $ 315 $ 3.09

{a) Periomance stock awards and ceriin stock options wera not included in the dilutive securities calculation hecause either the pesformance measures related to the awards had not been met or the option exercise prices were
greater than the average market price of the comman shares during the presented periods.

On April 6, 2015, Duke Energy entered into agreements with each of Goldman, Sachs & Co. and JPMorgan Chase Bank, National Assaciation {the Dealers) to
repurchase a total of $1.5 billion of Duke Energy comman stock under an accelerated stock repurchase program (the ASR). Duke Energy made payments of $750
milion 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 $225 million unsettled portion met the criteria to be accounted for as
a forward contract indexed o Duke Energy’s stock and qualified as an equity instrument. 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 camplete the ASR. Approximately 19.8 millian 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 comman stock during the term of the orogram, less a discount,

19. SEVERANCE

During 2015, Duke Energy developed targeted cost savings initiatives aimed at reducing operating and maintenance expense. The initiatives include efforts
to reduce costs through standardization of processes and systems, leveraging technalogy and workforce optimization throughout the company in order to achieve
sustainable cost reductions. In conjunction with these initiatives, voluntary and invaluntary severance benefits were exiended to a total of approximately 900
employees. The following table presents the direct and allocated severance and related expenses recorded by the Duke Energy Registrants associated with these
initiatives. 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

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Year Ended December 31, 2015 $ 142 $ 93 t 3 $ 28 $ 8 $ 2 $ 6

In conjunction with the 2012 merger with Progress Energy, Duke Energy ang Progress Energy offered a voluntary severance plan to certain eligible employees.
As of December 31, 2015, all plan participans have separated from the company. The following table presents diract and allocated sevarance and refated expenses
recarded by the Duke Energy Registrants associated with this plan. Amounts are included within Operatian, maintenance and other on the Consolidated Statements of
(Operatians. Amounts for 2014 and 2015 were not material.

Duke Duke Duke Duke Duke

Duke Energy  Progress Erergy Energy Energy Energy

(in millions) Energy® Carolinas Energy Progress Florida Ohio Indiana
Yoar Ended December 31, 2013 § M $ 8 $19 314 $ 5 $ 2 $ 2

{a)  Includes $5 million of sccelerated stach award expense and $2 million of COBRA and health care reimbursement expense,

During 2013, in conjunction with the retirement of Crystal River Unit 3, severance benefits were made available to certain impacted unionized and non-
unionized employeas, fo the extent that those employees did not find job opportunities at other locations. For the year ended December 31, 2013, Duke Energy Florida
deferred $26 million of severance costs as a regulatory asset, Severance costs accrued in 2014 and 2015 related to this plan were not material. As of December 31,
2015, all plan participants have separated from the company, Refer to Note 4 for further discussion regarding Crystal River Unit 3.
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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,

Duke Duke Duke

Duke Energy Progress Energy Energy

{in millions) Energy Carolinas Energy Progress Florida
Balance at December 31, 2014 $ 28 $ 2 $ 18 § 1 $ 17
Provision/Adjustments 144 80 20 20 —
Cash Reductions (36) (4 {15) 2) (13)
Balance at December 31, 2015 4136 $ 73 $ 23 $ 19 § 4

20. STOCK-BASED COMPENSATION

The Duke Energy Corporation 2015 Long-Term Incentive Plar (the
2015 Plan) provides for ihe 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. Duke Energy has
not determined with certainty the amount of such new share issuances or open
market repurchases.

The 2015 Plan supersedes the 2010 Long-Term Incantive Plan, as
amended (the 2010 Plan), and the Progress Energy, Inc. 2007 Equity Incentive
Plan {the Progress Plan). No additional grants will be made from the 2010 Plan
and Progress Plan.

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) 2015 2014 2013
Duke Energy $38 338 §52
Duke Energy Carolinas 14 12 13
Progress Energy 14 14 23
Duke Energy Progress 9 9 14
Duke Energy Florida 3 5 g
Duke Energy Ohia 2 5 4
Duke Energy Indiana 4 3 4

Duke Enargy'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) 2015 2014 2013
Restricted stock unit awards $3 $39 $49
Parformance awards 23 22 M
Stock options — — 2
Pretax stock-based compensation cost $61  $61  $8
Tax benefit asseciated with stock-based

tompensation expense $23 B §;
Stock-based compensation costs capitalized 3 4 3
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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. Stock options outstanding at December 31, 2015, were
not exercisable and the aggregate intrinsic value was not material. The following
table summarizes information abeut stock options outstanding.

Weighted
Average  Weighted
Exercise Average
Stock Options  Price {(per Remaining
{in thousands) share) Life
Qutstanding at December 31, 2014 373 $ 64
Exercised {210) 62
7 years,
Qutstanding at Dacembar 31, 2015% 103 68 2 months

{a) Outstanding stock options all vested on January 1, 2016.

The following table summarizes additional information related 1o stock
options exercised and granted.

Years Ended Decembesr 31,

2015 2014 2013
Intrinsic value of options exercised (in milliens) $5 $6 35 26
Tax bensfit related to options exercised {in millions) 2 2 10
Cash received from cplions exercised fin millions) 17 25 9
Stock options granted {in thousands)® — — 310

fa) Stock options granted in 2013 were expensed immediately.

RESTRICTED STOCK UNIT AWARDS

Restricted stock unit awards generally vest aver periods from immediate
to three years, Fair value amounts are based on the market price of Duke
Energy’s comman stock on the grant date, The following table includes
imformation related to restricted stock unit awards.

Years Ended December 31,

2015 2014 2013
Shares awardad (in thousands) 324 557 612
Fair value {in millions) § 4 $40 s 4
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The following table summarizes information about restricted stock unit awards
ouistanding.

Weighted

Average Grant

Shares  Date Fair Yalue

(in thousands) {per share)

Qutstanding at December 31, 2014 1,080 369
Granted h24 79
Vasted (602} 68
Forfeited (49} 13
Outstanding at December 31, 2015 953 15
Restricted stock unit awards expected to vest 924 75

The total grant date fair value of shares vested during the years ended
December 31, 2015, 2014 and 2013 was $41 million, $52 million and $50
million, respectively. At Dacember 31, 2015, Duke Energy had $19 millian of
unrecognized compensation cost, which is expected to be recognized over a
weighted average period of one year, 11 months,

PERFORMANCE AWARDS

Stock-based performance awards generally vest over three years if
performance targets are met.

Performance awards granted in 2015, 2014 and 2013 contain market
conditions based on the total sharsholder 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 modef uses threg-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 Enargy’s relative TSR associated with the simulated stock
price at the end of the performance period plus expected dividends within tha
period results in a value per share for the award portfolio. The average of these
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simulations is the expected partfolio value per share, Actual fife to date results
of Duke Energy's relaiive TSR for each grant are incarporated within the model.

For performance awards granted in 2015, the model used a risk-fee
interest rate of 1.0 percent, which reflecis the yield on three-year Treasury
bands as of the prant date, and an expected volatility of 13.6 percent based on
Duke Energy’s histarical volatility over three years using daily stock prices.

The fallowing table includes information selated to stock-based
perfarmance awards.

Years Ended December 31,

2015 2014 2013
Shares awardad (in thousands) 642 542 633
Fair value {in millions) $ 26 $19 $ 28

The following table summarizes information about stock-based
perfermance awards cutstanding and assumas payout at the maximum level.

Weighted Average

Grant Date Fair

Shares Value

(in thousands) {per share)

Qutstanding at December 31, 2014 1,627 $ 42
Granted 642 41
Vested {211} 51
Forfeited (301) 38
Outstanding at December 31, 2015 1,697 40
Stock-based performance awards expected o vest 1,301 40

Tha total grant date fair value of shares vested during the years ended
December 31, 2015, 2014 and 2013 was $26 million, $27 million and
$42 million, respectively. At Decamber 31, 2015, Duke Engrgy had $22 million
of unrecognized compensation cost, which is expected to be recognized over a
weighted average period of one year, two months.
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Combined Notes to Consolidated Financial Statements — (Continued)

21. EMPLOYEE BENEFIT PLANS

DEFINED BENEFIT RETIREMENT PLANS

Duke Energy maintaing, and the Subsidiary Registrants participate in,
qualified, non-confributory defined benefit retirement plans. The plans cover
most U.S. emplovees using a cash balance formula. Under a cash batance
formula, a ptan participant accumulates a retirement benefit cansisting 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 formuta. Under these average
earnings formulas, a plan participant accumulates a retirement benefit equal
to the sum of peicentages of thair (i} highest three-year or four-year average
garnings, (il) 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 the Subsidiary Registrants
participate in, non-qualified, non-coniributory defined benefit retirement plans
which cover certain executives. As of Janvary 1, 2014, the qualified and non-
qualified non-contributory defined benefit plans are closed o new and rehired
nen-union and certain unionized employees.

Duke Energy uses a December 31 measurement date for its defined
banefit retirement plan assets and obligations.

Net periodic benefit costs disclosed in the tables below represent the cost
of the respectiva benefit plan for the periods presented. However, portions of the
net periodic berefit costs disclosed in the tables below have been capitalized as
a component of property, plant and equipment. Amaunts presented in the tables
below for the Subsidiary Registiants represent the amounts of pension and
other post-retirement benefit cost allocated by Duke Enesgy for empleyees of
the Subsidiary Registrants, Additionally, the Subsidiary Registrants are allocated
their proportionate share of pension and post-retirement benefit cost for
emplayees 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 palicy is to fund amounts on an actuarial basis to provide
assets sufficient te meet benefit payments &0 be paid to plan participants, The
following table includes infarmaticn 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
{in miilions) Energy  Carolinas Energy Progress Florida Chio Indiana
Anticipated Contributions:
2016 $145 43 $ 43 $u $ 20 § 4 $9
Contributions Made:
2015 $302 $481 $ 83 $ 42 $ 40 $ 8 $19
2014 — — — — — — —
2013 250 — 250 63 133 — —
QUALIFIED PENSION PLANS
Components of Net Periodic Pension Costs

Year Ended December 31, 2015
Duke Duke Duke Duke Duke

Duks Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Service cost $ 159 $ 50 $ M4 $23 $20 $ 4 $10
Interest cost on projected benefit obligation 324 83 104 48 54 18 b3
Expected retun on plan assets (516} (139 (171) 79 (87) (26) (42
Amortization of actuarial oss 166 k}:] E] 33 3 7 13
Amortization of prior service {credit) cost (15) n (3) (2) V)] — 1
Other ] 2 3 1 1 — 1
Net periodic pensfon costs® $ 126 $ 28 $ 42 $24 $18 $ 3 $10
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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 Chio  Indiana
Service cost $ 135 $oal $ %0 $21 $20 $ 4 $ 9
Interest cost on projected benefit obligation 344 85 112 54 57 20 PL|
Expected return on plan agsats {5E1} (132) (173) (85) {85) 27 (41
Amortization of actuanal loss 150 Kl 68 32 32 4 13
Amortization of prior service credit (15} ® 6)] @ (1) — —_
QOther B 2 3 1 1 — i
Net periodic pension costs®® $ 111 tn $ 47 $21 $ 24 $1 $ 1

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Chio Indiana
Service cost $ 167 $ 4 $ 60 $ 22 $30 $ 6 $ 11
!nterest cost oa projecied benefit obligation 320 80 116 50 53 21 28
Expected return on plan assets (549} (148) (199) (94) (87) (31) {46)
Amortization of actuarial loss 244 60 101 16 19 13 24
Amortization of prior service (credit) cost (11 {6 {4 {1 (2 — [
Qther 7 2 2 1 1 — l
Net periodic pension costs@® $178 LY $ 76 $24 4 $ 9 $ 19

(a) Duke Energy amaunts exclude $9 milkion, $10 millian, and $12 million for the years ended December 2015, 2014, and 2013, respectively, of reguiatory asset amogtization resulting from purchase accounting adjustments
agseriated with Dyka Energy's merger with Cinergy in April 2006

(b} Duke Energy Onio amounts exclude $4 million, $5 million, and $6 million for the years ended December 2015, 2014, and 2013, respectively, of regulatary asset amartization resulting from purchase accounting adjustments
associated with Duke Energy's merger with Cinergy in Aprii 2006,

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets

Year Ended December 31, 2015

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Chio  Indiana
Regulatory assets, net increase $13 $ 65 $ 18 $ 14 $ 4 $ 14 $ 1
Accumulated other comprehensive foss (income)
Deferred income tax expanse $ & $ — $ 5 $ — $ — $— $—
Actuarial losses arising during the year 4 — _ - — —_ _
Amortization of prior year service credit 1 — —_— —_ — — —
Amortization of prior year actuarial losses (11) — {4} — _— — —
Transfer with the dispasal group 3 - — — — — —
Reclassification of actuarial losses ta regulatory assets (6} — — — — — —
Net amount recognized in accumulated other comprehensive incoma $ (3 $ — $ 1 $ — $ — $— $ -
Year Ended December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Pragress Energy Energy  Energy Energy
{in millions) Energy Carolinas Energy Prograss Florida Ohio  Indiana
Regulatory assets, net increase (decrease) $ 12 $ 30 $(73) $ (17 $ 1 $17 $ 4
Accumutated other comprehensive (income) loss
Deferred income tax expense $ (10 $ — $ $ — $ — $— $—
Actuarial losses arising during the year 29 —_ — — — — _
Prior year service credit arising during the year — — — —_ — — —
Amortization of prior year actuarial losses €)] — — — — — —
Reclassification of actuarial losses to regulatory assets {1 — — — — — —
Net amaunt recognized in accumulated other comprehensive income $ 9 $ — $ @ $ — $ — $— $—
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Reconciliation of Funded Status to Net Amount Recognized

Year Ended Decembar 31, 2015

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy  Energy
{in millions) Energy Carolinas Energy Progress Florida Ohie  Indiana
Change in Projected Benefit Obligation
Obligation at prior measurament date $ 8,107 $2,053 $2,557 $1,187 $1,335 $ 489  $673
Obligation transferred with the Disposal Group (83 — — — — _ —_
Service cost 159 50 44 23 20 4 10
Intesest cost 324 a3 104 48 54 18 u
Actuarial gain (241) (53) {111 (48} (62} (9 (15)
Transfars — B 4 7 (3 8 —
Plan amendments (6) - - — — — #
Bensfits paid (533) (148) (147 (76) (58} (31 {42)
Qbligation at measurement date $13m $1,995 $2451 $1,143 $1,278 $_ 453  $648
Accumulated Benefit Obligation at measurement date $ 1,606 $1,993 $2414 $1,143 $1,240 $ 42§62
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $ 8,498 $2,300 $2,722 $1321 $1,363 $ 456 $ 681
Plan assets transferred with the Disposal Group (81) - — — — — —
Employer contributions 302 91 83 42 40 8 19
Actual return on plan assets (50) {10 (22 (1m {1} ¥ 3
Benefits paid (533) (148) (141 (76) (68) 3n 4z
Transfers — ] 4 1 (3) 8 —
Plan assets at measurement dats $ 8.138 $2.243 $2,640 $1.284 $1.321 $ 433 655
Funded status of plan $ 409 $ 248 $ 189 $ 141 $ 45 $ Q20 § 8

Year Ended December 31, 2014
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy  Energy
(in millions) Energy Carolinas Energy Progress Florida Ohie  Indiana
Change in Projected Benefit Obligation
Obligation at prior measurement date $ 7,510 $1.875 $2,738 $1,172 $1,23 § a4z $632
Service cost 135 41 40 21 20 4 9
Interest cost 344 85 112 34 57 20 29
Actuarial loss™ 618 132 211 98 105 41 41
Transfars — 3 (375 (61} ® (6} —
Plan amendments 0} (L) — — — (1} —
Benefits paid (496) (116) {70 (97} {71) 31) (38)
Obligation at measurement date § 8107 $2,053 $2,557 $1.187 $1335 $ 483 3673
Accumulated Benefit Obligation at measurement date § 7,966 $2,052 $2,519 $1,187 $1,207 $ 459 $ 645
Change in Fair Yalue of Plan Assets
Plan assets at prior measurement date $ 8,142 $2,162 $2,944 $1,330 $1,299 $ 448 3654
Acteal return on plan assets 852 217 300 149 144 45 65
Banefits paid (496) (116) (170} (97} (1) )} (38)
Transfers — 3 (352} {61} 9 (6) —
Plan assets at measurement date $ 8498 $2.300 $2,722 $1.321 $1,363 $ 456 3681
Funded status of plan § 391 § 247 $ 165 $ 134 $ 28 $ {13 3 8

{a) Includes 2n increase in benefit obligation of $180 million as a result of changas in Duke Energy’s mortality assumptions.
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Amounts Recognized in the Consolidated Balance Sheets

December 31, 2015

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy  Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio  Indiana
Prefunded pension® $ 414 § 252 $232 $ 145 $ 84 $ 1 § 8
Nongurrent pensign fiabifity™ $ 65 $ 4 $ 43 $ 4 $ 3 $ 21 $ —
Net asset recognized $ 408 $ 248 $188 $141 $_ 45 $020 $ 6
Regulatory assets $1.884 $ 472 $771 $ 360 $ 410 $79 %162
Accumulated other comprehensive (income) loss
Deferred income $ax asset $ (9 § - L] § $ — $—  $—
Prior service credit 4 — — — — — —
Net actuarial loss 130 — 17 —_ — — —_
Net amounts recognized in accumulated other comprahensive loss® $ 81 $ — $ 11 § — $ — $—  § —
Amounts to be recognized in net periodic pension costs in the next year
Unracognized net actuariak loss $ 132 $ 31 $ 5 $ 5 $ 31 $4 1
Unracognized prior sarvice credit (16) (8) {3) 2) 1y —_ —
December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy  Energy
{in milligns} Energy Carolinas Energy Progress Florida Ohip  Indiana
Prefunded pension® $ 441 § 247 $ 165 $134 § 28 $— § 8
Non-current pensian liability™ $ 50 § — $ — $ — § — $13  § —
Net asset recopnized $ 381 § 247 $ 165 $ 114 $ 28 ${(13) § 8
Regulatory assets $1711 § 407 $753 $ 346 $ 406 $80  §151
Accumulated other comprehensive (income) loss
Defered income tax assat $. (5 $ — $an $ — $ — $— 35—
Prior service credit 6] — — — — —_ —
Net actuarial loss 144 — 21 — — — —
Net amounts recognized in accumulated other comarehensive loss® 3 &4 $ — 3 10 $ — § -~ §— § —

{a) Incfuded in Other within Investments and Clher Assets on the Consclidated Balance Sheets,
fb} Included in Acerued pension and other post-retirement benefit cests on the Consolidated Balance Sheets.
(¢} Excludes accumulated other cemprehensive income of $13 million and $22 million as of December 31, 2015 and 2014, respectively, netof tax, associated with 2 Brazilian retirement plan.

Infarmation for Plans with Accumulated Benefit Obligation in Excess of Plan Assets

December 31, 2015

Duke Duke
Duke Progress Energy Energy
{in millfons) Energy Energy Florida Ohio
Projected bensfit obligation $1,218 $ 611 $ 611 $ 307
Accumulated benefit obligation 1,158 579 575 298
Fair valug of plan assets 1,151 574 574 289

December 31, 2014
Duke
Duke Energy
{in milligns) Energy Ohio
Projected benefit obligation $ 12 $ 315
Accumulated berefit obtigation 672 306
Fair valug of plan assets 652 302
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Assumptions Used for Pension Benefits Accounting

Tha discount rate used to determina the cuirent year pension obligation and following year's pensian expense is based on a bond selection-settlement portfolie
approach. This approach develops a discount rate by selecting a portfalio of high quality corporate honds 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 presant 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 employeas is seven 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 assumptians used for pension benefit accounting,

December 31,
2015 2014 2013
Benefit Obligations
Discount rata 4.40% 4.10% 4.70%
Salary increase 4.00% - 4.40% 4.00% - 4.40% 4.00% - 4.40%
Net Periodic Benefit Cost
Discount rate 4.10% 470% 4.10%
Salary increase 4.00% - 4.40% 4.00% - 4.40% 4.00% - 4.30%
Expected long-term rate of retum on plan assets 6.90% 675% 7.75%
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 Oecember 31,
2016 $ 628 $ 189 $164 $au $ N1 $ 35 $ 48
2017 639 199 167 92 73 35 47
2018 640 203 169 92 75 k! 4
2019 643 202 171 51 77 34 47
2020 641 201 174 92 B0 35 47
2021 - 2025 3,053 06 869 438 420 171 230

NON-QUALIFIED PENSION PLANS

Components of Net Periodic Pension Costs

Year Ended December 31, 2015

Duke Duke Duke Duke Duke

Ouke Energy Progress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohie indiana
Service cost $3 §— $1 $— $— $— $—
Interest cost on projected benefit obligation 13 1 4 1 2 — —
Amortization of actuzrial loss B — 2 1 2 —_ 1
Amortization of prior service cradit o) — {1) — — — _
Net periodic pension costs $21 $ 1 $ 6 {2 $ 4 $— $ 1
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Year Ended December 31, 2014

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

(in miltions) Energy Carolinas Energy Progress Florida Ohio Indiana
Service cost $ 3 $— $ 1 $ 1 $— $— $—
Interest cost on projected benefit obligation 14 1 ] 1 2 — —
Amortization of actuarial loss 3 — 2 — — — —
Amortization of prior service credit {1) — (1) — — — —
Net periodic pension cosis $19 $1 $7 $ 2 $ 2 $— §—

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Caralinas Energy Progress Florida Ohio Indiana
Service cost $ 3 $— $ 1 $1 $— $— $—
Interest cost on projected benefit obligation 13 1 7 1 1 — —
Amartization of actuarial loss 5 - 3 1 1 — —
Amartization of prior service credit (1) — (n — — — _
Net periodic pension costs $20 $ 1 $10 $3 $ 2 $— $—

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets and Liabilities

Year Ended December 31, 2013

Duke Duke Duke Duke Duks

Duke Energy Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Chie indiana

Regulatory assets, net (decrease) increase $(13) $2 $(18) ${ $(15) $— $(1)
Accumulated other comprehensive {income) loss

Deferred income tax benefit $§(N $— 3G $— $ — §— $—

Amaortization of prior service credit 1 — — — — — —_

Actuarial gains arising during the year 17 — 13 — — — —

Net amount recognized in accumulated other comprehensive less (income} $11 $— $ 8 $— $ — $— $—

Year Ended December 31, 2014

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Chio Indiana

Regulatory assets, net incraase $ 44 §1 §14 $4 $19 $1 $2

Regulatory liabilities, net decraase $(N $— $ — §— $— $— $—
Accumulated other comprehensive (income) foss

Deferred income tax benefit $ 4 $— $ 5 $— $— $— $—

Actuarial gains arising during the year (9 — (1) — — — —

Net amount recognized in accumulated other comprehensiva loss (incoma) $ & $— $® $— $— $— $—
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Reconciliation of Funded Status to Net Amount Recognized

Year Ended December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in mikiens) Energy Carolinas Energy Progress Florida Chio Indiana
Change in Projected Benefit Obligation
Dbligation at prior measuremeant date $337 $16 $116 $35 $61 $ 4 $5
Servica cost 3 —_— 1 —_ — — —_
Interest cost 13 1 4 1 2 — —
Actuarial losses (gains) 10 1 {1 — (14) — —
Transfers 4 — — — — — —_
Benefits paid {26) 4 (8) (3 (3) — —_
Obligation at measuremant date $341 $16 $112 $33 $ 46 $4 $5
Accumulated Benefit Obligation at measurement date $ 336 $ 16 $ 112 $ 33 $ 46 $ 4 $ 5
Change in Fair Yalue of Plan Assets
Plan asseis at prior measurement date — — — — _— — —
Banefits paid (28) 3] (8) (3) (3) — —
Employer cantributions 26 2 8 3 3 — —
Flan assets at measurement date § — $— $ — $— $ — $— $—

Year Ended December 31, 2014
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carofinas Energy Progress Florida Ohio Indiana
Change in Projected Benefit Obligation
Obligation at prior measurement date $304 $15 $140 $34 $19 $3 $5
Service cost 3 — l 1 — — —
Interest cost 14 I 5 1 2 — —
Actuarial losses™ 43 2 11 2 Vi)
Settlements — —_ — — — — —
Pian amendments — — — — — — —
Transfars — — (32 — q — —
Benefils paid 2n @ (9) 3 @ — i
Obligatien at measurement date $337 $16 $116 $35 $61 $ 4 $ 5
Accumulated Benefit Ohligation at maasurement date $ 3133 $15 $ 116 $ 3 $ 6L $ 4 $ 5
Change in Fair Yalue of Plan Assets
Plan assets at prior measurement date — — — — — — —
Benefits paid 2n (2) (9 (3 @ — (L
Employer contribudiens 27 2 9 3 4 — l
Plan assets at measurament date 3 — $— $ — $— $— $— $—

(8} Includes an increase in benefit obligation of 321 million as a result of changes in Duke Energy's mortality assumptions.
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Amounts Recognized in the Consolidated Balance Sheets

December 31, 2015
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Ohio Indiana
Curent pension liability®® $ 27 $ 2 $ 8 $ 3 $3 $— $—
Noncurrent pension liability® 34 14 104 30 43 4 5
Total acerued pension liability $341 $ 16 $112 $33 $ 45 $ 4 $ 5
Regulatory assets $ 76 $ 7 $ 16 56 $10 $1 $ 1
Accumulated other comprehensive (income) loss
Deferred income tax liability $ 3 $— $ $— §— §— $—
Net actuarial loss 9 — 8 — — — —
Net amounts recognized in accumulated ether comprehensiva income $ 6 $— $ 6 $— $— § — §—
Amounts to be recegnized in net perigdic pension expense in the next year
Unrecognized net actuarial loss $ 8 $— $1 $— $— §— $—
Unrecognized prior service credit (1) — — — — - —
December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Flarida QOhig Indiana
Current pension liabifity® $ 27 $ 2 § 8 $3 $ 4 $— $—
Non-current pension lability® 310 14 108 32 57 4 5
Total acerued pensicn liability $337 $ 16 $ 116 $ 3 $ 61 $ 4 $5
Regulatory assets $ 8 $ 5 $ a2 $ 7 $25 $1 § 2
Regulatory liabilities $ — $§— § — $— §— $— $—
Accumulated other comprahensive (income) loss
Deferred income tax asset $ 4 $— $§ 2 $— $— $— §—
Prior service credit (1} — - — — — —
Net actuarial gain ® — @ — — — —
Net amounts recognized in accumulated other comprehensiva income $ $ — 5@ $— $— $— $—
{a)  Included in Other within Current Liabilities on the Gonsolidated Balance Sheels.
(b}  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
December 31, 2015
Duke Duke Duks Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Caralinas Energy Progress Florida Ohio Indiana
Projected benafit cbligation $341 $ 18 $112 $33 $48 $4 $5
Accumutated benefit obligation 336 16 112 3 46 4 5
December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
(in millions} Energy Carclinas Energy Progress Florida QOhio Indiana
Projected benafit cbligation $337 $ 16 5118 $35 561 54 $5
Accumutated benefit abligation 13 15 118 35 6l 4 5
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Assumptions Used for Pension Benefits Accounting

The discount rate used to determine the curzent year pension obligation and following year's pension expensa 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 portfolia 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 and Progress Energy, seven years for Duke Energy Carolinas,
Duke Energy Ohie and Duke Enargy Indiana, 12 years for Duke Energy Progress and 17 years for Duke Energy Florida.

The following tables present the assumptions used for pension benefit accounting,

December 31,
215 2014 2013
Benefit Obligations
Discount rate 4.40% 4.10% 4.70%
Salary increase 4.40% 4.40% 4.40%
Net Periodic Benefit Cost
Discount rate 410% 4.70% 4.10%
Salary increasa 4.40% 4.40% 4.30%
Expected Benefit Payments
Diske Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy  Carclinas Energy Progress Florida Ohio Indiana
Years ending December 31,
2016 $ 28 $2 $8 $3 $3 $— $—
2017 2 2 8 3 3 — —
2018 25 2 8 3 3 — —
2019 26 2 8 3 3 — -
2020 25 2 8 3 3 — 1
2021 - 2025 126 9 38 12 16 1 2

OTHER POST-RETIREMENT BEHEFIT PLANS

Duke Energy pravides, and the Subsidiary Registrants participate in, some health care and life insurance benefits for retired employees on a contributary and
non-contributory basis. Employess are eligible for these benefits if they have met age and service requirements at retirement, as defined in the plans. The healih care
benefits include medical, dental, and prescription drug coverage and are subject to certain limitations, such as deductibles ard co-payments.

Duke Energy did not make any pre-funding contributions to its other post-ratirement benefit plans during the years ended December 31, 2015, 2014 or 2013.

Components of Net Periodic Other Post-Retirement Benefit Costs

Year Ended December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy  Prograss Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohig Indiana
Service cost $ 6 $1 $ 1 $1 § 1 $ — $1
Intgrest cost on accumulated post-retirement benefit obligation 16 9 15 8 1 2z 4
Expected return on plan assets (13 (8} — — — {0 n
Amortization of actwarial loss (gain) 16 (2} 28 18 10 2} 2
Amortization of prior service credit (140} (14} (102) (68) (35) — —
Net periodic post-retirement benefit costs ™ $ 5 $1a) $ (58 $(41) L)) $ (1) $ 2
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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 Bhio Indiana
Service cost $ 10 $2 $ 4 $ 1 $ 3 $— $1
Interest cost on accumulated post-retirement benefit ebligation 19 12 22 11 12 2 5
Expected return on plan assets {13) 9 — — — — (1
Amortization of actuarial loss (gain) a9 3 a2 ) 10 () —
Amortization of prior service credit (125) (11 (95) (73 21 — —
Net periodic post-retirament benefit costs®® $ $ 3 $en $30 $ 4 $— $5

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Senvice cost $ 24 2 $ I8 $ 9 § 7 $ 1 $1
Interest cost on accumulated post-retirement benefit cbligation 68 13 41 22 16 2 §
Expected retum on plan assets (14) (1) — — — (n (1
Amortization of actuarial loss (gain) 52 3 57 34 16 (1) |
Amortization of prior service credit (41} 0] (30 (20} (6) (5 —
Net periodic post-refirement benefit costsi® $ 89 $— $ 86 $ 45 $33 §— $6

{a)  Duke Energy amounts exclude $30 million, $9 million, and $8 million for the years ended December 2015, 2014, and 2013, respectively, of regulatery asset amarlization resulting from purchase accounting adjustments
assaciated with Duke Energy's merger wilh Cinergy in April 2006.

(b} Duke Energy Ohio amounts exclude $3 miltion, $2 million, and $2 million for the years ended December 2015, 2014, and 2013, respectively, of regulatory asset amortization resulting from purchase accounting adjustments
assotiated wilh Duke Energy's merger wilh Ginergy in Aprl 2008,

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets and Liabilities

Year Ended December 31, 2015

Duke Duke Duke Duke Duke
Duke Enargy Progress Energy Energy Energy Enerpy
{in millions) Energy Carolinas Energy Progress Florida Ohio  Indiana
Regulatory assets, ret increase (decrease) $ 1 $— $ 1 $ — $ 1 $— $
Regufatory liabilities, net increase (decrease) $ (92) $® $ (1) $ (36} $ (39) $ 2 $ 8
Accumulated other camprehensive (income) loss
Defarrad income tax benafit $§ 2 $— $ $ — $ — $— $—
Actuarial fosses (gains} anising dering the year (5 — 2 —_ — — —
Transfer with the disposal group (3 —_ — — — — —
Amortization of prior year prior service credit 3 — (1} — _ _ _
MNet amount recognized in accumulated other comprehensive income $ 3 $— § — $ — $ — $— $—
Year Ended December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
{in millions) Energy Garolinas Energy Progress Florida Ohio Indiana
Regulatory assets, net increase (decrease) $ 162 $ Y $ 129 $ 97 $§ @ $— $
Regufatory liabilities, net increase (decrease) $ 249 $ 76 $ 122 $ Bl $ 6l $ {2 $14
Aecumulated other comprehensive (income) loss
Dafarred income tax bengfit $ 1 $— $ 1 $ — $ — $— $—
Actuarial losses (gains) arising during the year 1 — i) — — —_ —
Prior year service credit arising during the year {6) — — — — — —
Amortization of priar year prior service credit 2 — — — — — —
Net amaunt racognized in accumulated other comprahensive income $ @ $— $§ W § — $ — $— $—
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Reconciliation of Funded Status to Accrued Other Post-Retfrement Benefit Costs

Year Ended December 31, 2015

Duks Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
(in millions) Energy  Carglinas Energy Progress Florida Ohio Indiana
Change in Projected Benefit Obligation
Accumulated post-retirement benefit obligation at prior measurement date $ 916 $220 $ 318 $207 $170 $39 $ 9%
Service cost 6 1 1 1 1 — 1
Interest cost 36 9 15 B 7 2 4
Plan participants’ contributions 20 4 7 4 3 1 2
Actuarial (gains) losses {39) (18) (0 (13) 1 (3 1
Transfers — 2 — —_ — — _—
Plan amendments (8} — — — - (1) {4
Benefits paid (100} (18) 4n (19 (28) (3] (13)
Obligation transferred with the Disposal Group )} — — — — —_ —
Accrued retiree drug subsidy 1 —_ — — —_ —_ —
Aceumulated post-ratirament benafit 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 - (0 — ] 23
Actual return on plan assets (1) (1 1 1 1 — (1
Benefits paid (100) (18) 47 (19 (28) () (13)
Employer contributions 62 4 39 15 25 2 8
Plan parlicipants’ cantributions 20 4 7 4 3 2
Plan assets at measurement date $ 208 $134 $ — $— $1 $8 $ 19

Year Ended December 31, 2014
Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
{in millions} Energy  Carplinas Energy Progress Florida Chio Indiana
Ghange in Projected Benefit Obligation
Accumulated post-retirement benefit obligation at prior measurement date $1,106 $265 $ 533 $ 233 $253 $42 $118
Service cost 18 2 4 1 3 — 1
[nterest cost 49 12 22 11 12 2 5
Ptan participants' contributions 25 10 8 4 4 — 2
Actuarial gains® 81 (35) (19) (21) e — (200
Transfers — 1 (48) @ — N —
Plan amendments (85) @ n — (78) (1 —
Banefits paid (103) (30 (44) 19 (24) (3 (1o
Aecrued retires drug subsidy l — — — - — —
Accumulated post-retivemeant benefit obligation at measurement date $ 916 $220 $ 3 $ 207 $170 $39 $ 96
Ghange in Fair Value of Plan Assets
Plan assets at prior measurement date $ 214 $143 $ — $ — $— $8 $ 18
Actual return on plan assets 18 12 — — —_ — 2
Bengfits paid (103) (31) 44) (19) (20) @ (ln
Transfars — n — — — — —
Employer contributions 73 12 36 14 0 3 n
Plan participants’ contributions 25 10 8 4 4 — 2
Plan assets at masurement date $ 27 $145 $ — § $— $ 8 $ 23

(a) Includes an increase in benefit obligation of $7 million as a result of changes in Duke Energy's martality assumptians.

195



FR 16(7)(1) Attachment - Annual Report 2015
Page 216 of 264

PART Il

DUKE ENERGY CORPORATION e DUKE ENERGY CAROLINAS, LLC « PROGRESS ENERGY, INC. »
DUKE ENERGY PROGRESS, LLC. « DUKE ENERGY FLORIDA, LLC. = DUKE ENERGY OHIO, INC. « DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — {Continued)

Amounts Recognized in the Consolidated Balance Sheets

December 31, 2015
Duke Duke Duke Duke Duke
Duks Energy Progress Energy Energy Energy Energy
(in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
Current post-retirement liability® $ @ $— A $ 18 $ 15 $ 2 $—
Noncurrent post-retirement liability® 583 68 323 172 149 25 68
Total accrued post-retirement lfability $ 620 $ 66 $ 354 $188 $164 $.2 $ 68
Regulatory assets $ 1 $— § 1 $ — § 1 $— $ 57
Regulatory liabilities $ 288 $ 68 § 51 $ 25 $ 26 $21 $ 83
Accumulated other comprehensive (income) Joss
Deferred income tax liability $ 1 $— $ — $— $— $— $—
Prior servica credit {6 — ey — — — —
Net actuarial gain (13) — — — — — —
Net amounts recognized in accumulated other comprehensive income $ (12} $— $_ (1) $— $— $— $—
Amounts to be recognized in net periodic pension expense in the next year
Unrecognized net actuarial loss (gain) $ 8 $ (3 $ 2 $13 $ 9 $ @ $ (@
Unrecognized prior service credit (142} (14 {103} (68) (35) — (n
December 31, 2014
Duke Duks Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carglinas Energy Progress Florida Ohio Indiana
Current post-retirement liability $ 35 $— $ A $ 16 $ 1 $ 2 3 —
Non-current post-retirement liablity™ 654 75 350 152 156 29 73
Total acerued post-retirement liakility 689 75 379 208 170 $ 3l $ 73
Regufatory assets — — — — — §— $ 64
Regulatory liabilities $ 380 $ 76 § 122 $ 6l $ 61 $ 19 $91
Accumulated other comprehensive {income) loss
Deferred income tax liability $ 5 $— $ 1 $— $— $— $—
Prior service credit 9) - e e — — —
Net actuarial gain (5) — (2 — — — —
Net amounts recognized in accumulated other comprehensive income $ 9 $ — $ W $ — $ — $ — $—

{a) Included in Other within Cument Liabilities on the Consolidated Balance Shests.
{b) Included in Actrued pension and other post-retirement benefit costs on the Gonselidated 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-settiement portfolio approach. This approach develops a discount rate by selecting a portfolio of high quality corparate bonds that generate
sufficient cash flow te 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 bend portfolio is selected, a single interest rate is determined that eguates nresent value of the plan's projected benefit payments
discounted at this rate with the market value of the bonds selected.

Tha following tables prasent the assumptions used for ather post-retirement bensfits accounting.

December 31,
2015 2014 2013

Benefit Obligations

Discount rate 4.40% 4.10% 4.70%
Net Periodic Benefit Cost

Discount rate 4.10% 4.70% 4.10%
Expected lang-term rate of return on plan assets 6.50% 6.75% 1.75%
Assumed tax rate 35% 35% 35%
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Assumed Health Care Cost Trend Rats

December 31,
2015 2014
Health care cost trend rate assumed for next year 1.50% 6.75%
Rate to which the cost trend is assumed to decline (the ultimate trend rate} 4.715% 4.75%
Year that rate reaches ultimate frend 2023 2023
Sensitivity to Changes in Assumed Health Care Cost Trend Rates
Year Ended December 31, 2015
Duke Duke Duke Duke Duke

Duke Energy Prograss Energy Energy Energy Energy
{in millions} Energy  Carolinas Energy Progress Florida Ohio Indiana
1-Percentage Point [ncrease
Effect on total service and interast costs $ 2 $— $1 § 1 $ — $— §—
Effect on post-retirement benafit obligation 29 i 12 6§ 6§ 1 3
1-Percentage Point Decrease
Effect on total service and interest cosis {1 —_ {1 o — — —
Effect on post-refirement benefit obligation (26) (6} i (6) (5) (0 &)
Expected Benefit Payments

Buke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions} Energy  Carolinas Energy Progress Florida Chio Indiana
Years ending December 31,
2016 $ 76 $ 18 $ 31 $ 16 $15 $ 4 $ 10
017 76 17 31 16 15 3 1
2018 74 18 30 16 14 3 9
2019 73 18 29 15 14 3 9
2020 71 18 29 15 13 3 8
2021 — 2025 312 80 129 68 60 14 33
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PLAN ASSETS
Description and Allocations

Duke Energy Master Retirement Trust

Assets for both the qualified pensian and other post-reirement benefits
are maintained in the Duke Energy Master Refirement Trust, Approximaiely 98
percent of the Duke Energy Master Retirement Trust assets were allocated to
quaiified pension plans and appreximaiely 2 percent were alfocated to other
post-retirement plans, as of December 31, 2015 and 2014, The investmant
objective of the Duke Energy Master Retirement Trust is to achieve reasonable
returns, subject to a prudent level of portfolia risk, for the purpose of enhancing
the security of benefits for plan participants.

As of Dacember 31, 2015, Duke Energy assumes pension and other
post-retirement plan assats will generate a long-term rate of retumn of 6.50
percent. The expectad lang-term rate of return was developed using a weighted
average calculation of expected returns based primarily on future expected
retums 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 prafile. 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 glebal securities
are held for diversification. Investments within asset classes are diversified
to achisve 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 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 Duke Energy Retirement Master 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
Retirement Master Trust to earn additional income. Securities lending involves
the loaning of secusities to appraved parties. In return for the loaned securities,
the Duke Energy Retirement Master Trust receives collateral in the form of cash
and securities as a safeguard against possible default of any borrower on the
raturn of the loan under terms that permit the Duke Energy Retirement Master
Trust to sell the securities. The Master Trust mitigates credii risk associated with
securities lending arrangements by monitoring the fair value of the securities
loaned, with additicnal collateral obtained or refunded as necessary. The fair
value of securities on loan was approximately $305 million and $383 millin
at December 31, 2015 and 2014, respectively. Cash and securities obtained
as collateral exceeded the fair value of the securities loaned at December 31,
2015 and 2014, respectively. Securities lending income eamed by the Master
Trust was immaterial for the years ended December 31, 2015, 2014 and 2013,
respectively.

Qualified pension and other post-retirement benefits for the Subsidiary
Registrants are derived from the Duke Energy Master Retirement Trust, as such,
each are allocated their proportionate share of the assets discussed balow.

The following table includes the target asset allocations by asset class at December 31, 2015 and the actual asset allocations for the Duke Energy Master

Retirement Trust.
Target Actual Allocation at Dacember 31,

Allecation 2015 2014
U.5. equity securities 10% 11% 10%
Non-U.3. equity securities 8% 8% 8%
Global equity securities 10% 10% 10%
Global private equity securities 3% 2% 3%
Debt securities 63% 63% 63%
Hedge funds % 2% 3%
Real estate and cash 2% 2% 1%
{ther global securities 2% 2% 2%
Total 100% 100% 100%
VEBA I

Duke Energy also invests other post-retirement assets in the Duke Energy Corporation Employes Benefits Trust {VEBA I}. The investment objective of VEBA | 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. VEBA | is passively

managed.

The following table presents target and actual asset allocations for VEBA | at Decemnber 31, 2015,

Actual Allocation at December 31,

Target
Allacation 2015 2014
1.3, aquity securities 0% 29% 29%
Debt securities 5% 28% 8%
Cash 25% 43% 43%
Total 100% 100% 100%
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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 metheds 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 markst 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 transiated 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 atter-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 ¢onsider the counterparty credit rating.
Most debt valuations are Level 2 measurements, If the market for 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. lnvestments in short-term investment funds with pubfished prices
are valued as Level 1. Investments in short-term investment funds with
unpublished prices are valued as Level 2.

Duke Energy Master Retirement Trust

Investments in reaf estate limited parinerships

Investments in real estate limited partnerships are valued by the irustee
at each valuation date (monthly). As part of the trustee's valuation process,
properties are externalty appraised generally on an annual basis, conducted
by reputable, independent appraisal firms, and signed by appraisers that are
memaers 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 appropriaeness of each valuation technigue depends on the type of
asset or business being valued, In addition, the trustee may cause additionat
appraisals to be performed as warranted by specific asset or market conditions.
Property valuations and the salient valuation-sensitive assumpticns of each
diract 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 correspording increase in fair valug. An independent firm is
hired to review and approve quarterly direct real estate valuations. Key inputs
and assumpticns used to determine fair value includes ameng others, rental
revenug and expense amounts and related revenue and expense growth rates,
terminat 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 Ieasing risk at
which point 2 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 leasing. 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.

The follawing tables provide the fair value measurement amounts for the Duke Energy Master Retirement Trust qualified pension and other post-retirement assets.

December 31, 2015

Not
{in millions) Total Fair Value  Levell level2 level3 Categorized®™
Equity securities $2160 $1470 $ 2 $— $ 688
Corporate debt segurities 4,362 — 4,362 — —
Short-term investment funds 404 192 212 — -
Partnership interests 185 —_ — — 185
Hedge funds 210 — — — 210
Real estate fimited partnerships 118 —_ —— — 118
11.S. govemment securities 748 — 748 — —_
Guaranteed investment contracts 31 — —_ k) | —
Governments bends — foreign M4 — k) — —
Cash 10 10 — — —
Government and commercial mortgage backed securities g — ] — —
Net panding iransactions and other investments (28) (36) 8 — —
Total assets® $8243 41636 $5375 $ 3 $ 1,201

(a) Duke Energy Carulinas, Progress Energy, Duke Energy Prograss, Duke Energy Flarida, Duke Energy Ohio and Duke Energy Indiana were allocated approximately 28 percent, 32 percent, 15 percent, 16 percent, 5 percent and
8 percent, respectively, of the Duke Energy Master Retirement Trust assets at December 31, 2015, Accordingly, all amaunts included in the table above are allacable to the Subisidiary 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.
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Dgcember 31, 2014

ot
{in millfons) Total Fair Value  Levell  level2  Level 3 Categorized®™
Equity securities $2348 $1825 $ 3 $— $ 718
Corporate debt securities 4,349 — 4,348 1 —_
Short-term investment funds 333 1 162 - —_
Partnership interests 298 — —_ — 288
Hedge funds 148 — — - 148
Real estate [imited partnesships 104 — — — 104
1I.S. government securities 917 — 916 1 —
Guaranteeq invesiment contracts R — —_ 2 —_
Governments bonds — forsign 44 — 4“4 —_ —
Cash 0 30 — — —
Government and commercial mortgage backed securities 9 — 9 —_ —
Net pending transactions and other investments 10 (10} 20 - —
Total assets® $8618  $1,916  $5502 $ 4 $ 1,266

(a) Duke Energy Carolinas, Progress Energy, Ouke Energy Progress, Duke Energy Florida, Duke Energy Ohio and Duke Energy Indiana were allocated approximately 28 percent, 31 percent, 15 percent, 16 percent, 5 percent and
8 percent, respectively, of the Duke Energy Master Retirement Trust assets at December 33, 2014, Accardingly, all amounts included in the table above are allecable to the Subsidiary Registrants using thase 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,

The following table pravides a reconcitiation of beginning and ending balances of assets of master trusts measured at fair value on a recurring basis where the

determination of fair value includes significant unobservable inputs (Level 3).

(in millions) 2015 2014
Balance at lanuary 1 $ 34 $37
Sales 2) @
Total gains {fosses} and other, net (1) 1
Balance at December 31 $31 $4
VEBA!
The following tables provide the fair value measurement amounts for VEBA | other post-retirement assets.
December 31, 2015
{in millions) Total FairValue Llevell  Level 2 Level 3
Cash and cash equivalents $ 18 $— $ 18 $ —
Equity securities 12 — 12 —
Debt securities 12 — 12 —
Total assets $ 42 $—  § 42 $ —
December 31, 2014
{in millions) Total Fair Value  Levell  Level2 Level 3
Cash and tash equivalents $ 21 $— $ 21 $ —
Equity securities 14 — 14 —
Dabt securities 13 — 13 —
Total assets $ 48 $ o $ 48 $ —
EMPLOYEE SAVINGS PLANS Duke Energy shares held by the savings plans are charged to retained earnings

Duke Energy sponsors, and the Subsidiary Registrants participate in,
employee savings plans that cover substantiaily all U.S. employees. Most
employees participate in a matching contribution formuta 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 pay period, Dividends on

200

when declared and shares held in the plans are cansidered outstanding in the
calculation of basic and diluted earnings per share.

As of January 1, 2014, for new and rehired nan-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,
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The fallowing table includes pretax emplayer matching contributions made by Duke Energy and expensed by the Subsidiary Registrants.

Duke Duke Duke Duke Duke

Duke Energy Prograss Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Chio Indiana
Years ended December 31,

2015% $158 $54 $48 $34 $13 $3 §7

2014% 143 47 43 30 14 3 7

2013 134 45 45 25 14 3 7

{a) For 2014 and 2015, amounts include the additional employer contribution of 4 percent of efigible pay per pay period for employees not efigibla to participate in a defined benafit plan.

22, INCOME TAXES

Income Tax Expense

Components of Income Tax Expense

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
Current income taxes
Federal $ — § 21§ $ (193 $ (56) $1 $ (18 $ (86)
State (12) 14 1 (L)] 7 n (12)
Fareign 99 — — —_ — — —
Total current income taxes 87 230 (192} (60 (6) (19) {98)
Deferred income taxes
Fedaral 1,089 345 694 334 290 96 245
State 181 57 27 27 58 5 17
Fareign {17) — — — - — —
Total deferred income taxes™ 1,253 402 Iril 361 348 101 262
Investment tax credit amortization (14) {5) {7 [t} — (n (1)
[ncame tax expense from continuing operations 1,326 627 522 294 342 81 163
Tax expense (benefit) fram disconfinued operations 19 — (1) — — 2 —
Total income tax expense included in Consolidated
Statements of Gperations 31345 $ 27 $ 521 $284 $342 $103 $ 163

(a) Includes benefits of net opsrating loss (NOL) carrlorwards and utifization of NOL and tax credit carrylorwards of $264 million at Dyke Energy, $15 million at Duke Energy Carolinas, $119 millien at Progress Energy,
$21 miflion at Duke Energy Progress, $84 miltion at Duke Energy Florida, $3 millian at Duke Energy Chio and $45 million at Duke Energy Indiana.
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Year Ended December 31, 2014

Duke Duke Duke Duke Dutka

Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio [ndiana
Current income taxes
Federal § — $ 161 $ (466) $(184) $ (53 $ 03 $(112)
State 56 51 (8 14 1 3 1
Foreign 144 — — — — — —
Total current income taxes 200 212 474) (170) (52) (70) {111y
Deferred income taxes
Fedaral 1,517 407 938 436 350 113 294
State 35 (25) 84 25 52 1 15
Fareign 1] e — — — — —
Total deferred income taxes™® 1,485 382 1,022 461 £02 114 300
Investment tax credit amortization {16) (6) (8) (6} (1) (1) (1)
Income tax expense fram continuing operations 1,669 588 540 285 3% 3 197
Tax benefit from discontinued operations (295) — {4 — — (300) —
Total income tax expense (benefit) included in Consolidated
Statements of Operatians $ 1,374 $ 588 $ 536 $ 285 $ 349 ${257) $ 197

{a) There were no benefils of NOL carmfonvards.
{h) Includes utilization of NOL and tax credit carryforwards of $1,544 million at Duke Energy, $345 million at Duke Enargy Garolinas, $530 million at Progress Energy, $291 million at Duke Enargy Progress, $64 miflion at
Duke Energy Florida, $56 million at Duke Energy Ohio and $141 millian at Duke Energy Indiana,

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Enerpy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Current income taxes
Federal $ (141) $ 45 $ (221) $ (70 $(143) $ 4 $ (88)
State - @ 11 (37) (10 (13) (4 7
Foreign 151 — — — — — —
Total current incoma taxes (30 60 (258) (803 (156) (28) (81}
Deferred income taxes
Federal 1,092 464 565 316 326 85 276
State 144 75 84 56 44 6 28
Foreign 14 —_ — — — — —
Total deferred income taxes® 1,250 539 639 375 n n 305
fnvestment tax credit amartization {15) (5 (8 N {1 — ]
Income tax expense from continuing operations 1,205 594 73 288 213 43 223
Tax expense (benefit) from discontinued cperations 29 —_ 26 — — 32 —

Total income tax expense included in Consolidated
Statements of Operations $1,234 $ 594 $ w7 $ 288 $213 $ 5 $223

(a) Includes henefits of NOL carryforwards of $808 million at Duke Energy, $458 million at Progress Energy, $64 mitlion ai Duke Energy Progress, $301 million at Duke Energy Florida and $179 million at Duke Energy Indiana,

Duke Energy Income from Continuing Operations before Income Taxes

Years Ended December 31,
(in millfons) 2013 2014 2013
Domestic $3,828 $3,600 $3,183
Foreign 309 534 612
Incame from cantinuing operations before income taxes $4,137 $4,134 $3,795
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Statutory Rate Reconciliation

The following tables present a reconciliation of income tax expense at the U.S. faderal statutory tax rate te the actual tax expense from continuing operations.

Year Ended December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in milfions) Energy Garolinas Energy Progress Florida Ohio Indiana
Income tax expense, computed at the statutery rate of 35 percent $ 1,448 $ 598 $ 555 $ 302 $ 330 $a $ 168
State income tax, net of federal income tax effect 109 46 18 15 3 2 2
Tax differential on foreign eamings 27) —_— — — — — —
AFUDC equity income (58) (34} {19 {1n 3 (1) #
Renewable energy production tax credits {72) — (1) — — — —
Audit adjustment (22) — (23) 1 (24) — -
Tax frue-up 2 2 {3 (4) 2 (5) (9
Other items, net (54) 15 (5 (3 4 4 6
Income tax expense from continuing operations $1,326 $ 8 $ 522 $ 294 $ 342 $ 8 $ 163

Effective tax rate 21% 36.7% 329% 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 Propress Florida Chio Indiana
Income tax expense, computed at the statutory rate of 35 percent $ 1,447 $ 581 $ 497 $ 263 $314 $ 39 $19
State income tax, net of federal income 1ax effect 59 17 48 25 3 3 10
Tax differential on foreign earnings™® {110 — — — — — —
AFUDC equity income (47) (3% 9 @ — Y] {3)
Renewable energy production tax credits (87 e e — e o —
International tax dividend® 73 — — — — — —
Other items, net 14 22 3 6 1 2 (3
Income tax expense (henefit) from continuing operations $ 1,669 $ 588 $ 540 $ 285 $ 349 $ 4 $197

Effective tax rate 40.4% 35.4% 38.0% 37.9% 18.9% 38.9% 35.5%

{a) Includes a $57 million benefit as a result of the merger of two Chilean subsidiaries and a changa in incoma tax rates in various counlries primarily refating to Peru.

(b} During 2034, Duke Energy declared a taxable dividend of forelgn eamings in (h formt of notes payable that was expacted to result in the repatriation of approximately $2.7 billion of cash held, and expected to he generated,
hy International Energy aver a period of up to eight years. |n 2015, approximately $1.5 billion was remitted. As a resul of the decision to repatriate cumulative historical undistributed foreign eamings Duka Energy recorded
L1.S. income tax expense of appraximately $373 million in 2014,

Year Ended December 31, 2013

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions} " Energy Carolinas Enerpy Progress Florida COhio Indiana
Income tax expense, computed at the statutory rate of 35 percent $1,328 $ 549 $ 361 $276 $188 $ 39 $ 203
State income tax, net of federal income tax effect 66 56 3l 31 20 2 23
Tax differential on foreign earnings (49) — — — — — —
AFUDC equity income (55) (32) (18) (15 3 — 6]
Renewable energy production tax credits (62} — — — — — —
Other items, net (23) 21 (0 @ 8 2 2
Income tax expense from continuing operaticns $ 1,205 $ 334 $ M 288 $ 213 $ 43 $ 22
Effective fax rate 31.8% 37.8% 36.2% 36.5% 39.6% 39.1% 38.4%
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Valuation allowances have been established for certain foreign and state NOL carryforwards and state income tax credits that reduce deferred tax assets to an
amaunt that will be realized on a more-likely-than-not basis. The net change in the total valuation allowance is included in Tax differential on forsign eamings and
State income tax, net of federal income tax effect in the ahove tables,

Undistributed Foreign Earnings

As of December 31, 2015, Duke Energy’s intention was ta indfinitely reinvest undistributed earnings generated by Duke Energy’s foreign subsidiaries, As a
result, na U.S. taxis recarded on such earnings of approximately §250 miilion. The amount of unrecognized deferred tax liability related to undistributed earnings was
approximately $12 million.

On February 18, 2016, Duke Enargy announced it had initiated a grocess to divest the International Energy business segment, excluding the investment in NMC.
See Note 2 for further information. Accordingly, Duke Energy no longer intends to indefinitsly reinvest the undistributed foreign eamings of International Energy and will
therefore record U.S. taxes related to International Energy’s undistributed foreign earnings during the first quarter of 2016,

DEFERRED TAXES

Net Deferred Income Tax Liability Components

December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in miltions) Energy Caralinas Energy Progress Florida Dhie Indiana
Defersed credits and other liabilitias $ 245 $ 38 $ 115 $ 25 $ 66 $ 29 $ 5
Capital lease obligations §3 8 _— —_ — — 2
Pension, posi-retirement and other employee benefits 580 46 188 92 82 24 40
Progress Enesgy merger purchase accounting adjustments® 1,009 — - — — — —
Tax credits and NOL camyforwards 1719 178 997 163 177 25 215
Investments and other assets — — —_ — — 3 —_
Other 206 bli} 48 2 48 7 20
Valyation altowance {160) —_ (38) — — — —
Total deferred income tax assets 5,662 283 1,308 282 m 118 282
Investments and other assets (1,584) {1,057 (412) (228} (201) — M
Aucelerated depreciation rates {13,070 (4,429} {4,169) {2,325) (1,868) (1,356} (1,797
Regulatory assets and defarred debits, net (3.633) (943) (1,517) {756) (762) (169) {135)
Total deferred income tax liabilities {18,287 {6,429) {6,098) (3,309) (2,831) (1,525) {1,939
Nat deferred income tax fabilities $(12,625) $(6,146) $(4,790) $(3.0271)  $(2460)  $(L,407) $(1,837)

(a) Primarily related to capital lease obligations and debt fair value adjustments.

The fellowing table presents the expiration of tax credits and NOL carryforwards.

December 31, 2015

Expiration
(in milligns) Amount Year
Investment tax credits $ 864 2029 — 2035
Altarnative minimum tax credits 1,121 Indefinita
Federal NOL carryforwards 484 2030 - 2033
State NOL carryforwards and credits® 299 2016 — 2035
Foreign NOL cairyforwards™ 100 2026 — 2034
Foreign Tax Credits 851 2024
Total tax credits and NOL carryforwards $ 3719

{a) Avalyation allowance of $31 millin has been recorded on the state Net Operating Loss carrylorwards, as presented in the Net Deferred income Tax Liability Compenents tabla,
{b) Avaluation allowance of $79 million hias been recarded on the foreign Net Operating Loss carryforwards, as presented in the Net Deferred Income Tax Liabitity Components table.
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December 31, 2014

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Prograss Florida Ohio Indizna
Deferred credits and other Jiabilities $ 188 $ 53 $ 108 $ 28 $ 78 $ @ $ 12
Capital lease obligations 63 10 — — — — 2
Pensicn, post-retiremant and other employee benefits 346 4 188 96 93 17 43
Progress Enargy merger purchase accounting adjustmants® 1,124 — — — — — —
Tax credits and NOL carryforwards 3,540 157 980 9N 252 38 260
Investments and cther assets — — — — — 14 —
Qther — 12 — 5% — 35 u
Valuation allowance (184) — (13 {1 — — —
Total defemed income f2x assets 5217 236 1,263 269 423 96 328
[nvestments and other assets (1,625 (1,051 420 (232) (245) — 03]
Accelerated depreciation rates (11,715) (4,046} (3.284) (2,030) (1,252) {1,660 (1,603)
Regulatory assets and deferred debits, net (3,694) (953} {1,602} (809) (792 (141) (106)
Other (44) — (130 — (246) — —
Total defermed income tax liabilities {17,078} (6,050} (5,464) (3.071) (2,515) {1,801) (1,713)
Net deferred inceme tax liabilities $(11,800) $(5,814) $(4,201) $(2802)  $(2112  $(1,70%) $(1,385)

(a} Primarily related to capital lease obligations and debt fair valua adjustments.

On July 23, 2013, HB 998 was signed into law. HB 998 reduces the
North Carolina corporate income tax rate from a statutory 6.9 percent to
6.0 percent in January 2014 with a further reduction to 5.0 percent in January
2015. Duke Energy recorded a net reduction of approximately $145 million
to its North Carolina deferred tax liability in the third quarter of 2013. The

significant majority of this deferred tax liaility reduction was offset by recording

a regulatory liahility pending NCUC determination of the disposition of the
amounts related to Duke Energy Carolinas and Duke Energy Progress. The
impact of HB 998 did not have a significant impact on the financial positien,
results of operation, or cash flows of Duke Energy, Duke Energy Carolinas,

Progress Energy or Duke Energy Progress.

Balance Sheet Classification of Deferred Taxes

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 1, 2016. Duke Energy recorded a net reduction of
approximately $95 million 1o its North Caralina 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.

As discussed in Note 1, the FASB issued revised accounting guidance for the Balance Shest cfassification of deferred taxes. As shown in the table below, all
deferred tax assets and liabilities are presented as nencurrent as of December 31, 2015. However, for December 31, 2014, the revised guidance was not applied. As a

result, a portian of deferred tax assats and liabilities is shown as current at December 31, 2014.

December 31, 2015
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Investments and Other Assets: Other $ § — $ — § — $ — $ — § —
Daferred Credits and Other Liabilities: Deferred income taxes (12,705) {6,146) (4,790) (3.021) {2,460) (1.407) (1,657)
et deferrad income tax liabilities $(12,625) $(6,146) $(4,7190) $(3,027) $(2460)  $(L40M $(1,657)
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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 Assets: Other $ 1,503 $ 3 $ 558 $ 106 $ 340 $ 60 $ 206
Investments and Other Assats: Other 28 — — — — — —
Current Liabilities: Other — 6] — — — — —
Deferred Credits and Other Liabilities: Deferred income taxes (13,423} (5812 (4,799) (2,908) (2,452 (1,765 {1,501)
Net daferred income tax liabilities $(11,801} $(5,814) $(4,201) $(2,802) $2112)  $(1,709) $(1,385)

UNRECOQGNIZED TAX BENEFITS

The following tables present changes to unrecognized tax benefits,

Year Ended December 31, 2015

Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy
{in millions) Energy CGarolinas Energy Progress Florida Indiana
Unrecognized tax beaedits — January 1 $ 213 $ 160 $ 12 $ 23 § 8 $ 1
Unrecognized tax benefits increases (decreases)
Gross increases — tax positions in prior pericds — — 1 1 —_ —
Gross decreases — tax positions in prior penieds {48) (45) — — — —
Decreases due io settlements {45) (43) — — — —
Reduction due fo lapse of statute of limitations (32) — (32 {21) (8} —
Total changes {125) (88) {31) {20) (8) —
Unrecognized tax benefits — December 31 $ @ $ 12 $ 1 $ 3 $§ — $ 1
Year Ended December 31, 2014
Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy
{in milliens) Energy Carolinas Energy Progress Florida Indiana
Unrecognized 1ax benafits — January 1 $ 230 § 11 $ 32 $ 22 $ 8 $ 1
Unrecognized fax bensfits (decreases) increases
Gross increases — tax positions in prier periods — — 1 1 — —
Gross decreases — tax positions in prior periods 2 — — — - —
Decreases dus to seftiements (19 (10 18] — — —
Total changes {17 (11) — 1 — —
Unrecognized tax bengfits - Decerber 31 $ 213 $ 160 $ 32 $ 2 $ 8 $ 1
Year Ended December 31, 2013
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Chio Indiana
Unrecognized tax benefits — January 1 $ 540 3§ 27 $ 13l $ 67 $ 44 $ 36 § 32
Unrecognized tax benefits increases (decreases)
Gross decreases - tax positions in prior periads (231) {160 (B6) (45) (3N (36) (3N
Decreasas dus ko setllements (66) — — — — — —
Reduction dug to lapse of statute of limitations 13 — {13 — 1 — —
Total changes (310 {180) 99 (45) (36) (36) (31)
Unrecognized tax benefits — December 31 $ 230 § 171 $ 2 $ 22 $ B § — $ 1
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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 $65 million reduction and Duke Energy
Caralinas cauld refiect an approximate $63 million reducticn in unrecognized

tax banefits 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, 2015
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in milions) Energy Caralinas Energy Progress Florida Ohio Indiana
Amount that if recognized, would affect the effective tax rate or regulatory liability®  $ 62 $ 5 $ 2 $ 3 $ 1§ — § 2
Amount that if recognized, would be recorded as a compeaent of discontinued
operations 4 — — —_ —_ — —

{a) Duke Energy, Duke Energy Carolinas, Prograss Energy, Duke Energy Progress, Duke Energy Florida and Duke Energy Indiana are unable to estimate the specific amounts that would affect the effective tax rate versus the
regulatory liability.

OTHER TAX MATTERS

The following tables include interest recognized in the Consclidated Statements of Operations and the Consolidated Balance Shests.

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
Net interest income recognized related to income taxes $ 12 $ — $ 2 $ 2 $ 1 $ — % 1
Netinterest expense recognized related to income taxes — 1 _— —_ —_ — —
Interest receivable related to income taxes 3 —_ —_ — — — 3
Interest payable related to income taxes —_ 14 p— 1 — —_ —

Year Ended December 31,2014

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Chio Indiana
Net interest income recognized related to income faxes $ 6 $ — $ 3 J— § 1 4 $ 4
Net interest expense recognized related to income faxes — [ — 1 — — —
Interest receivable refated to income taxes — — — — — — )
Interest payable related to income taxes 13 13 5 3 5 — —

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy  Carolinas Energy Progress Florida Ohio  Indiana
Net interest income recagnized related to income taxes § 2 $ 2 § 6 $ 7 8 — 58 4 % 1
Interest payable related to income taxes 27 8 10 2 7 — —

Duke Energy and its subsidiaries are no longer subject to U.S. federal examination for years befare 2008, The years 2008 through 2011 are in Appeals. The IRS
is currently auditing the federal income tax returns for years 2012 through 2014. With few excaptions, Duke Energy and its subsidiaries are no longer subject to state,
local or nen-U.S. income tax examinations by tax authorities for years before 2004.
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23.  OTHER INCOME AND EXPENSES, NET

The components of Other income and expenses, net on the Cansolidated Statements of Operations are as follows.

Year Ended December 31, 2015

Duke Duke Duks Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Caralinas Energy Progress Florida Ohio Indiana
Interest income $ 0 $ 2 $ 4 § 2 $ 2 % 4 5 6
Foreign exchange losses @ — — — — —_ -
AFUDC equity 164 96 54 41 7 3 11
Post in-service equity returns 13 il 13 13 —_ —_ —
Monoperating income (expense), ather 36 2 25 9 15 1) (6)
Other income and expense, net $ w7 $ 160 $ 97 $ N $ 4 %5 & 5 1

Year Ended December 31, 2014

Duke Duks Duke Duke Duke

Duke Energy Prograss Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Interest income $ 57 $ 4 $ 3 $ — $ 2 $ 8 3 &
Foreign exchange gains 3 — — — — — —
AFUDC equity 135 91 26 25 — 4 14
Past in-service equity returns 89 71 17 17 — —_ —
Nonaperating income (expense), othier 67 6 3l 9 18 ) i
Othar income and expanse, net $ 351 $ 172 $ $ 5l $ w $ w0 § 2

Year Ended December 31, 2013

Duke Duks Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Enargy Carolinas Enargy Progress Florida Ohio Indiana
Interest income $ % $ 1 $ 7 § 1 $ 3 ¢ 5 % 6
Foreign exchange losses (18) — — — — — —
AFUDC equity 157 91 50 42 8 1 15
Past in-service equity returns 3% 32 7 7 — — —
Nonoperating insome (expense}, other 58 (4) 30 7 19 @ (3
Other income and expanse, net % 262 $ 120 § W $ 87 $ 3 0§ 2§ 18

24.  SUBSEQUENT EVENTS

For information on subsequent events related to significant accounting policies, acquisitions and dispositiens, business segments, regulatary matters,
commitments and contingencies, debt and credit facilities, asset retirement obligations, derivatives and hedging and income taxes see Notes 1,2, 3,4, 5, 6,9, 14
and 22, respectively.
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25. QUARTERLY FINANCIAL DATA (UNAUDITED) The fallowing table includes unusual or infrequently occurring items in

each quarter during the two most recently completed fiscal years. All amounts
discussed below are pretax.

DUKE ENERGY First Second Third Fourth
Quarterly EPS amounts may not sum to the full-year total due to changes {in millions} Quarter CQuarter Quarter CQuarter  Total
in the weighted average number of comman shares outstanding and raunding. 2015
- - Costs to Achieve, Mergers $ @ s 223 3 GO ©n
First Secons  Third ~ Fourth Edwardsport Settisment (see Note 4) - — e @ 9
(in millions, except per share data) Quarter Quarter Quarter Quarter  Tofal Ash Basin Setlemant and Penalties
2015 {see Note 5) -_— — )] n a4
Operafing revenues $6,065 $5,589 $6,483 $5,322 $23,459 State Tax Adjustment related to Midwest
Operating income 1,456 1,246 1,688 817 5,367 Generation Sale _ {41 —_ — 41)
Income from continuing operations 178 604 40 491 23811 Cost Savings Initiatives {sae Note 19} — — — (14 (42
Income (loss) from discontinued
aperations, nat of tax 91 (5 {5} (8) 20 Total $ (1) § (83) $(121) ${182) % (387)
Net income 867 347 933 482 2,81 2014
Net income attributable to Ouke Costs to Achieve, Mergers § (5 % 6B § 66§ (33§ (208
Energy Corporation 864 543 932 417 2316 Midwest Generation Impairment (1,287) — 417 (39) (849
Eacnings per share: Coal Ash Plea Agreements Reserve
Income from continuing operations {see Note 5) — — — {102y (102
attributable to Ouke Energy Infernafional Tax Adjustment
Corporation common stockholders {see Note 22 — — — anm 6Gm
Basic $109 $087 $13 $070 % 402 Asset Impairment 94) — —_ — 94)
e o discontinued S10 $087 $136 $010 8 402 T $(L436) § (6D § 421§ (64) $(1,623)
operations attributable to Duke
Energy Corporation commen DUKE ENERGY CAROLINAS
stockholders . -
Basic $ 013 $(009 $(001 SOOD$ 003 First Second  Thirg  Fourth
Diluted $0.13 $(0.09) $(0.01} $on$ ooz (0 millions) Quarter Quarter Quarler Quarter Total
Net income attnbutable to Duks Energy 2015
Corporation commen stockhalders ‘ Operating revenues $1901 $1,707 $2061 $1560 $7.229
Basic $122 $078 $135 $06% § 405  (Qperatingincome 515 483 666 206 1,960
Diluted $122 $078 $135 $06% % 405 Net income 297 285 183 141 1,081
2014 214
Operating revenues $6,263 $5708 $6395 $5559 323,925 Operating revenues $2,000 $1755 $1938 $1658 $7351
Oparating income 1,362 1,289 1619 988 5,258 Operating income 508 438 630 318 1895
fncome from centinuing operations 750 726 891 98 2465 Net income 286 270 77 139 1072
{Loss) Income from discontinuad :
operaions, net of tax (843) (113) 378 2 (578) The following table includes unusual or infrequently accurting items in
Net {loss) income 93) 613 1289 100 1,889  each quarter during the two most recently completed fiscal years. All amounts
Net {loss) income attributable to Duke discussed below are pretax.
Energy Corporation 9n 609 1,274 97 1883
Earnings per share: First Second  Third Fourth
fncome frem continuing operations {in millions) Quarter Quarter Quarter Quarter  Total
attributable to Duke Energy
Corporation common stockholders 215 )
Basic $105 $102 $125 $014 ¢ 345  CoststoAchieve, Mergers $ @M% (s an s ae$ un
Dilutad $105 $102 $125 $014 § 346  AshBasin Setlement ard Pynaltivs
{Loss) Inceme from discontinued {see Nota 5) — — )] m ®
aperations attributable o Duke Cost Savings Initiatives {ses Note 19} — — — (93 (83
Energy Corparation common . Total $§ 19) % (11) § 012) $ (116) $ (148)
stockholders 2014 _
Basic $(L19) $(0.16) $ 055 § — $ (08Q)  CoststoAchieve, Mergers $ NS 38 5 @98 AN 1
Diluted $(1.19) $(0.16) $ 05 $ — $ (0.8B0)  Coal Ash Plea Agrecments Resarva
Net (loss) income attributable to {ses Note 5) — — — (72) (2
Duke Energy Corporation common Tatal $ (29 % 38 § (2% § (89§ (181
stockhalders
Basic $¢0.14) $ 086 $ 180 $014 $ 266
Diluted $0014) $08 $ 180 $014 3 266
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PARTHI

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, INC.

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
amounts discussed below are pretax.

First Second Third  Fourth

{in millions) Quarter Quarter Quarter Quarter  Total First Second Third Fourth

2015 {in millions) Guarter Quarter Quarter Quarter  Total

Operating revenues $2536 $2476 $2929 $2,336 $10.277 2015

Operating income 548 504 756 351 2,160 .

hcome fom contnuingoperstions 264 207 452 12 iges oo CAdimeMegs 4 @S @3 @5 6 @
. Ash Basin Settlement and Penalties

Net income 263 211 451 131 1,062 (see Note 5) _ _ 8 _ )

2;;:‘"“"’"9 attributable to Parent w0 A ME 18 L0 ppgsavingsnitiatives (seeNote 1) — —  — (@8} (28)

Operating revenues $2501 $2421 $2863 32341 $10166 1o P B3 @3 s 648 e

Operating incoms 477 488 665 388 2018 2014

Income from continuing operations 204 207 330 138 880  Cosis to Achieve, Mergers AN 3 s 195 (10 § @2

Nat income 203 202 330 13% 874 (Coal Ash Plea Agreements Reserve

Net income attributable fo Parent 202 202 329 136 869 (see Note 5) — — e (30 {(30)

Total NS DS NS U $ 7

The following table includes unusual or infrequently cceurring items in
each quarter during the twa most recently completed fiscal years. All amounts

discussed below are pretax. DUKE ENERGY FLORIDA

First Second Third  Fourth First Second  Third  Fourth

(in millions) Quarter Guarter Quarter GQuarter  Total {in millions) Guarter Quarter Quarter Quarter  Total
2015
2015 "
) Dperating revenues $1,086 $1281 $1436 $1114 $4,.977
E";t;"',“csh';‘]‘e'“‘etrgerjp ’ $E S B S @ SUD S BN g ingome W N5 3 218 1115
Sh Basin Sext ement and Fenalties Net income 13 165 216 105 599
(see Note 5) — — (6) - ) 2014
Cost Saings Inifiatives (see Nete 19)  —  —  —  (38)  (38)  Qperating revenues $1,116 $1,225 $1491 $1143 34,975
Total ${8) $ (8 S(4 $ (46 $ (16)  Operatingincome 219 276 38 05 1078
Net incoma 108 142 205 93 548
2014
Costs to Achieve, Mergers $19) $ (12 $@n §$U3) 3 68 . ) . . L
Coal Ash Plea Agresments Reserve The following tahle includes unusual or infrequently occurring items in
(see Notg 3) - _ @m @ each uarter during the two mast recently completed fiscal years. All amounts
discussed below are pretax.
Total $(19) § (12 $@ § @) 3 @
First Second Third Fourth
DUKE ENERGY PROGRESS (in millions) Quarter Quarter Quarter Guarter  Total
First Second Third Fourth 2013
- Costs to Achieve, Mergers $ $@ %8 @4 @8 uy
(in millions) Quarter Quarter Quarter Quarter  Total Cast Savings Intiatives {see Note 19) o _ (8) @
2015 Total $( § @3 3 3§02 % en
Operafing revenues $1449 $1,193 $1.488 $1,160 $5290 2014
Operating income 38 184 394 130 1,024 .
Net income 183 2 63 568 Casts to Achieve, Mergers $3 $@ 3 ® 3% @3 @y
2014
(Operating revenues $1422 $1,191 $1,367 31,196 $5.176
Operating income 258 212 285 180 935
Net income 133 101 157 76 467
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DUKE ENERGY CORPORATION e DUKE ENERGY CAROLINAS, LLC = PROGRESS ENERGY, INC. »

DUKE ENERGY PROGRESS, LLC.

+ DUKE ENERGY FLORIDA, LLC. « DUKE ENERGY CHIO, INC. « DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — {Continued)

DUKE ENERGY OHI0 DUKE ENERGY INDIANA
First  Second Third  Fourth First Second Third Fourth
(in miflions) Quarter  Quarter Quarter Quarter Total (in millions) Quarter Quarter Quarter Quarter  Total
2015 2015
QOperating revenues $ 586 & 405 $ 462 $ 452 $1805 Operating revenues $788  $686  §749 $667 $2,830
Operating income 111 43 78 13 03 Operating income 210 148 117 111 64
Income {loss) from discontinued Net income 108 68 45 94 31§
operations, net of tax a0 (63 {2) — 23 2014
Netincome (loss) 149 (52 32 43 172 Operating revenues $845  $748  $790  $792 $3,175%
2014 Oparating income 215 178 182 130 705
Operating revenues $ 575 § M2 % 445 3 480 31913 Net income 113 87 101 58 359
Operating (loss) income 4! 60 58 76 187
{Loss) Income from discontinued The following table includes unusual or infrequently occurring items in
operatians, net of tax 875) {139) 413 34 (563) e quarter during the two most recently completed fiscal years. All amounts
Net {lass) income (850 {107 439 63 (495

discussed below are pretax,

The following table includes unusuat or infrequentiy 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 prefax, 2015
First Second  Third Fourth Costs o Achieve, Mergers bas ms @ @8 o

(in millions) Quarter Quarter Quarter Quarter Total  Cdwardsport Settlement (see Note 4} - - @ 3 (83
015 Cost Savings Initiatives (see Note 19) - = = @& {8
Casts to Achieve, Mergers $ WMt M WS WS @ Tot2 $. @3 ()% (82) § 41) ${108)
Cost Savings Initiatives (see Note 19) _ - — @ @ A

Total S M3 MS m$ @S ® Costs to Achigvs, Mergers § @3 B8 ®F @3
2014
Costs fo Achieve, Mergers $@% Ws @F @% 4
Midwest Generation Impairment (1,318) —_ 417 (39) (88D)
Assat Impairment (94) — — — {94

Total $1414) § (4§ 474 & (41) § (985)
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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 proceduras are controls and other procedures
that are designed to ensure that information required to be disclosed by the
Duke Energy Registranis in the reports they file or submit under the Securities
Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized and
reported, within the time periods specified by the SEC rules and forms.

Disclosure controls and procedures include, without limitation, centrols
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
sueh term is defined in Rule 13a-15(e) and 15d-15(e) under the Exchange Act)
as of December 31, 2015, and, based upon this evaluation, the Chief Executive
Dfficer 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 reparting
{as such term is defined in Rules 13a-15(f) and 15d-15(f} under the Exchange
Act} that occurred during the fiscal quarter ended December 31, 2015, and
have concluded no change has materially affected, or is reasonably likely to
materially affect, internal control over financial reporting.

212

Management's Annital Report On Internal Control Over Financial Reporting

The Duke Energy Registrants’ management is responsible for establishing
and maintaining an adequate systam of internai conirol over financial reporting,
as such term is defined in Exchange Act Rules 13a—15(f) and 15d— 15(f).

The Duke Energy Registrants” internal control system was designed to provide
seasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes, in accordance with
generally accepted accounting principles in the United States. Due to inherent
limitations, internal control over financial reporting may not prevent or deiect
misstatements. Also, projections of any evaluation of effectiveness of the
Internal contral over financial reporting to future periods are subject to the risk
that contrals 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
Exacutive Officer and Chief Financial Officer, has conducted an evaluation of the
effectiveness of their internal canirol over financial reporting as of December 31,
2015, 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 Decamber 31, 2015,

Delitte & Touche LLE 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 Il, ltern 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 CORPCRATE GOVERNANGE

Duke Energy will provide information that is responsive to this [tem 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 lterm L0 by reference,

ITEM 11. EXECUTIVE COMPENSATION

Duke Energy will provide information that is responsive to this Item L1 in its definitive proxy statement or in an amendment o this Annual Repart not later than
120 days after the end of the fiscal year covered by this Annual Report. That information is incorporated in this Item 11 by reference.

[TEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Duke Energy will provide information that is responsive to this Item 12 in its definitive proxy statement or in an amendment fo this Annual Report not later than
120 days after the end of the fiscal year covered by this Annual Report, That information is incarporated in this Item 12 by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Duke Energy will provide information that fs responsive to this ltem 13 in its definitive proxy statement or in an amerdment to this Annual Repart not later than
120 days after the end of the fiscal year covered by this Annual Report. That information is ircorporated in this [tem 13 by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND 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 2015 and 2014,

Year Ended December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Enevgy Energy  Energy

(in millions) Energy  Carolinas Energy Progress  Florida Ohio  Indiana
Types of Fees

Audit Fees® $125 $4.6 $5.1 $2.9 $2.2 $0.8 $13

Audit-Related Fees® 2] — — — — 1.2 —

Tax Feas® 0.2 0.1 — — — — —_

Total Fees $15.4 $4.7 $5.1 $2.9 $2.2 $2.0 $13

Year Ended December 31, 2014

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy  Energy

{in millions) Enetgy  Carolinas Energy Progress Florida Ohio  Indiana
Types of Fees

Audit Fags® $120 $4.2 $4.6 326 320 $1.2 $1.2

Audit-Related Fees®™ 4.2 0.1 01 0.1 — 26 —

Tax Fees¥ 0.7 0.3 0.3 0.2 0.1 01 0.1

Total Fees $154 $46 $5.0 $29 $2.1 $38 $13

Audit Feas are fees billed or expected to be billed for professional services for the audit of the Duke Energy Registrants' financial statements included in the annual repert on Form 10-K and the review of financial statements

included in quarterly reports an Form 10-Q, for services that are nommally provided by Deloilte in connection with statutory, regufatory or other fllings or engagements, or for any olher service performed by Deloitts to comply

with genecally accepled auditing standards.

(b} Audit-Related Fees are fees for assurance and refated services that are reasonably refated to the performance of an audit or review of financial statements, including assistance with acquisitions and divestitures and intema?
control reviews.

{e) Tan Fess are fees for tax return assistance and preparation, tax examination assistance, and professianal services related to tax planning and tax strategy,

(a

To safeguard the continued independence of the independent auditor, the Audit Committee of the Beard of Directors (Audit Committee) 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 fo fee limits. In the svent the cost of any of these services may exceed the fee limits,
the Audit Committee must preapprove the service. All services performed in 2015 and 2014 by the independent accountant were appraved by the Audit Commitiee
pursuant to their preappraval policy.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Consolidated Financial Statements, Supplemental Financial Data and Supplemental Schedules ingluded in Part Il of this annual repert are as follows:

Duke Energy Corporation
Consolidated Financial Statemants
Cansolidated Statements of Qperations for the Years Ended December 31, 2015, 2014 and 2013
Cansolidated Statements of Comprehensiva Income for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Balance Sheeis as of December 31, 2015 and 2014
Consolidated Statements of Cash Flows for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2015, 2014 and 2013
Notes to the Cansolidated Financial Statements
Quarierly Financial Data, (unaudited, included in Note 25 to the Consolidated Financial Statements)
Report of Independent Registared Public Accounting Firm
All ather schedules are omitted because they are not renuired, or because the required information is included in the Consolidated Financial Statements or Notes.

Duke Energy Carolinas, LLC
Cansolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Balance Sheets as of December 31, 2015 and 2014
Consolidated Statements of Cash Fiows for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2015, 2014 and 2013
Notes to the Consolidated Financial Statements
Quarterly Financizl Data, (unaudited, included in Note 25 to the Consolidated Financial Statemants)
Report of Independent Registered Public Accousnting Firm
All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial Statements ar Notes.

Progress Energy, Inc.
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Balance Sheets as of December 31, 2015 and 2014
Consolidated Statements of Cash Flows for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2015, 2014 and 2013
Notes to ihe Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 25 to the Consolidated Financial Statements)
Report of Independent Registered Public Accounting Firm
Ali other schedules are omitted because they are not required, or because the required information is included in the Censolidated Firancial Statements or Notes.

Duke Energy Progress, LLC (formerly Duke Energy Progress, Inc.)
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Balance Sheets as of December 31, 2015 ard 2014
Consolidated Statements of Cash Flows for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2015, 2014 and 2013
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 becawse they are rot required, or because the required information is included in the Conscfidated Financial Statements or Notes.

Duke Energy Florida, LLC (formerly Duke Energy Florida, inc.)
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2015, 2014 and 2013
Consolidated Balance Sheets as of December 31, 2015 and 2014
Consclidated Statements of Cash Flows for the Years Ended December 31, 2015, 2014 ard 2013
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2015, 2014 and 2013
Nates to the Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 25 to the Consafidated 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 Finaneial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2015, 20£4 and 2013

Consolidated Balance Sheets as of December 31, 2015 and 2014

Consolidated Statements of Cash Flows for the Years Ended December 31, 2015, 2014 and 2013

Consolidated Statements of Changes in Equity for the Years Ended December 31, 2015, 2014 and 2013

Notes to the Consalidated 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 bacausa they are not reguired, or because the required information is included in the Consolidated Financial Staterents or Notes.

Duke Energy Indiana, Inc. (subsequently Duke Energy Indiana, LLC)

Consolidated Financial Statemants

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2015, 2014 and 2013

Consolidated Balance Sheets as of December 31, 2015 and 2014

Consolidated Statements of Cash Flows for the Years Ended December 31, 2015, 2014 and 2013

Consolidated Statements of Changes in Equity for the Years Ended December 31, 2015, 2014 and 2013

Notes to the Consolidated Financial Statemants

Quarterly Financial Data, {unaudited, included in Note 25 to the Consolidated Financial Statements)

Report of Independent Registered Public Accounting Firm

All sther schedules are omitted because they are not reguired, or because the required information is included in the Consolidated Financial Statements or Nates.

{b} Exhibits — See Exhibit Index immediately following the signature page.
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SIGNATURES

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 sfgned
on their behalf by the undersigned, thereunto duly authorized.

Date: February 25, 2016

DUKE ENERGY CORPORATION
(Registrant)

By: 3/ LYNN J. GOOD

Lynn J. Good
Chairman, President and Chief Executive Officer

Pursuiant 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/LYNNJ, GOOD

Lynn J. Good
Chairman, President and Chief Executive Officer (Principal Exgcutive Officer and Director)

(i) /of STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

{iiiy /s/ BRIAN D. SAVOY
Brian D, Savay
Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer)

(iv} Directors:

Michael ). Angelakis™ John T. Herran*
Michael G. Browning™® James B, Hyler, Jr.*
Harris E. DeLoagh, Ir* Witliam E. Kennard*
Daniel R. DiMicco™ E. Marie McKee*
John H. Faesgren*® Richard A. Meserve*
Ann Maynard Gray* James T. Rhodes®
James H. Hance, Ir.* Carlos A. Saladrigas™

Steven K. Young, by signing his name hereto, does hereby sign this document on behalf of the registrant and on behalf of each of the above-named persans previously
indicated by asterisk (*} pursuant to a power of attemey duly executed by the registrant and such persens, filed with the Securities and Exchange Commission as an axhibit hereta,

By: /s/  STEVEN K. YOUNG
Attorney-In-Fact

Date: February 25, 2016
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1334, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

Date: February 25, 2016

DUKE ENERGY CAROLINAS, LLC
(Registrant)

By: fs/ LYNN ). GOOD

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 behaif of the
registrant and in the capacities and on the date indicated.

() /s/LYNNJ. GOOD

Lynn J. Good
Chief Executive Officer (Principal Executive Officer)

(i) /s/STEVEN K.YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Finangial Officer)

{iiy _/s/ BRIAN D. SAVOY

Brian D. Savoy
Senior Vice President, Chief Accounting Officer and Controller {Principal Accounting Officer)

{iv) Directors:
/s/ LYNN ). GOOD
Lynn J. Good

/5/ DHIAA M, JAMIL
Dhiaa M. Jamil

/s/ LLOYD M. YATES
Lloyd M. Yates

Date: February 25, 2016
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SIGNATURES

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 25, 2016

PROGRESS ENERGY, INC.
{Registrant)

By: /s/ LYNN J. GOOO

Lynn J. Geod
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 behaif of the
registrant and in the capacities and on the date indicated.

{i) /s/LYNNJ. GOOD

Lynn J. Good
Chief Executive Officer (Principal Executive Officer)

{iy /s/ STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

{ii) /s/ BRIAN D. SAVOY

Brian D, Savoy
Chief Accounting Officer and Controller (Principal Accounting Officer)

{iv) Directors:
s/ LYNN J. GOOD
Lynn J. Good

/s/ JULIA S, JANSON
Julia §, Janson

Date: February 25, 2016
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, tha registrant has duly caused this report o be signed on
its behalf by the undersigned, thereunto duly authorized.

Date: February 25, 2016

DUKE ENERGY PROGRESS, LLC
(Registrant)

By: /s/ LYAN ). GOOD

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 en the date indicated.

() /fs/LYNNJ. GOOD

Lynn J, Good
Chief Executive Officer (Principal Executive Officer)

(i) /s/ STEVEN K. YOUNG

Steven K. Young
Executive Vice Prasident and Chief Financial Officer (Principal Financial Officer}

(iiiy /s/BRIAN D. SAVOY

Brian D. Savoy
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 §. Good

/s/ DHIAA M. JAMIL
Dhiaa M. Jamil

/s/ JULIA'S, JANSON
luiia S. Janson

/s/ LLOYD M. YATES
Lloyd M. Yates

Date: February 25, 2016
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SIGNATURES

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 25, 2016

DUKE ENERGY FLORIDA, LLG
{Registrant)

By: /s/ LYNN J. GOOD

Lynn . Good
Chisef Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons an behalf of the
registrant and in the capacities and on the date indicated.

{i /s/LYNNJ. GOOD

Lynn J. Good
Chief Exacutive Officer (Principal Executive Offiger}

iy /s/ STEVEN K. YOUNG

Steven K. Young
Exacutive Yice President and Chief Financial Officer (Principal Financial Officer)

{iii) /s/ BRIAN D. SA¥OY

Brian D. Savoy
Senior Vice President, Chief Accounting Officer and Controller {Principal Acceunting Officer}

{iv) Directors:
/s/ DOUGLAS F ESAMANN
Douglas F Esamann
/s/ LYNN J. GOOD
Lynn J. Good
/s/ DHIAA M. JAMIL
Dhiaa M. Jamil
5/ JULIA S, JANSON
Julia S. Janson
/s/ LLOYD M, YATES
Lloyd M. Yates

Date: February 25, 2016
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SIGNATURES

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 25, 2016

DUKE ENERGY OHIQ, INC.
(Registrant)

By: /s/ LYNN J. GOOD

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.

(ir /s/ LYNNJ. GOOD

Lynn J. Good
Chief Executive Officer (Principal Executive Officer)

(i) /s STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

(iii) /s/ BRIAN D. SAVOY

Brian [. Savay
Senior Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer)

(i) Directors:
/s/ DOUGLAS F ESAMANN
Douglas F Esamann
/s/ LYNN J. GQOD
Lynn J. Geod

s/ DHIAA M, JAMIL
Chiaa M. Jamil

Date: February 25, 2016

221



: - . . KyPSC Case No..2017-00321
PART IV FR 16(7)(1) Attachment Annual Report 2015
Page 242 of 264

SIGNATURES

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 25, 2016

DUKE ENERGY INDIANA, LLC
(Registrant)

By: /s/ LYNN 1. GOOD

Lynn J. Goed
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.

{ii /s/LYNN . GOOD

Lynn J. Good
Chief Executive Officer (Principal Executive Officer)

{i) /s/ STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

{iiiy /s/BRIAN. D. SAVOY

Brian D. Savoy
Senior Vice President, Chisf Accounting Officer and Contreller (Principal Accounting Officer)

(iv} Directars:
/5/ MELODY BIRMINGHAM-BYRD
Melody Birmingham-Byrd
/5/ DOUGLAS F ESAMANN
Douglas F Esamann

/s/ KELLEY A. KARN
Kelley A. Kam

Date: February 25, 2016

222



L L e L L KYPSC Case NO 2017-00321
FR 16(7)(l) Attachment Annual Report 2015
Page 243 of 264

PART ¥

EXHIBIT INDEX

Exhibits filed herawithin are designated by an asterisk {*). All exhibits not so designated are incorparated by reference to a prior filing, as indicated. ltems
constituting management contracts or compensatory glans 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 (***). A management contract or compensation plan or
amrangement under legacy Progress Energy that is required to be filed as an exhibit to this report pursuant to ltem 15(b) of Form 10-K is designated by a plus (+).

Duke Duke Duke Duke Duke
Exhibit Duke Energy Progress Energy Energy  Energy  Energy
Number Energy  Carolinas Energy  Progress Florida Ohie  Indiana

2.1 Agseement and Plan of Merger between Duke Energy Corporation, Diamond b
Acquisition Corporation and Progress Energy, Inc., dated as of Janvary 8, 2011,
{incorporated by reference to Exhibit 2.1 to Duke Energy Corporation’s Current
Report on Farm 8-K filed on January 11, 2011, Fila No. 1-32853).

22 Agreement and Plan of Merger batween Piedmont Natural Gas Company, Duke b
Energy Carporation and Forest Subsidiary, nc. incorporated hy 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).

3l Amended and Restated Certificate of Incorporation {incomerated by reference b
to Exhibit 3.1 to Duke Energy Corporatien’s Current Report on Form 8-K filed on
May 20, 2014, File No. 1-32853).

3.2 Amended and Restated By-Laws of Duke Energy Corporation (incorporated by b
reference to Exhibit 3.1 to Duke Energy Corporation's Current Repart on Form
8-K filed on January 4, 2016, File No. 1-32853).

33 Articles of Organization including Articles of Conversien {incarporated by X
reference to Exhibit 3.1 to Duke Energy Caralinas, LLC's Current Report on Form
8-Kfiled on April 7, 2008, File No. 1-4928).

331 Amended Articles of Organization, effective October 1, 2006, (incorporated by X
reference to Exkibit 3.1 to Duke Energy Carafinas, LLC's Quarterly Report on
Form £0-Q for the quarter ended September 30, 2006, filed on November 13,
2006, File No. 1-4928).

3.4 Amended Articles of Consolidation of Duke Energy Dhic, Inc. (formerly The X
Cincinnati Gas & Electric Company), effective October 23, 1996, (incorporated
hy reference to Exhibit 3(a) ta registrant’s Quarterly Report on Form 10-Q
for the quarter ended September 30, §996, filed on November 13, 1936,
File No. 1-£232),

34.1 Amended Articles of Consolidation, effective October 1, 2006, (incorporated X
by reference to Exhibit 3.1 to Duke Energy Ohio, Inc.'s (formerly The Cincinnati
(zas & Electric Company} Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006, {iled on November L7, 2006, File No. 1-1232).

3.5 Certificate of Conversion of Duke Energy Indiana, Inc. (incorporated by reference X
to Exhibit 3.1 to repistrant's Curent 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, Ing. (incorporated by X
reference to Exhibit 3.2 %o registrani’s Current Report on Form 8K filed on
January 4, 2018, File No. £-3543).

3.5.2 Plzn of Entity Conversion of Duke Energy Indiana, Inc. (incorporated by X
referenca to Exhibit 3.3 to registrant’s Current Report on Form 8-K filed on
January 4, 2018, File No. 1-3343),

353 Articles of Organization of Duke Energy Indiana, LLC (incorporated by reference X
to Exhibit 3.4 to registrant's Current Repart an Form 8-K filed on January 4,
2016, File Ne. 1-3543).

354 Limnited Liability Company Cpesating Agreement of Quke Energy Indiana, LLC X
(incorporated by referenca to Exhibit 3.5 to registrant’s Curment Report an Form
8-K filed on January 4, 2018, File No. 1-3543).
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Duke Duke Duke Duke Duke
Exhibit Duke Energy Progress Enerpy Energy  Energy  Energy
Number Energy  Carplinas Energy  Progress Florida Ohio  Indiana

16 Limited Liability Company Operating Agreement of Duke Energy Camlinas, LLC X
(incarporated by reference to Exhibit 3.2 to registrant's Current Repart on Farm
8-K filed on April 7, 2008, Fife No. 1-4928).

37 Regulations of Duke Energy Ohio, Inc. (farmerly The Cincinnati Gas & Electric X
Company), effective July 23, 2003, (incorporated by reference to Exhibit 3.2 to
registrant’s Quarterly Report on Form £0-Q for the quarter ended June 30, 2003,
filed on August 13, 2003, File No. 1-1232).

38 Articles of Organization including Articles of Conversion for Duke Energy X
Progress, LLC (incorporated by refereace to Exhibit 3.1 fo registrant’s Current
Report an Form 8-K fited on August 4, 2015, File No. 1-3382).

181 Plan of Conversion of Duke Energy Progress, Inc. (incorporated by reference to X
Exhibit 3.2 to registrant's Current Repart an Form 8-K filed on Augustd, 2015,
File No, 1-3382).

38.2 Limited Liability Company Operating Agreement of Ouke Energy Progress, LLC X
(incorporated by reference to Exhibit 3.3 1o registrant's Current Report on
Form 8-K {iled on Aungusk 4, 2015, File No. 1-3382),

39 Amended and Restated Articles of Incorparation of Progress Energy, Inc. X
(formerly CP&L Energy, Inc.), effective June 15, 2000, (incorporated by
reference to Exhibit 3(a}(1} to registrant’s Quartedy Report on Form 10-Q for the
quarter ended June 30, 2000, filed on August 14, 2000, File No. 1-3382).

391 Anticles of Amendment to the Amended and Restated Articles of Ingorporation of X
Progress Energy, Inc. {formerly CP&L Energy, Inc.), effective December 4, 2000,
(incorporated by reference to Exhibit 3(b){1) to registrant’s Annual Repert on
Form 10-K for the year ended Oecember 31, 2001, filed on March 28, 2002,
File No. 1-3382),

392 Articles of Amendment to the Amended and Restated Articles of Incozporation X
of Progress Energy, Inc. (formexly CP&L Enengy, 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 fune 34, 2006, fited on August 9, 2006,
File No. 1-15929).

393 By-Laws of Progress Energy, Inc. (formerly CPSL 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, 2008, filed on August 9, 2006,
File No, 1-15929}.

4.1 Articles of Conversion for Duke Energy Florida, LLC (incorporated by reference to X
Exhibit 3.4 to registrant's Current Report on Form 8-X filed on August 4, 2015,
File No. 1-3274).

412 Articles of Organization for Duke Energy Florida, LLC (incomporated by reference X
1o Exhibit 3.5 to registrant’s Current Report an Form 8-K filed on August 4,
2015, Fils No. 1-3274).

413 Plan of Conversion of Duke Energy Florida, Inc. (incorporated by reference to X
Exhibit 3.6 to registrant's Current Report on Form 8- filed on August 4, 2015,
File No, 1-3274},

414 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, 2013, 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, (incorperated
hy reference to Exhibit 4.1 to Ouke Energy Corporation’s Current Report on
Form 8-K filed cn June 16, 2008, File No, 1-32853).

421 First Supplemental Indenture, dated as of June 16, 2008, (incorporated X
by reference to Exhibit 4.2 to Duke Energy Corporation's Current Report on
Form 8-K filed en June 16, 2008, File No. 1-32853),
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422 Second Supplemental Indenture, dated as of Janwary 26, 2009, {incorporated b4
by referance to Exhibit 4.1 to Duke Energy Corporation's Current Report on
Form 8-K filed on January 26, 2009, File No. 1-32853).

423 Third Supplemental Indenture, dated as of August 28, 2009, (incorporated X
by reference to Exhibit 4.1 to Duke Energy Corporation’s Current Report on
Farm 8-K filed on August 28, 2009, File No. 1-32853).

424 Fourth Swpplemental Indenture, dated as of March 25, 2010, {incorporated b4
hy reference to Exhibit 4.1 to Duke Energy Corporation's Current Report an
Form 8-K filed on March 25, 2010, File No. 1-32853).

425 Fifth Supplemental indenture, dated as of August 25, 2011, (incorporated X
by reference to Exhibit 4.1 to Duke Enesgy Corporation’s Cuerent Report on
Farm 8-K filed on August 25, 2011, File No. 1-32853).

426 Sixth Supplemantal Indenture, dated as of November 17, 2011, (incorporated X
hy reference o Exhibit 4.1 to Duke Energy Corporation’s Current Report on
Form 8-K filed cn November 17, 2011, File No. 1-32853).

427 Sevanth Supplemental Indenture, dated as of August 16, 2012, {incorporated X
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).

428 Eighth Supplemental Indentuce, dated as of January 14, 2013, {incorporated X
by reference to Exhibit 2 to Ouke Energy Corporation’s Form 8-A filed on
January 14, 2013, File No. 1-32853),

429 Ninth Supplemental Indenture, dated as of June 13, 2013, (incorporated X
by reference to Exhibit 4.1 to Duke Energy Corporation’s Cument Repori on
Form 8-K filed an june 13, 2013, File No. 1-32853).

4210 Tenth Supplemental Indenture, dated as of October 11, 2013, (incorporated X
by reference to Exhibit 4.1 to Duke Energy Corporation’s Current Report on
Form 8-K filed on Qctober 11, 2013, Fife No. 1-32853).

4211 Eleventh Supplemental Indenture, dated as of April 4, 2014, {incorporaied X
by reference to Exhibit 4.1 to Duke Energy Corporation’s Cusrent Report on
Form 8-K filed on April 4, 2014, File No, 1-32853).

42,12 Twelfth Supplemental Indenturs, dated as of November 19, 2015, (incorparated X
by reference to Exhibit 4.2 te Duke Energy Corporation’s Current Reporl on
Form 8-K filed on November 19, 2015, File No, 1-32853).

43 Senior Indenture between Duke Energy Carolinas, LLC and The Bank of New X
York Mellon Trust Company, N.A., as successor trusiee to JPMorgan Chase Bank
(formerly known as The Chase Manhattan Bank), dated as of September 1,
1898, (incorporated by reference to Exhibit 4-D-1 to registrant’s Post-Effective
Amendment No. 2 to Registration Statement on Form $-3 filed on April 7, 1989,
File Ne. 333-14209).

431 Fifteenth Supplemental Indenture, dated as of April 3, 2008, {incorporated by X
reference to Exhibit 4.4.1 to registrant’s Registration Statement on Form S-3
filed on Qctober 3, 2007, File No. 333-146483-03),

432 Sixteenth Supplemental Indenture, dated as of Juna 5, 2007, (incorporated by b4
reference to Exhibit 4.1 registrant’s Curent Repart on Form 8-K filed on June 6,
2007, File No. 1-4928).

4.4 First and Refunding Mortgage from Duke Energy Carolinas, LLC to The Bank X
of New York Mellon Trust Company, N.A., successor trustee to Guaranty
Trust Company of New York, dated as of December 1, 1927, (incorporated by
reference to Exhibit 7{a) to registrant’s Form S-1, effective October 15, 1947,
File No. 2-7224).
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441

442

443

444

44.5

446

447

44.8

449

44.10

44.11

44.12

44.13

44.14

44.15

44.16

Instrument of Resignation, Appointment and Acceptance among Duke Energy
Carolinas, LLC, JPMorgan Ghase 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 4.6.1 to registrant's Registration
Statement on Form $-3 filed on October 3, 2007, File No. 333-146483).

Ninth Supplemantal Indenture, dated as of February 1, 1949, (incorporated
by reference to Exhibit 7§ to registrant's Form S-1 filed on February 3, 1949,
File No. 2-7808).

Twentieth Supplementa! Indenturs, dated as of Jung 15, 1964, (incorporated by
referance 1o 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 February 1, 1968,
(incorporated by reference to Exhibit 2-B-26 to registrant's Form S-9 filed on
January 21, 1969, File No. 2-31304).

Sixtieth Supplemental Indenture, dated as of March 1, 1990, (incorporated by
reference to Exhibit 4-B-61 to registrant’s Annual Report on Farm 10-K for the
year ended Dacember 31, 1990, File Ne.1-4928).

Sixty-third Supplemental Indenturs, dated as of July 1, 1391, (incorporaed by
reference to Exhibit 4-B-64 to registrant’s Registration Statement on Form S-3
filed on February 13, 1992, File No. 33-45501},

Eighty-fourth Supplemental Indenture, dated as of March 20, 2006,
(incorporated by reference $o Exhibit 4.6.9 fo registrant’s Registration Statement
on Form $-3 filed on Qctober 3, 2007, File No. 333-146483-03).

Eighty-fiith Supplemental Indenture, dated as of January 10, 2008,
(incorporated by referanca fo Exhibit 4.1 to Duke Energy Carolinas, LLC's
Current Report on Form 8-K filed on Janvary 11, 2008, File No.1-4928).

Eighty-seventh Supplemental [ndenture, dated as of April 14, 2008,
(incorporated by referance to Exhibit 4.1 to Duke Energy Carolinas, LLC's
Current Report on Form 8-K filed on April L5, 2008, File No.1-4928).

Eighty-eighth Supplemental Indenture, dated as of November 17, 2008,
(incorporated by reference to Exhibit 4.1 to Duke Enesgy Carolinas, LLC's
Gurrent Report on Farm 8-K filed on November 20, 2008, Fils No.1-4928).

Ninetieth Supplemental Indenture, dated as of November 19, 2009,
{incarporated by reference to Exhibit 4.1 to Duke Enesgy Carolinas, LLC's
Current Report on Form 8-HK filed on November 19, 2009, File No.1-4928).

Ninety-first Supplemental Indenture, dated as of June 7, 2010, (incorporated by
raferance to Exhibit 4.1 to Duka Energy Carolinas, LLC's Current Report on Form 8-K
fited on June 7, 2010, File Ne. 1-4528).

Ninety-third Supplemental Indenture, dated as of May 18, 2011, (incorporated
by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's Current Repart on
Form 8-K filed on May 15, 2011, File No.1-4928),

Ninety-fourth Supplemental Indenture, dated as of December 8, 2011,
{incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's
Gursen Report on Form 8-X filed on Becember 8, 2011, File No.1-4928).

Ninety-fiith Supplemental Indenture, dated as of September 21, 2012,
{incorporated by referance to Exhibit 4.1 to Duke Energy Carolinas, LLG's
Curren Report on Form 8-K filed on September 21, 2012, File No.1-4928).

Ninety-sixth Supplemental Indenture, dated as of March 12, 2015, between
Duke Energy Caralinas, LLC and The Bank of New York Mellon Trust Company,
N.A., as Trusiee (incorporated by reference to Exhibit 4.1 to Duke Ensigy
Carolina, LLC's Gurrent Report an Formn 8-K filed on March 12, 2015,

File No, 1-4928).
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45 Mortgage and Deed of Trust between Duke Energy Progress, Inc. (formerly
Carolina Power & Light Company) and The Bank-of New York Mellon (formerly
Iving Trust Company) and Frederick G. Herbst (Ttna D. Gonzalez, successar), as
Trustees, dated as of May 1, 1940.

451 First thraugh Fifth Supplemental Indentures thareto (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(h)-2, File No. 2-22438;
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), Fite 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), Fite 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), Fite No. 2-65314; Exhibits 2{c) and 2{d), File No. 2-66851;
Exhibits 4{b}-1, 4(£)-2, and 4{b)-3, Fite No. 2-81209; Exhibits 4{c)-1 through
4(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(f), File No. 33-55060; Exhibits 4(e) and
A(f), 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, 33-30597; Exhibit 4(e) and 4(f)
to Registration Statement on Form S-3, File No. 33-57833, filed on February 24,
1995; Exhibit to the Current Report on Form 8-K filed an August 28, 1987,
File No. 1-3382; Exhibit 4(b) {0 Registration Statement an Form $-3,
File No. 333-59237, filed on December L8, 1998; and Exhibit 4(c) to the Current
Report on Form 8-K filed on March 19, 1999, File No. 1-3382).

452 Saventy-second Supplemental Indenture, dated as of September 1, 2003,
(incorporated by referance to Exhibit 4 to Duke Energy Progress, Inc.’s (formerly
Caralira 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).

453 Sevenly-third Supplemental Indentuce, dated as of March 1, 2008,
(incorporated by reference to Exhibit 4 to Duke Energy Progress, Inc.’s
(formerly Caraolina Power & Light Company {d/b/a Progress Energy Carolinas,
Ine.)) Current Repart on Form 8-K filed on March 22, 2003, File No. 1-3382).

4.5.4 Seventy-fourth Supplemental Indenture, dated as of November 1, 2005,
(incorporated by reference to Exhibit 4 o Duke Energy Progress, Inc.'s
(formerly Camlina Power & Light Company (d/b/a Progress Energy Carolinas,
Inc.)) Current Report on Form 8-K filed on November 30, 2003, Fie No. 1-3382).

455 Sevenly-fifth Supplemental Indenture, dated as of March 1, 2008,
(incorporated by reference to Exhibit 4 to Duke Energy Progress, lac.’s
(formerly Caralina Power & Light Company {d/b/a Progress Enssgy Camlinas,
Inc.)) Current Report on Farm 8-K filed on March £3, 2008, File No, 1-3382).

458 Seventy-sith Supplemental Indenture, dated as of January 1, 2009,
(incorporated by reference to Exhibit 4 to Duke Energy Progress, Ine.’s
(formerly Carolina Power & Light Campany {d/b/a Progress Enesgy Carolinas,
Inc.)} Curent Report on Form 8-K filed on January 15, 2009, File No. 1-3382),

4.5.7 Seventy-seventh Supplemental Indenture, dated as of Juna 18, 2009,
(incorporated by reference to Exhibit 4 to Duke Energy Progress, Inc.’s
(formerly Caralina Power & Light Company {d/b/a Progress Energy Carolinas,
Inc.)} Cumrent Report on Form 8-K filed on June 23, 2009, File No. 1-3382},

458 Sevenly-eighth Supptemental Indenture, dated as of September 1,
2011, (incosporated by reference to Exhibit 4 to Duke Energy Progress,
Inc.’s {formerly Carotina Power & Light Company (d/b/a Progress Energy
Caralinas, Inc.)) Current Report on Form 8-K filed on September 15, 2011,
File No. 1-3382).
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458

45.10

4411

4512

45.13

48

47

4.8

48.1

4182

484

486

Seventy-ninth Supplemental Indenturs, dated as of May 1, 2012, X
(incorporated by reference to Exhibit 4 to Duke Energy Progress, Inc.'s

(formerly Carolina Power & Light Company (d/b/a Progress Energy Caralinas,

In¢.)) Current Report on Form 8-K filed on May 18, 2612, File No. £-3382).

Eightieth Supplemental Indenture, dated as of March 1, 2013, {incorporated by X
referance o Exhibit 4.1 o Cuke Energy Progress, Inc.'s (formerly Carolina Power

& Light Company (d/b/a Progress Energy Carolinas, [nc.)) Current Report an

Form 8-K filed on March 12, 2013, File No. 1-3382).

Eighty-second Supplemental lndenture, dated as of March 1, 2014, batween the X
Company and The Bank of New York Mellon (formerly lrving Trust Company) and

Tina [ Gonzalez (successor to Frederick G. Herbst) and forms of global notes

{incorporated by referance to Exhibit 4.1 to Cuke Energy Progress, Inc.'s Current

Report on Form 8-K filed on March 6, 2014, File Na. 1-3382).

Eighty-third Supplemental Indenture, dated as of November 1, 2014, hatween X
the Campany and The Bank of New York Mellon (formerly Irving Trust Company}

and Tina D. Gonzalez (successor to Frederick G. Herbst) and forms of global

netes (incorporated by reference to Exhibit 4.1 to Duke Energy Prograss, Inc.'s

Current Report on Form 8-K filed on November 20, 2014, File No. 1-3382).

Eighty-fifth Supplemental Indenture, dated as of Avgust 1, 2615, (incorporated X
by reference to Exhibit 4.1 to Duke Energy Progress, LLC's Current Report on
Farm 8-K filed on August 13, 2015, Filz No. 1-3382).

Indenture (for Cebt Securities) between Quke Energy Progress, Iic. X
(fermerly Carolina Pawer & Light Company} and Tha Bank of New York Mellon

(successor in intarest to The Chase Manhattan Bank), as Trustes (incomorated

by reference to Exhibit 4(a) to registrant's Current Report on Foim 8-K filed an

November 5, 1999, File No. 1-3382).

Indentere (for [Subordinated] Debt Securities) (open ended) {incorporated by X
reference to Exhibit 4(a}(2) to Duke Energy Progress, Inc.'s (formerly Carolina

Power & Light Company (d/b/a Progress Energy Carolinas, Inc.)) Registration

Statement on Form $-3 filed on November 18, 2008, Fite No. 333-155418).

Indenture {for First Martgage Bonds) between Cuke Energy Florida, Inc.
{formerly Florida Power Corporation) and The Bank of New York Mellon

(as successor to Guarenty Trust Company of New York and The Florida National
Bank of Jacksonville), as Trustes, dated as of January 1, 1944, (incorporated by
seference to Exhibit B-18 %o registrant's Form A-2, File No. 2-5293).

Sevanth Supplemental Indenture (incarporated by reference to Exhibit 4{b) 1o
Cuke Energy Florida, Inc.'s (formerly Florida Power Corporation) Registration
Statement on Form $-3 filed on September 27, 1991, File No, 33-16788).

Eighth Supplemental Indenture {incorporated by reference to Exhibit 4(¢) to
Cuke Energy Florida, Inc.'s (formerly Florida Power Corporation) Registration
Statement on Form $-3 filed on September 27, 1991, File No, 33-16788).

Sixteenth Supplemental Indenture (incomorated by reference to Exhibit 4(d} to
Duke Energy Florida, Inc.'s (formerly Florida Power Corporation) Registration
Statement on Form -3 filed on September 27, 1991, Fite No. 33-16788),

Twenty-ninth Supplemental Indenture (incorperated by reference ta Exhibit 4(c)
to Duke Energy Florida, Inc.’s {formerfy Florida Power Corporation) Registration
Statement on Form S-3 filed on September 17, 1982, Fila No. 2-79832).

Thirty-eighth Supplemental Indenture, dated as of July 25, 1994, (incorporated
by reference to exhibit 4{f) to Ouke Energy Florida, Inc.'s (formerly Florida Pawer
Corporation} Registration Statement on Form S-3 filed on August 29, 1994,

File No. 33-55273).

Forty-first Supplemental Indenture, dated as of February 1, 2003,

{incomorated by reference to Exhibit 4 to Buke Enengy Florida, Inc.'s

{formesly Duke Energy Florida Power Corporation {d/b/a Progress Energy Florida,
fnc.)) Current Report on Form 8-K filed on February 21, 2003, File No. 1-3274).
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48,7

4338

489

48.10

4811

48.12

48.13

48.14

48.15

49

410

411

Forty-second Supplemenial Indenture, dated as of April 1, 2603, {incorporated
by reference to Exhibit 4 to Duke Energy Florida, Ing.'s (formerly Florida

Powar Corporation (d/b/a Progress Energy Flonida, In¢.)} Quartedy Report on
Farm 10-Q for the quarter ended June 30, 2003, filed on August 11, 2003,

File No. 1-3274).

Forty-third Supplemental Indenture, dated as of November 1, 2003,
(incorporated by reference to Exhibit 4 to Duke Energy Florida,

Ing.'s (formerly Florida Power Corporation (d/b/a Progress Enesgy Florida, Inc.))
Cuscent Report o Form 8-K filed on November 21, 2003, File No. 1-3274).

Forty-fourth Supplemental Indenture, dated as of August 1, 2004,
(incorporated by referense to Exhibit 4(m} to Duke Energy Florida, Inc.'s
(formerly Florida Power Corporation (d/b/a Progress Energy Flonida, Inc.))
Annual Report on Form 10-K for the year ended December 31, 2004 filed on
March 16, 2005, File No. 1-3274),

Forty-sixth Supplemental indenture, dated as of September 1, 2007,
(incorporated by reference fo Exhibit 4 to Ouke Energy Florida, Inc.'s
(formerly Florida Power Corporation (d/b/a Progress Energy Florida, Inc.))
Cureent Report on Form 8-K filed on September 19, 2007, File No. 1-3274).

Forty-seventh Supplemental Indenture, dated as of December 1, 2007,
(incorporated by reference to Exhibit 4 to Duke Energy Florida, [nc.'s
(formerly Florida Power Corparatian (d/b/a Progress Energy Florida, Inc.))
Current Report on Form 8-K filed on December 13, 2007, File No. 1-3274).,

Forty-gighth Supplemental Indenture, dated as of June 1, 2008,
{incorporated by referanca to Exhibit 4 to Duke Energy Florida, Inc.'s
{formerly Florida Power Corporation (d/b/a Progress Energy Florida, Inc.)
Current Report on Form 8-K filed on June 18, 2008, File No. 1-3274).

Forty-ninth Supplemental Indenture, dated as of March 1, 2010,
{incomorated by reference to Exhibit 4 to Duke Energy Florida, Inc.'s
{formerly Florida Power Corporation (d/b/a Progress Energy Florida, Inc.))
Current Report on Form 8-K filed on March 25, 2010, File No. 1-3274).

Fiftieth Supplemental Indenture, dated as of August 11, 2011,
(incorporated by reference to Exhibit 4 to Duke Energy Flonida, Inc.’s
{formery Florida Power Corporation (d/b/a Progress Energy Florida, Inc.))
Current Repart on Form 8-K filed an August 18, 2011, File No. 1-3274).

Fifty-first Supplemental Indenture, dated as of November 1, 2012,
{incosporated by reference to Exhibit 4.1 te Duke Energy Florida, Inc,'s
(formerly Florida Power Corporation (d/b/a Progress Energy Florida, Inc.))
Current Report on Form 8-K filed on November 20, 2012, File No. 1-3274).

ladentura {for Debt Securities) betwaen Duke Energy Florida, Ing,

(formerly Florida Power Corporation (d/b/a Progress Energy Florida, fnc.)) and
The Bank of New York Mellon Trust Company, National Association (successor
in interest to J.2 Morgan Trust Company, National Association), as Trustee,
daied as of December 7, 2003, (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).

Indentura (for [Subordinated) Debt Secunities} (open ended) (incarporated by
reference to Exhibit 4(a)(2) Duke Energy Florida, Inc.'s (formerly Florida Power
Corporation (d/b/a Progress Energy Florida, Inc.)) Registration Statement an
Form $-3 filed on November 18, 2008, File No. 333-155418).

Original !ndenture {Unsecured Deht Securities) between Duke Energy Dhig, Inc.
{formerly The Cincinnati Gas & Electric Company) and The Bank of New York
Mellon Trust Company, N.A., as Successor Trustee, dated as of May 15, 1995,
(incorparated by reference to Exhibit 3 1o registrant’s Form 8-A filed on July 27,
1995, File No. 1-1232).

X



L L e L L e 1 T KYPSC Case NO 2017-00321
PART IV FR 16(7)(1) Attachment Annual Report 2015
Page 250 of 264

Duke Duke Duke Duke Duke
Exhibit Duke Energy Prograss Energy Energy Energy  Energy
Humber Energy  Carolinas Energy  Progress Florida Ohio  Indiana

1111 First Supplemental Indenture, dated as of fune 1, 1995, (incorparated by X
refarance to Exhibit 4 B to Duke Enesgy Ohio, Inc.'s (formerly The Cincinnati Gas
& Electric Company} Quarterly Report on Form 10-Q for the quarter ended June
30, 1995, filed on August E1, 1995, File No, 1-£232).

4112 Seventh Supplemental Indenture, dated as of June 15, 2003, (incorporated by b
reference to Exhibit 4.1 to Duke Energy Chie, Inc.’s (formerly The Cincinnati Gas ~ ~
& Electric Company) Quarterly Report en Farm 10- for the quarter ended June
30, 2003, filed on August £3, 2003, File No. 1-1232).

412 Original Indenture (First Mortgage Bonds) between Duke Energy Chio, Inc. b
{formerly The Cincinnati Gas & Electric Company) and The Bank of New York
Mellon Trust Company, N.A., as Successor Trustes, dated as of August 1,
1936, {incorporated by reference to an exhibit to registrant's Registration
Statement No. 2-2374),

4121 Fortieth Supptemental Indenture, dated as of March 23, 2009, (incorporated X
by reference to Exhibit 4.1 to Duke Energy Ohio, Inc.'s (formerdy The Cincinnati
Gas & Electric Company) Current Report on Form 8-K filed an March 24, 2009,
File No, 1-1232),

4122 Forty-second Supplemental Indenture, dated as of September 6, 2013, X
(incorporated by reference to Exhibit 4.1 to Duke Energy Ohio, Inc.'s
(formarly The Cincinnati Gas & Eleciric Company) Current Report on Form 8-K
fited an September 6, 2013, File No. 1-1232).

413 Indenture between Duke Energy Indiana, Inc. {formerly PSI Energy, Inc.) and The X
Bank of New York Mellon Trust Company, N.A., as Successor Trustee, dated as
af Movember 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).

4131 Thind Supplemental Indenture, dated as of March 15, 1998, (incorporated by X
reference to Exhibit 4 to Duke Energy Indtana, Inc.’s (farmerly PSI Energy, Inc.)
Annual Report cn Form 10-K for the year ended December 31, 1997, filed an
March 27, 1998, File No. 1-3543).

4132 Eighth Supplemental Indenture, dated as of September 23, 2003, X
{incorporated by reference to Exhibit 4,2 1o Duke Energy Indiana, Inc.'s
{formerly PSI Energy, Inc.) Quarterly Report on Form 10-Q for the quarter ended
Septerber 30, 2003, filed on November 13, 2003, File No. 1-3543}.

4133 Ninth Supplemental Indenture, dated as of Oclober 21, 2005, X
{incorparated hy reference to Exhibit 4.7.3 to Duke Energy Indiana, Inc.'s
{formerly PSI Energy, Inc.) Registration Statement on Farm $-3 filed an
September 29, 2019, File No. 333-169633).

4134 Tenth Supplemental Indenture, dated as of fune 9, 2008, (incarparated by X
reference to Exhibit 4.1 to Duke Energy Indiana, Inc.'s {formeriy PSI Energy, Ing.)
Current Report on Form 8-K filed on June 15, 2008, File No. 1-3543).

4.14 Original Indenture (First Morigage Bonds} between Duke Energy Indiana, tnc. X
(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).

4,141 Tenth Supplemental indenture, dated as of July 1, 1952, (fled as an exhibit in X
File No. 2-9687).
4,142 Twenty-third Supplemental Indenture, dated as of January 1, 1977, X

(filed as an exhibit in File No. 2-57828).

4143 Twenty-fifth Supplemental Indenture, dated as of September 1, 1978, X
(filed as an exkibit in Fils No. 2-62543).

4144 Twenty-sixth Supplemental Indenture, dated as of September 1, 1978, X
{filed as an exhibit in File No. 2-62543).
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4145 Thirtieth Supplemental Indenture, dated as of August 1, 1980, X
(filed as an exhibit in Fils No. 2-68562),
4146 Thirty-fifth Supplemental Indenture, daied as of March 30, 1984, X
(ftled as an exhibit to registrant's Annual Report on Form 10-K for tha year
ended December 31, 1984, File No, 1-3543),
4147 Forty-sixth Supplemental Indenturs, dated as of June 1, 1990, {fled as an exhibit X
to registrant’s Annual Report on Form 10-K far the year ended December 31,
19891, File No. 1-3543).
4148 Forty-seventh Supplemental Indenture, dated as of July 15, 1991, X
(filed as an exhibit to registrant's Annual Repart 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, X

1992, (filed as an exhibit to registrant’s Annual Report on Farm 10-K for the
year ended Dacember 31, 1892, File No. 1-3543).

4.14.10  Fifty-second Supplemental Indenture, dated as of Aprif 30, 1999, X
(incorparated by reference to Exhibit 4 to Duke Energy Indiana, Inc.'s
(formerly PSI Energy, Inc.) Quarterly Report on Form 10-Q for the quarter ended
March 31, 1999, filed on May 13, 1989, File No. 1-3543).

4.14.11 Fifty-seventh Supplemental Indenture, dated as of August 21, 2008, X
(incorparated by reference to Exhibit 4.1 to Duke Energy Indiana, Inc.'s
(formerly PS) Energy, Inc.) Current Report Form 8-K filed on August 21, 2D08,
File No. 1-3543).

48412 Fifty-eighth Supplemental Indenture, dated as of Dacember 19, 2008, X
(incorporated by reference to Exhibit 4.8.12 to Duke Energy Indiana, Inc.'s
(formerly PSt Energy, Inc.) Registration Statement on Form $-3 filed on
September 29, 2010, File No. 333-169633-02).

414,13 Fifty-ninth Supplemental Indenture, daied as of March 23, 2009, X
(incorporated by reference to Exhibit 4.1 to Duke Energy Indiana, Inc.'s
(formerly PSI Energy, Inc.) Current Report on Form 8-K filed an March 24, 2009,
File No. 1-3543).

4.14.14  Sidieth Supplemental Indenture, dated as of June 1, 2008, X
(incorporatad by reference to Exhibit 4.8.14 to Duke Energy Indiana, Inc.'s
(formerly PSI Energy, nc.) Registrafion Statement on Form S-3 filed on
September 29, 2010, File No. 333-169633-02),

41415  Sixty-first Supplemental Indenture, dated as of October 1, 2009, X
(incorporated by reference to Exhibit4.8.15 to Duke Energy Indiana, Inc.'s
(formerly PSI Energy, [n.) Registration Statemant on Form $-3 fited an
September 29, 2010, File No. 333-169633-02).

414,18 Sity-second Supplemental ndenture, dated as of July 9, 2010, (incorporated by X
referenca to Exhibit 4.1 to Duke Energy Indiana, Inc.'s {formely PSI Enargy, Inc.)
Current Report on Form 8-K filed on July 9, 2010, Fife No. £-3543).

41417 Sity-third Supplemental Indenture, dated as of September 23, 2010, X
(incarporated by referance to Exhibit 4.8,17 to Duke Energy Indiana, Inc.'s
(formerly PSI Energy, Inc.} Registration Statement on Form S-3 filed on
Sepiember 28, 2018, File No. 333-169633-02).

41418  Sixty-fourth Supplementad Indenture, dated as of December 1, 2011, X
(incorporated by referance to Exhibit 4(d){2)(xviii) to Duke Energy Indiana,
Ing.'s {formerly PSI Energy, Inc.) Registration Statement on Forr $-3 filed on
Sepiember 30, 2013, File No. 333-191462-03).



PART IV

Exhibit
Number

-, KYPSC Case No. 201700321
tachment - Annual Report 2015
Page 252 of 264

Duke
Energy
Carolinas

Duke
Energy
Progress

Duke

Energy
Florida

Cuke

Energy
Ohis

Duke
Energy
Indiana

Duke
Energy

Progress
Energy

41415

4.14.20

415

4.16

417

4.18

419

420

4.21

422

123

10.1

10.1.1

Sixty-fitth Supplemental Indanture, dated as of March 15, 2012, (incorporated
by reference ta Exhibit 4.1 to Duke Energy Indiana, Inc.'s (formerly PSI Energy,
Inc.} Current Report on Farm 8-K filed on March 15, 2012, File No. 1-3543).

Sixty-sixth Supplemental Indentur, dated as of July 11, 2013, (incorporated by
referance fo Exhibit 4.1 to Duke Energy Indiana, Ine.’s (formerly PSI Energy, Inc.)
Curent Report on Form 8-K filed on July 11, 2013, File No. [-3543).

Repayment Agreement between Ouks Energy Ohio, Inc. (formerly The Cincinnati

Gas & Electric Company) and The Daylon Power and Light Company, dated as of
December 23, 1992, (filed with registrant”s Annual Raport on Form 10-K for the
year ended Oecember 31, 1992, File No. 1-1232).

Unsecured Promissory Note between Ouke Energy Indiana, Inc. (formerly PSI
Energy, Inc.} and the Rural Utilities Service, dated as of Dctober 14, 1998,
(incorporated by reference to Exhibit 4 to registrant's Annuat Report on

Form 10-K far the year ended December 31, 1998, filed on March 8, 1959,
File No. 1-3543).

6.302% Subordinated Nole between Duke Energy Indiana, Inc. {formerly PS]
Energy, Inc.} and Cinergy Corp., dated as of February 5, 2003, {incorporated by
referance to Exhibit 4(yyy} to registrant’s Quarterly Report an Form 10-Q for the
quarter ended March 31, 2003, filed on May 12,2003, File No. 1-3543).

6.403% Subordinated Note between Ouke Energy Indiana, Inc. (formerly PSI
Energy, Inc.) and Cinergy Corp., dated as of February 5, 2003, (incorporated by
reference to Exhibit 4(zzz) 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).

Form of Duke Erergy InterNote (Fixed Rate), dated as of November £3, 2012,
(incorporated by reference to Exhibit 4.1 to Ouke Energy Corporation's Current
Report on Form 8-K filed an November 14, 2012, File No. 1-32853).

Form of Duke Energy InterNote (Floating Rate}, dated as of Novamber 13, 2012,
{incorporated by eeference to Exhibit 4.2 to Duke Energy Corporation’s Current
Report on Form 8-K filed on November 14, 2012, File No. £-32853).

Confingent Yalue Dbligation Agreement between Progress Enargy, Inc. {formerly
GP&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, 2000, File No. 1-3382).

Forty-second Supplemental Indenture between Ouke Engegy Chig, Inc.
{farmerly The Cincinnati Gas & Electric Company) ard The 8ank of New York
Mellan Trust Company, N.A., as Trustee, dated as of September 5, 2013,
{incorporated by reference to Exhibit 4.1 to registrant's Current Report

on Form 8-K filed on September 6, 2013, File No. 1-1232).

Siuty- sixth Supplemental Indenture between Ouke Energy Indiana, Inc.

(formerly PSI Energy, Inc.) and Deutsche Bank National Trust Company, as
Trustee, dated as of July 11, 2013, {incorporated by referenca to Exhibit4.] to
registrant's Current Report on Form 8-K filed an July 11, 2013, File No. 1-3543).

Purchase and Sale Agreement between Ouke Energy Americas, LLC and LSP Bay
I Harbor Holding, LLC, dated as of January 8, 2006, (incorporated by refarence
to Exhibit 10,2 to registrant's Quarterly Report on Form 10-0 for the quarler
ended March 31, 2008, filed on May 10, 2006, File No. 1-32853).

Amendment {0 Purchase and Sale Agreement between Duke Energy Americas,
LLC, LS Power Generation, LLC (formerly LSP Bay Il Harbor Holding, LLC}, LSP
Gen Finance Co, LLC, LSP South Bay Holdings, LLC, LSP Oakland Holdings, LLC,
and LSP Morro Bay Haldings, LLC, dated as of May 4, 2006, (incorporatad by
reference to Exhibit 10.2.1 to registrant’s Quarterly Report on Form L0-Q for the
quarter ended March 31, 2008, filed an May 10, 2006, File No.1-32853).

X

X X

X X

E-10



PART IV FR 16(7)(1) Attachment - Annual Report 2015
Page 253 of 264

Duke Duke Duke Duke Duke
Exhibit Duke Energy Progress Energy Energy Energy  Energy
Hlumber Energy  Carolinas Energy  Progress Florida Ohie  Indiana

10.2%* Directors’ Charitable Giving Pragram (incorporated by reference to Exhibit 10-P X
to Duke Energy Carolinas, LLC's Anowal Report on Form 10-K for the year ended
December 31, £592, File No, 1-4928),

10.2.1**  Amandment to Diractors” Charitable Giving Program, dated as of June 18,1897, X
(incorporated by reference to Exhibit 1-1.1 to Duke Energy Carclinas, LLC's
Annual Report on Form 10-K for the year ended December 31, 2003, filed on
March 15, 2004, File No, 1-4528).

10.2.2%*  Amendment to Directors’ Charitable Giving Program, dated as of luly 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, 2004, Fifz No. 1-4928).

10.2.3**  Amendment to Directors’ Charitable Giving Program, dated as of February 18, X
1998, {incorporated by reference to Exhibit 10-1.3 to Duke Energy Caralinas,
LLC's Annual Report on Form 10-K for the year ended December 31, 2003, filed
an March 15, 2004, File No. 1-4928).

103 Agreements with Piedmont Elestric Membership Corporation, Rutherford Electric X
Membership Corporation and Blue Ridge Electric Membership Corporation
to provide wholesale electricity and related power scheduling services fram
September 1, 2006 through Dacembar 31, 2021 (incorperated 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 3, 2006, File No. 1-32853).

104 Asset Purchase Agreement betwean Saluda River Electric Cooperative, Inc., as X
Seller, and Duke Energy Caralinas, LLC, as Purchaser, dated as of December 20,
2006, {incorporated by reference to Exhibit 10.1 to registrant’s Current Repart
an Form 8-K filed an December 27, 2008, file No. 1-4928).

10.5 Settlement between Duke Energy Corporation, Duke Energy Carolinas, LLC X
and the U.S. Department of Justica resolving Duke Energy's used nuclear fusl
litigation against the U.S. Department of Energy, dated as of March 6, 2007,
(incorporated by reference to ltem 8.01 to registrant's Current Report on
Form 8-K filed on March 12, 2007, File No. 1-4928).

10.6 Engineering, Procurement and Censtruction Agreement between Duke Energy X
Carolinas, LLC and Stone & Webster National Engineering BC., dated as of July
11, 2007, (incorporated by reference to Exhibit 10,1 to registrant's Quartarly
Report on Form 10-G for the quarter ended September 30, 2007, filed on
November 12, 2007, Fila No. 1-4928). (Portions of the exhibit have been
omitted and filed separately with the Securities and Exchange Commission
pursuant to a requast for confidential treatment pursuant to Rule 24h-2 under
the Securities Exchange Act of 1934, as amended.)

10.7 Amended and Restated Enginaering, Procurament and Construction Agreement X
between Duke Energy Carolinas, LLC and Stone & Webster National Engineering
PC., dated as of February 20, 2008, {incorporated by reference fo 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. X
(Capital & Trading), CinCap Madisen, LLC and Duke Energy Indiana, Inc.
(formerly #SI Energy, Inc.}, dated as of February 5, 2003, (incorporated by
reference to Exhibit iD(#) to registrant’s Quarterly Repoit on Form 10~ for the
quarter ended March 31, 2003, filed on May 12, 2003, File No, 1-3543),

109 Amended and Restated Engineering and Construction Agreement between Duke X
Energy Carclinas, LLC and Shaw North Caroling, Inc., dated as of December 21,
2009, {incorporated by reference to Item 1.01 to registrant’s Curent Report on
Form 8-K filed on December 28, 2009, File No. 1-4928).

E-11
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10.10

10.11

10.12

10.53

10.14

10.15

10.16

10.17

10.18

Asset Purchase Agreement batween Capital & Trading, CinCap Vil, LLC and Duke
Energy Indiana, Inc. (formeriy PSI Energy, Inc.), dated as of February 5, 2003,
(incorporated by reference fo Exhibit 10uu) fo registrant’s Quarterly Report

on Form 10-Q for the quarter ended March 31, 2003, filed on May 12, 2003,
File No. 1-3543).

Asset Purchase Agreement between Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.) and Duke Energy Ofiio, Inc. (formerly The Cincinnati Gas & Electric
Company) and Allegheny Energy Supply Company, LLC, Allegheny Energy Supply
Wheatland Generating Facility, LLC and Lake Acqguisition Company, L.L.C., dated
as of May 6, 2005, {incorperated by reference to registrant's Quarterly Report
on Form 10-Q for the quarter endad Jure 30, 2005, filed on August 4, 2005,
File No. 1-1232).

Asset Purchase Agreement between Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.) and CG&E and Allegheny Energy Supply Company, LLC, Allagheny
Energy Supply Wheatland Generating Facility, LLC and Lake Acquisition
Company, Lt.C., dated as of May §, 2005, {incorporated by referenca to Exhibit
10(kkkk) to registrant’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 2005 filed, on August 4, 2005, File No, 1-3543).

Keepwell Agreement between Duke Capital LL and Duke Energy Ghio, Inc.
{formerly The Cincinnati Gas & Electric Company), dated as of April 10, 2006,
{incorporated by reference to Exhibit 10.1 to registrant’s Current Report on
Form 8-K filad on April 14, 2006, File No. 1-1232).

Agreements between Piedmont Electric Membership Corporation, Rutherford
Electric Membarship Corporation and Blue Ridge Electric Membership
Corporation to provide wholesale electricity and related power scheduling
services from September 1, 2006 through December 31, 2021 (incerparated
by reference to Exhibit 10.15 to Duke Energy Corporation’s Quarterdy Report
on Form 10-( for the quarter ended June 30, 2006 filed, on August 9, 2005,
File No. 1-32853).

Asset Puschase Agreemant betwean Duke Energy Indiana, Inc., {formerly
PSI Energy, Inc.), as Seller, and Wabash Valley Power Association, Inc., as
Buyer, dated as of December 1, 2006, (incorparated by referenca to Exhiibit
10.1 to registrant's Current Report on Form 8-K filed on December 7, 2006,
File No. 1-3543).

Purchasa and Sale Agreement hetween Cinergy Capital & Trading, Inc., as Seller,
and Fortis Bank, $.A/N.Y, as Buyer, dated as of June 26, 2008, (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).

Engineeting, Procurement and Construction Management Agreement between
Duke Engrgy Indiana, Ing. (formerly PSI Energy, Inc.) and Bechtel Power
Corporalion, dated as of Oecember 15, 2008, (incorporated by reference to
Exhibit 10.16 to registrant's Annual Report on Form 10-R 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 Exchanga Act of 1934, as amended).

Formation and Sale Agreerent between Duke Ventures, LLC, Crescent
Rescurcas, LLC, Morgan Stanley Real Estate Fund ¥ U.S. L.P, Morgan Stanley
Real Estata Fund V Special U.S., L.P, Morgan Stanley Real Estate Investors
VUS., LP, MSP Real Estate Fund ¥, L.P, and Morgan Stanley Strategic
Investments, Enc., dated as of September 7, 2006, {incorporated by reference
fo Exhibit 10.3 te Duke Engrgy Corporation’s Guarterly Report on Form 10-Q
for the quarter ended September 30, 2006, filed on November 8, 2008,

Fila No. 1-32853).

X

E-12
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10.19

10.20

10.21

10.22

10.23

10.24**

10.25

10.26

10.27**

Engineering, Procurement and Construction Agreement between Duke Energy
Carolinas, LLC and Stone & Webster Naticnal Engingering PC., dated as of

July 11, 2007, (incorporated by reference to Exhibit 10.2 to Duke Enargy
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 the exhibit
have been omitted and filed separately with the Securities and Exchange
Commission pursuant to a request for confidential treatment pursuant to Ruls
24b-2 ynder the Securities Exchange Act of 1934, as amended).

Amended and Restated Engineering, Procurement and Construction Agreement
between Duke Energy Carolinas, LLC and Stone & Webster National Engineering
PC., dated as of February 20, 2008, {incorporated by reference to Exhibit 10.1
to Duke Energy Corporation’s Quarterly Report on Form 10-Q for the quacter
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 ireatment pursuant to Rule
24b-2 under the Securities Exchange Act of 1934, as amended).

Agreement and Plan of Merger between DEGS Wind |, LLC, DEGS Wind Vermont,
Inc., Catamount Energy Corporation, dated as of June 25, 2008, (incorporated
by reference te Exhibit 10.2 to Duke Energy Corparation’s Quarterly Report on
Form 1{- for the quarter ended June 30, 2008, filed on August 11, 2008, File
No. 1-32853).

Amended and Restated Engineering and Construction Agreement between Duke
Energy Carolinas, LLC and Shaw North Carolina, Inc., dated as of December 21,
2009, (incorporated by reference to Exhibit 10.41 to Duke Energy Corparation’s
Annual Report on Form 10-K for the year ended December 31, 2009, filed on
February 26, 2010, File No.1-32853).

Dperating Agreement of Pioneer Transmission, LLG {incorperated by refererce
to Exhibit 10.1 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).

Amended and Restated Duke Energy Corporation Directors’ Saving Plan,
dated as of January 1, 2014, (incorporated by reference to Exhibit 10.32 to
Duke Energy Corporation's Annual Report on Form 18- for the year ended
December 31, 2013, filed on February 28, 2014, File No, 1-32833).

Enginegring, Procurement and Construction Management Agreement between
Ouke Energy Indiana, Inc. {formerly PSI Energy, Inc.) and Bechel Power
Corporation, dated as of December 15, 2008, (incorporated by referance to ltem
1.01 to registrant’s Cument Report on Form 8-K filed on December 19, 2008,
File Mos. 1-32853 and 1-3543). (Porticns 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 2452 under the Securities
Exchange Act of 1934, as amerded).

Amended and Restated Engineering and Gonstruction Agreement between Duke
Energy Carolinas, LLG and Shaw North Caralina, Inc., dated as of March 8,
2010, {incorporated by reference to Exhibit 10.1 to registrant’s Quartedy Report
on Form 10-Q for the quarter ended March 31, 2010, filed on May 7, 2010,

File Nos. 1-32853 and 1-4928).

Duke Energy Corporation Executive Severance Plan (incorporated by reference
to Exhibit 10.1 to registrant's Cument Report on Form 8-K filed on January 10,
2011, File No. 1-32853).

X

E-13
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10.28

10.28.1

10.28.2

10.29%*

10.29.1%*

10.30%>

10.31**

10.32%*

10.33**

10.34**

$6,000,000,000 Five-Year Credit Agreement between Duke Energy Corporation, X X
Duke Enesgy Caralinas, LLC, Duke Energy Ohio, Inc., Duke Enargy Indiana, [nc.,
Duke Energy Kentuky, Inc., Caroling Power and Light Company d/b/a Duke
Energy Progress, Inc. and Florida Power Corporation, d/b/a Duke Energy Florida,
Inc., as Borrawers, the lerders listed therein, Wells Fargo Bank, National
Association, as Administrafive Agent, Bank of Amarica, N.A. and The Royal
Bank of Scotland plc, as Co-Syndication Agents and Bank of China, New York
Branch, Barclays Bank PLC, Citibank, N.A., Credit Suisse AG, Cayman Islands
Branch, Industrial and Commercial Bank of China Limited, New York Branch,
IPMorgan Chase Bank, N.A. and UBS Securities LLC, as Co-Documeniation
Agents, dated as of November 18, 2011, {incorporated by reference $o Exhibit
£0.1 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).

Amendment No. 1 and Consent between Duke Energy Corporation, Duke X X
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc., Duke

Energy Kentucky, Inc., Duke Energy Progress, Ing., Duke Energy Florida, Inc.,

and Wells Fargo Bank, National Association, dated as of December 18, 2013,

(incarporated 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,

£-3274, 1-1232 and 1-3543),

Amendment No. 2 and Consent between Duke Energy Corporation, Duke Energy X X
Carolinas, LLC, Duke Energy Ohio, inc., Duke Energy Indiana, Inc., Duke Energy

Kentucky, Inc., Duke Energy Progress, Inc., and Cuke Energy Florida, Inc., the

Lenders party hereto, the issuing Lenders party hereto, Wells Farge Bank,

National Association, 25 Administrative Agent and Swingline Lender, dated as

of January 30, 2015 {incorporated by reference to Exhibit 10.1 of registrant's

Current Report on Form 8-K filed on February 5, 2015, File Nos. 1-32853,

1-4928, 1-1232, 1-3543, 1-3382 and §-3274).

Duke Energy Corparation 2010 Long-term Incentive Plan (incorporated by X
reference to Appendix A to registrant’s Form DEF 14A filed on March 22, 2010,
Fie No. 1-32853).

Amendsment to Duke Energy Corporation 2010 Long-Term Incentive Plan X
(ingorporated by reference to Exhibit 10.3 to registrant’s Quarterly Report

on Form 10-Q for the quarter enced June 30, 2012, filed on August 8, 2012,

File M. 1-32853).

Form of Performance Award Agreement of Duke Energy Corporation under X
the Duke Erergy Corporation 2010 Long-Term Incentive Plan {incorporated by
reference to Exhibit 10.1 to registrant’s Current Report on Form 8-K filed on

February 22, 2011, File No. 1-32833).

Form of Phantom Stock Award Agreement of Cuke Energy Cozporation under X
the Duke Energy Corporation 2010 Long-Term Incentive Plan {incorporated by
reference o Exhibit 10.2 to registrant’s Current Report on Form 8-K filed on

February 22, 2011, File No. 1-32853).

Duke Energy Corporation 2015 Long-Term Incentive Plan {ingorparated by X
reference 1o Appendix A to registrant’s DEF 14A filed on March 26, 2015,
File No. 1-32833).

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 10.1 to registrant's Current Report on Form B-K filed on

May 12, 2015, File No. 1-32853).

Form of Performance Award Agreement of Duke Energy Corparation under X
the Duke Energy Comporation 2015 Long-Term Incentive Plan {incorporated by
reference to Exhibit 10.2 fo registrant’s Current Report on Form 8-X filed on

May 12, 2015, Fila No. 1-32853).
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10.35%*  Form of Performance Award Agreemant of Ouke Energy Corporation under X

the Duke Energy Corporation 2015 Long-Term Incentive Plan {incorporated by

reference to Exhibit 10.1 to registrant’s Current Report on Form 8-K filed on

February 18, 2018, File No. 1-32853).
10.36**  Fomm of Restricted Stack Unit Award Agreement of Duke Energy Carporation X

under the Duke Energy Cosporation 2015 Long-Term Incentive Plan (incorporated

by reference to Exhibit 10.2 to registeant's Current Report an Form 8-K filed on

February i8, 2016, File No, 1-32853),
10.37 Settlament 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 Exhitit £0.1 to segistrant’s
Current Report on Form B-K filed on November 29, 2012, File N, 1-32853).

10.38 Settlement Agreement between Duke Energy Corporation and the North Carelina X
Attorney General, dated as of December 3, 2012, (incorporated by reference
[tem 7.01 to registrant's Current Report on Form 8-K filed on December 3,
2012, File No. 1-32853).

10.39**  Form of Change-in-Contro! Agreement (incorporated by refarence te Exhibit X
10.58 to Duke Energy Corporation’s Annual Report on Form 10-K for the year
ended December 31, 2012, filed on March 1, 2013, File No. 1-32853).

10.40**  Form of Performance Share Award (incorporated by referance to Exhibit £0.64 X
to Duke Energy Corporation’s Annual Report en Form 10-K for the year ended
December 31, 2082, filed on March 1, 2013, File No. 1-32853).

1f41**  Amended and Restated Cuke Energy Corporation Executive Cash Balance Plan, X
dated as of fanuary 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, 2013, filed on February 28, 2014, File No. 1-32852).

10.42 Purchase, Construction and Qwnership Agreement, dated as of July 30, 1981, X
between Duke Energy Progress, Inc. {formerly Carolina Power & Light Company)
and North Carclina Municipal Power Agency Number 3 and Exhibits, together
with resolution, dated as of December 1§, 1981, changing name 1o Narth
Carolina Eastern Municipal Power Agency, amending letter, dated as of February
18, 1982, and amendment, dated as of February 24, 1982, (incorporated by
reference to Exhibit 10(a} to registrant’s File No. 33-25560).

10.43 Operating and Fuel Agreement, dated as of July 30, 1981, between Quke 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 Cecember
15, 1981, and amandment, dated as of February 24, 1982, (incorporated by
reference to Exhibit 10(b} to registrant’s File No. 33-25560).

10.44 Power Coordination Agreement, dated as of July 30, 1981, between Duks 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 Carofina Eastern
Municipal Power Agency and amending letter, dated as of January 29, 1982,
{incorporated by reference 1o Exhibit 10(c) to registrant's File No, 33-25560),

10.45 Amendment, dated as of December 16, 1982, to Purchase, Construction X
and Ownership Agreement, dated as of July 30, 1981, between Duke Energy
Progress, inc. (forrerly Carolina Power & Light Company) and Nerth Carolina
Eastern Municipal Power Agency (incorporated by reference to Exhibit 10(d) to
registrant's File No. 33-25560),

1046+  Progress Energy, Inc. 2007 Equity Incentive Plan (incorporated by reference X
to Exhibit C to registrant's Form OEF 14A filed on March 30, 2007,
File No. 1-15929).
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1047+

10.48+

1049+

10.50+

10.51

10.52

10.53**

10.53.1**

10.54**

Form of Letter Agreement executed by certain officers of Progress Energy, Inc.,
waiving certain rights undar Progress Energy, Inc.'s Management Change-in-
Control Plan and their employment agreements, dated as of January 8, 2011,
{incorporated by reference to Exhibit 10.1 to regisirant’s Current Report on
Form 8-K filed on January 8, 2011, File No. 1-15929).

Progress Energy, Inc. Management Change-in-Control Plan, Amended and
Restated, effactive July 13, 201 1, {incorporated by reference to Exhibit L0{d) to
registrant's Quarterly Report on Form 10-Q for the quarter ended September 30,
2011, filed on November 8, 2011, File Nos. 1-15929, 1-3382 and 1-3274).

Form of Progress Energy, Inc. Restricted Stock Unit Award Agreement
{Graded Vesting), sffective September 15, 2011,

Form of Progress Energy, Inc. Reséncted Stock Unit Award Agreement
{CIIHf Vesting}, effective September 15, 2011,

Precedent and Related Agreements between Duke Energy Flosida, Inc. Hormerly
Florida Power Corparation dfb/a Progress Energy Florida, Inc. (*PEF")), Southem
Natural Gas Company, Florida Gas Transmission Company (“FGT™), and BG LNG
Services, LLC (“BG"), including:

a) Precedent Agreement batween Southem Natural Gas Company and PEF,
dated as of December 2, 2004;

b) Gas Sale and Purchase Conract between BG and PEF, dated as of December
1, 2004;

¢} Interim Firm Transportation Service Agreement by and bstween FGT and PEF,
dated as of December 2, 2004;

d) Letter Agreement betwean FGT and PEF, dated as of Dacember 2, 2004 and
Firm Transportation Service Agreement between FGT and PEF to be entered into
upon satisfaction of certain conditions precedent;

e} Discount Agresment between FGT and PEF, dated as of Dacember 2, 2004;

1) Amendment to Gas Sals and Purchase Contract betwaen BG and PEF, dated
as of January 28, 2005; and

g Letter Agreement between FGT and PEF, dated as of January 31, 2003,
{incorparated by reference to Exhibit 10.1 to registrant’s Current Report on
Form 8-K/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
Exchangs Commission pursvant to a request for confidential treatment pursuant
to Rule 24b-2 under the Securities Exchange Act of 1934, as amended).

Engineering, Procurement and Construction Agreement between Duke Energy
Florida, Inc, {formerly Florida Power Corporation d/b/a/ Progress Energy Florida,
Inc.), as owner, and a censortium consisting of Westinghouse Electric Company
LLC and Stone & Webster, Inc., as contractor, for a two-urit AP1000 Nuclear
Power Plant, datad as of December 31, 2008, {incorporated by raference to
Exchibit 1.1 to registrant’s Cusrent Report on Form 8-K filed on March 2, 2009,
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).

Employment Agresment between Duke Energy Corporation and Lynn J, Good, X
dated as of June 17, 2013, (incomorated by reference to Exhibit 10.1 to Duke

Energy Corporaiion’s Current Report on Form 8-K filed on June 18, 2013,

File No. 1-32853).

Amendment to Employment Agreement between Duke Energy Corporation and X
Lyren ). Gaod, dated as of June 25, 2013, (incorporated by reference to Exhibit

10,1 to Duke Enesgy Cozparation’s Current Report on Form 8-K filed on June 29,

2015, File Np. 1-32853).

Duke Energy Carporation Executive Short-Term Incentive Plan, effective X
February 25, 2013, (incorporated by reference to Exhibit 10.1 to Duke

Energy Corporation’s Current Repart on Form 8- filed on May 7, 2013,

File No, 1-32853).
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*10.55**  Duke Energy Corporation 2016 Director Compensation Program Summary X
10.56**  Amended and Restated Duke Energy Corporation Executive Savings Plan, X

dated as of January 1, 2014, (incarporated by reference to Exhibit 10.82 to
Duke Energy Corporation’s Annual Report on Form 10-K for the year ended
December 31, 2013 filed on February 28, 2014, File No. 1-32853).

10.57 Agreement between Duke Energy SAM, LLC, Duke Energy Ohig, Inc., Duke Energy
Cemmercial Enterprise, Inc. and Dynegy Resource |, LLC, dated as of August 21,
2014, (incorporated by reference to Exhibit 10.61 to Duke Energy Corporation’s
Annual Repert on Form: £0-K for the year anded Oacember 31, 2014, filed on
March 2, 2015, File No. 1-32853}.

-
>

10.58 Asset Purchase Agreement between Duke Energy Progress, Inc. and North X X
Camlina Eastern Municipal Power Agency, dated as of September 5, 2014,
(incorporated by reference to Exhibit 10,62 to Buke Energy Corparation's Annual
Report an Forn 10-K for the year ended December 31, 2014, filed on March 2,
2015, File No, 1-32853),

10.59 Change in Control Agreement between Duke Energy Corporation and Lloyd M. X
Yates, dated as of April 30, 2014, (incorporated by reference to Exhibit 10.1 to
Duka Energy Corporation’s Current Repart on Form 8-K filed on May 6, 2014,
Filg No. 1-32853).

1360 Accelerated Stock Repurchase Program executed by Goldman, Sachs & Ca., X
and JPMorgan Chase Bank, N.A. on April 6, 2015, under an agreemant with
Duke Energy Corporation, {incorporated by reference to Exhibit 10.1 to Quke
Energy Corporation's Current Report on Form 8-K filed on April 6, 2015,
File No. 1-32853),

10.61 Plea Agreement between Duke Energy Corporation and the Court of the Eastem X
District of North Carolina in conngction with the May 14, 2015, Dan River Grand
Jury Settiement, (incorporated by raference to Exhibit 10.3 to Duke Energy
Corporation's Quarterly Repart on Form 10-Q for the quarter ended Jung 30,
2015, filed on August 7, 2015, File No. 1-32853).

10.62 Plea Agreement between Duks 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, {incarporated by reference to Exhibit 10.4 to Duks Energy
Corporation's Quarterly Report on Form 10-Q for the quarter ended June 30,
2015 filed on August 7, 2015, File No. 1-32853).

*12.1 Computation of Ratic of Earnings fo Fixed Charpes — DUKE ENERGY X
CORPORATION
*12.2 Computation of Ratie of Earnings to Fixed Charges — DUKE ENERGY CAROLINAS, X
LLC
*12.3 Computation of Ratic of Earnings to Fixed Charges ~ PROGRESS ENERGY, INC. ‘ X
*124 Computation of Ratio of Earnings to Fixed Charges — DUKE ENERGY PROGRESS, X
LLC
*12.5 Computation of Ratio of Earnings to Fixed Charges — DUKE ENERGY FLORIDA, X
LLC
*12.6 Computation of Ratio of Earnings to Fixed Charges — DUKE ENERGY OHIO, INC. X
*12.7 Computation of Ratio of Earnings to Fixed Charges — DUKE ENERGY INDIANA, X
INC.
*2l List of Subsidiaries X
*23.11  Consent of Independent Registered Public Ascounting Fiem, X
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*23.1.2  Consent of Independent Registerad Public Accounting Firm. X
*23.1.3  Consent of Independent Registersd Public Accounting Firm. X
*23.14  Consentof Indépendent Registerad Publig Accounting Firm, X
*23.1.5  Consent of Independent Registered Public Accounting Firm. X
*23.18  Consent of Independent Registered Pubtic Accounting Firm, X
*24.1 Power of attorney autharizing Lynn J. Good and others to sign the annual report X
on behalf of the registrant and certain of its directors and officers.
*24.2 Certified copy of resolution of the Board of Directors of the registrant authorizing X
power of attorney.
*31.1.1  Cerification of the Chief Executive Officer Pursuant to Section 302 of the b
Sarbanes-Oxley Act of 2002,
*31.1.2  Certification of the Chief Executive Officer Pursuant to Section 302 of the X
Sarbanes-0xley Act of 2002.
*31.13  Certification of the Chief Executive Officer Pursuant to Section 302 of the X
Sarbanes-Oxley Act of 2002,
*31.1.4  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  Cerification of the Chief Executive Officer Pursuant to Section 302 of the X
Sarhanes-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,
*31.21  Certification of the Chief Financial Officer Pursuant to Section 302 of the b
Sarbanes-Oxley Act of 2002,
*31.2.2  Certification of the Chisf Financial Officer Pursuant te Section 302 of ths X
Sarbanes-Oxley Act of 2002.
*31.23  Certification of the Chief Financial Officer Pursuant to Section 302 of the X
Sarbanes-0xley Act of 2002.
*31.24  Certification of the Chief Financial Officer Pursuant ie Section 302 of the X
Sarbanes-Oxtay Act of 2002.
*31.2.5  Cerfification of the Chief Financial Officer Pursuant $o Section 302 of the X
Sarbanes-Oxfey Act of 2002.
*31.2.6  Certification of the Chief Financial Officer Pursuant {o Section 302 of the X
Sarbanes-Oxley Act of 2002,
*31.2.7  Certification of the Chief Financial Officer Pursvant to Section 302 of the X
Sarbanes-Oxley Act of 2002.
*32.1.1  Certification Pursuant to L8 U.S.C. Section L350, as Adopted Pursuant to X
Section 906 of the Sarbanas-Oxley Act of 2002,
*32.12  Cerlification 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 L8 U.5.C. Section L350, as Adopted Pursvant to X
Section 906 of the Sarbanas-Oxley Act of 2002,
*3214  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 906 of the Sarbanas-Oxley Act of 2002.

*32.1.5  Certification Pursuant to L8 U.S.C. Section 1330, as Adopted Pursvant to X
Section 906 of the Sarbanes-Oxley Act of 2002.
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*32.16  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 506 of the Sarhanes-Oxley Act of 2002,
*32.1.7  Certification Pursuant to 18 U.S.C. Section 1330, as Adopted Pursuant to X

Section 806 of the Sarhares-Oxley Act of 2002.
*32.2.1  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 506 of the Sarhanes-Oxley Act of 2002,
*32.22  Certification Persuant to 18 U.S.C. Section 1330, as Adopted Pursuant fo X

Section 506 of the Sarhanes-Oxley Aci of 2002.
*32.23  Ceriification Pursuant to 18 U.S.C. Seetion 1350, as Adopted Pussuant to X

Section 806 of the Sarbanes-Oxley Act of 2002,
*32.24  Cerification Pursuant to 18 U.S.C, Section 1350, as Adopted Pursuant to X

Section 506 of the Sarbanes-Oxley Act of 2002.
*3225  Cerification Pursuant to 18 U.8,C. Section 1330, as Adopted Pursuant to X

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

Section 806 of the Sarbanes-Oxley Act of 2002.
*32.27  Certification Pursuant to 18 U.8.C. Section 1350, as Adopted Pursuant to X

Section 806 of the Sarbanes-Oxley Act of 2002.
*10LINS  XBRLInstance Document X X X X X X X
*181.5CH  XBRL Taxcnomy Extension Schema Oocument X X X X X X X
*101.CAL  XBRL Taxonemy Calculation Linkbase Documnent X X X X X X X
*181.LAB  XBRL Taxonomy Lahel Linkbase Dacument X X X X X X X
*101.PRE  XBRL Taxonomy Presentation Linkbase Document X X X X X X X
*101.0EF  XBRL Taxenomy 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 nat filed as an exhibit does not
axceed 10 percent of the total assets of the registrant and its subsidiaries on a consolidated basis. The segistrant agrees, upon request of the SEC, to furnish copies of
any or all of such instruments to it.
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Annual Meeting
The 2016 Annual Meeting of Duke Energy Sharsholders will be:

Date:  Thursday, May 5, 2016

Time: 10am.

Place:  0.J. Miller Auditorium
Energy Center
526 South Church Street
Charlotte, NC 28202

Shareholder Services.

Shareholders may calt 800.488.3853 or 704.382.3853 with .
questions about their stock accounts, legal transfer requirements,
address changes, replacement dividend checks, replacement of
lost certificates or other services. Additionally, registered
sharehoiders can view their account online through DUK-Online,
available at duke-energy.com. Send written requests to:

Investor Relations

Duke Energy

P.0, Box 1005

Charlotte, NC 28201-1005
For electronic correspondence, visit duke-energy.com/investors
or download the mabile IR app. Seaich for "DUK Invesior” in the
App Store or Google Play,

Stock Exchange Listing
Duke Energy’s comman stock is listed on the New York

Stock Exchange. The company’s common stock trading .
symbol is DUK,

Website Addresses
Corporate home page: duke-energy.com
Investor Relations: duke-energy.com/investors

InvestorDirect Choice Plan

The InvestorDirect Choice Plan provides 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 manthly 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 partion of the dividends. Additionally,
participants may register for DUK-Oniine, our online account
management service,

£93016 Duke Energy Corpszation 153448 305

Financial Publications

Duke Energy’s Annual Report and related financial publications
can be found on our website af duke-energy.com/investors.
Printed copies are also availahle 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
sharehelder information. Call Investor Relations for instructions on
eliminating duplications or combining yaur accounts.

Transfer Agent and Registrar

Duke Energy maintains shareholder records and acts as transfer
agent and registrar for the company’s common stock. .

Dividend Paymant

Duke Energy has paid quarterly cash dividends on its common
stock for 90 consecutive years. For the remainder of 20186,
dividends on common stock are expected to be paid, subject

to declaration by the Board of Directors, on June 16, September 16
and December 16,

Bond Trustee

If you have questions regarding your bond account;
call 800.254.2826, or write to:
_ The Bank of New York Mellon
Global Trust Services
101 Barclay Street — 21st Floor
New York, NY 10286

Send Us Feedback

We welcome your opinion on this annual report. Flease visit.
duke-energy.com/investors, where you can view and provide
feedback on both the print and online versians of this report,

Qr contact Investor Relations directly. Duke Energy is an equal
opportunity employer. This report is publishied solely fo inform -
shareholders and is not to be considered an offer, or the
solicitation of an offer, to buy or sell securities.

MIX

Pan;T frem
reapanalbls sourcas
FSC

weneey  FSC® CD13980

Praducts with a Mixed Scurzes Yabel support the development of responsible forest management
worldwide. The wood comes fram Forest Stewardship Council® (FSC™)-certified well-managed
furests, company-controlied sources and/or recycled material, This annuat repartis printed on
‘paper manufactured with energy gensrated from renewable sources.
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