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Filing Description | Sponsoring
Requirement Witness

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

8§07 KAR 5:001 The original and 10 copies of application plus James P. Henning
Section 7(1) copy for anyone named as interested party.

Tt | — :n:§
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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,

(c) Terms of preference of preferred stock
whether cumulative or participating, or on
dividends or assets or otherwise.

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

(e) Amount of bonds authorized, and amount
issued, giving the name of the public utility which
| issued tlie 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 thercon
durinig the Iast 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
pertion 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)(i)

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




Forecasted Test Period Filing Requirements

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

Table of Contents
Vol. | Tab Filing Description Sponsoring
# # 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, Jr.
(L)®d)(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
(1)(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
(HB(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
(b4 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
(N(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 | 807 KAR 5:001 Notice given pursuant to Section 17 of this James P. Henning

Section 16(3)

administrative regulation shall satisfy the
requirements of 807 KAR 5:051, Section 2.




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 bage 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 8. Lee
Robert H. Pratt

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

807 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, unless the revisions reflect statutory or
regulatory enactments that could not, with
reasonable diligence, have been included in the
forecast on the date it was filed. There shall be no
revisions filed within thirty (30) days 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 alternative forecast based on a reasonable
number of changes in the variables, assumptions,
and other factors used as the basis for the utility's
forecast,

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. Lawiler

22

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

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

Attestation 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

307 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 5:00]
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
aragraph (f) 3 and 4 of this subsection.

Robert H. Pratt
Joseph A. Miller
Anthony I, 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 earnings per share);

2. Balance sheet;

3. Statement of cash flows;

4. Revenue requirements necessary to support the
forecasted rate of return;

5. Load forecast including energy and demand

(electric);

. 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.

oG =] Ch

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

30

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

Most recent FERC or FCC audit reports.

David L. Doss

31

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

Prospectuses of most recent stock or bond
offerings.

John L. Sullivan, IT1

32

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

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

David L. Doss

33

807 KAR 5:001
Section 16(7)(1)

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

John L. Sullivan, I1I

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 XAR 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 auditor’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

41

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

307 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.

Jeffrey 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

307 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 shall file:
1. Jurisdictional separations study consistent with
Part 36 of the FCC’s rules and regulations; and
2. Service specific cost studies supporting pricing
of services generating annual revenue greater
than $1,000,000 except local exchange access:
a.  Based on current and reliable data from
single time period; and
b.  Using generally recognized fuily
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 detajled 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

11

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 account.

Sarah E. Lawler

11

48

807 KAR 3:001
Section 16(8)(d)

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

Sarah E. Lawler

Cynthia S. Lee

Robert H, Pratt
James E. Ziolkowski

11

49

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

Turisdictional 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)(f)

Summary schedules for both base and forecasted
periods (utility may also provide summary
segregating items it proposes to recover in rates) of
organization membership dues; initiation fees;
expenditures for country club; charitable
contributions; marketing, sales, and advertising;
professional services; civic and political activities;
employee parties and outings; employee gifts; and
rate cases.

Sarah E. Lawler

11

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)(i)

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, III
Section 16(8)(j) forecasted periods with supporting schedules
providing details on each component of the capital
strueture,
11 55 | 807 KAR 5:001 Comparative financial data and earnings measures Cynthia S. Lee
Section 16(8)(k) | for the 10 most recent calendar years, base period, Robert H. Pratt
and forecast period. John L. Sullivan
David L. Doss
11 56 | 807 KAR 5:001 Narrative description and explanation of all Bruce L. Sailers
Section 16(8)(1) proposed tariff changes.
11 57 | 807 KAR 5:001 Revenue summary for both base and forecasted Bruce L. Sailers
Section 16(8)(m) [ periods with supporting schedules which provide
detailed billing 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 59 | 807 KAR 5:001 Request for waivers from the requirements of this Legal
Section 16(10) section shall include the specific reasons for the
request, The commission shall grant the request
upon good cause shown by the utility,
11 60 1§ 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 siies:

1. A copy of the public notice; and

2. A hyperlink to the location on the
comimission’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.

(2) 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

Il

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;

(2) 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 http://psc.ky.gov;

(g) A statement that comments regarding the
application may be submitted to the Public Service
Cormmission 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 prounds 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

64

807 KAR 5:001
Section 17(5)

(5) Abbreviated form of notice. Upon written
request, the commission may grant a utility
permissijon 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-




TAB 37 continued...



KyPSC Case No, 2017-00321

FR 16(7)(p) Attachment - 10Q 9/30/2015

Page 1 of 169

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

(Mark One)
| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2015
OR
] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Registrant, State of Incorporation or Organization,
Address of Principal Executive Offices, and Telephone Number

Commission file number

IRS Employer ldentification No.

i

3
b
&

DUKE
<’ ENERGY.

1-32853 DUKE ENERGY CORPORATION

(a Delaware corporation)
550 South Tryon Street
Charlotte, North Carolina 28202-1803
704-382-3853

20-2777218

Registrant, State of Incorporation or Organization,
Commission fila Address of Principal Executive Offices, Telephone Commission file
number Number and IRS Employer Identification Number number

Registrant, State of Incorporation or Organization,
Address of Principal Executive Offices, Telephone
Number and IRS Employer Identification Number

1-4928 DUKE ENERGY CAROLINAS, LLC 1-3274

{a North Carolina limited liabiity company)
526 South Church Strest
Charlotte, North Carclina 28202-1803
704-3682-3853

DUKE ENERGY FLORIDA, LLC
{formerly DUKE ENERGY FLORIDA, INC.)
(& Florida limited liabilty company}

299 First Avenue North
5t. Patersburg, Florida 33701

704-362-3853
56-0205520 59-0247770
1-15929 PROGRESS ENERGY, INC. 1-1232 DUKE ENERGY OHIOQ, INC.
(a North Carolina corparation) (an Ohio corporation}
410 South Wilmington Street 139 East Fourth Street
Raleigh, North Carolina 27601-1748 Cincinnati, Ohio 45202
704-382-3853 704-382-3853
56-2155481 31-0240030
1-3392 DUKE ENERGY PROGRESS, LLC 1-3543

(formerly DUKE ENERGY PROGRESS, INC.)
{a North Carolina limited liabilty company)
410 Southt Wimingtorn Strest
Raleigh, North Carolina 27601-1743
704-382-3853
56-0165465

DUKE ENERGY INDIANA, INC.
{an Indiana corporation}

1000 East Main Street
Plainfield, Indiana 46468
704-382-3853
35-0594457

Indicate by check mark whethar the registrani {1) has filed all reperts required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12
manths (er for such shorter perlod that the registrant was required to file such reperts), and (2} has been subject to such filing requirements for the past 90 days.

Duke Energy Corporation (Duke Energy) Yes E No Ol Duke Energy Florida, LLC {Duke Energy Florida} Yes No OO
Duke Energy Carolinas, LLC (Duke Energy Carclinas} Yes[ NoDO Duke Energy Chio, In¢. (Duke Energy Ohio) Yes® NoO
Progress Energy, Inc. {Progress Energy) Yes No Q) Duke Energy Indiana, Inc. (Duke Energy Indiana) Yes E No O
Duke Energy Progress, LLC (Duke Energy Prograss) Yes X No O




KyPSC Case No, 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
Page 2 of 169

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate websits, if any, every Interactive Data File required to be submitted ang
posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files}.

Duke Energy Yes X No O Duke Energy Florida Yes @ No O
Duke Energy Carolinas Yes No O Duka Energy Ohio Yes & NoO
Progress Energy Yes B No O Duke Energy Indiana Yes No O
Duke Energy Progress Yes X No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated fler, a non-accelerated filer or a smaller reperting company. See the definitions of
“large accelerated fier,” “accelerated fler” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Cuke Energy Large accelerated filer Accelerated filer O Mon-accelerated filer O Smaller reporting company O
Cuke Energy Carolinas Large accelerated filar O Accelerated filer O MNon-accelerated filer & Smaller reporting company O
Progress Energy Large accelaratad filer O Accelerated filer O MNon-accelerated filer E Smaller reporting company O
Duke Energy Progress Large accelerated filer O Accelerated filer O Non-accelerated filer Smaller reporting company O
Duke Energy Florida Large accelerated fler O Accelerated filer O Non-accelerated filer (= Smaller reporting company O
Duke Energy Ohio Large accelerated filer O Accelerated filer O Mon-accelerated filer & Smaller reporting company O
Duke Energy Indiana Large accelerated filer O Accelerated filar O MNon-accelerated filer = Smaler reporting company O

Indicate by check mark whether the regisirant is a shell company (as dafined in Rule 12b-2 of the Exchange Act).

Duke Energy Yes O No B Duke Energy Florida Yes O No E
Duke Energy Carolinas Yes O No & Duke Energy Ohlo Yes O No i
Progress Energy Yes O No = Duke Energy [ndiana Yes O No &
Duke Energy Progress Yes O No =

Number of shares of Common stock outstanding at November 3, 2015:

Registrant Description Shares
Duke Energy Common stock, $0.001 par value 688,334,378
Duke Energy Carolinas All of the registrant's limited liabilty company member interests are directly owned by Duke Erergy.

Progress Energy All of the registrant's common stock is directly owned by Duke Energy.

Duke Energy Progress All of the registrant's limited liabilty company member interests are indirectly owned by Cuke Energy.

Duke Energy Florida All of the registrant's limited liabilty company member interests are indirectly owned by Duke Energy.

Duke Energy Ohio All of the registrant's common stock is indirectly owned by Duke Energy.

Duke Energy Indiana All of the registrant's common stock is indirectly owned by Duke Energy.

This combined Form 10-Qt is filed separately by seven registrants: Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida,
Duke Energy Ohlo and Duke Energy indiana (collectively the Duke Energy Registrants). Information contained hereln relating to any individual registrant is filed by such
registrant solely on its own behalf. Each registrant makes no representation as to information relating exclusively to the other registrants.

Duke Energy Carclinas, Progress Energy, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio and Duke Erergy Indiana meet the conditions set forth in General
Instructions H(1}(a) and (b) of Form 10-Q and are therefore fling this form with the reduced disclosure format specified in General Instructions H(2) of Form 10-C1.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This document includes forward-looking statemants within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securilies Exchange Act of 1934,
Forward-looking statements are based on management's beliefs and assumptions. These forward-looking statements are identified by terms and phrases such as “anticipate,”

"believe," “intend," “estimate,” “expect,” “continue,” "should,” “could,” “may," “plan,” “project,” “predict,” “will," “potential,” “forecast,” “target,” “guidance,” “outlcok,” and similar

expressions. Forward-lcoking statements involve risks and uncertainties tha: may cause actual resuits to be materially different from the results predicted. Factors that could
cause actual results to differ materially from those indicated in any forward-looking staterment include, but are not limited to:

+  $State, federal and foreign legislative and regulatory Initiatives, including costs of compliance with existing and future environmental requirements or cimate change, as well
as nglings that affect cost and Investment recovery or have an impact on rate structures or market prices;

»  The extent and timing of the costs and liabilities relating to the Dan River ash basin release and compliance with current regulations and any future regulatery changes
related to the management of coal ash;

s Tha abllty 1o recover eligible costs, including those associated with future significant weather events, and earn an adequate return on investment through the regulatory
procass;

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

«  Credit ratings of the Duke Energy Registrants may be different from what is expected;
s Costs and effects of legal and administrative proceedings, settlements, Invastigations and claims;

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

= Additional competition in electric markets and continued industry consofidation;
«  Poltical and reguiatory uncertainty in other countries in which Duke Energy conducts business;

- The influence of weather and other natural phenomena on operations, including the economic, operational and cther effects of severe storms, hurricanes, droughts and
tornadoes:

= The abilty to successfully operats electric generating faciities and deliver eleciricity to customers;
= The impact on faciities and business from a terrorist attack, cybersecurity threats, data security breaches and other catastrophic events;
= Theinherent risks associated with the operation and potential construction of nuclear facilties, 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 assels; '

= The results of financing efforts, including the ability to obtain financing on favorable terms, which can be affected by various factors, including ¢redit ratings and general
economic conditions;

= Declines in the market prices of equity and fixed income securtties and resultant ¢ash funding requirements for defined benefit pension plans, other post-retirement beneft
plans and nuclear decommissioning trust funds;

= Construction and development risks associated with the completion of Duke Energy Registrants’ capital investment projects in existing and new generation faciliies,
Including risks related to financing, obtaining and complying with terms of permits, meeting construction budgets and schedules, and satisfying operating and environmental
performance standards, as well as the ability to recover costs from customers in a timely manner or at ail;

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

= The ablity to contral operation and maintenance costs;

s The level of creditwerthiness of counterparties to transactions;

= Employee workforce factors, including the potential inabiiity to attract and retain key personnel;

»  The abllty of subsidiaries to pay dividends cor distributions to Duke Energy Corporation holding company (the Parent);

s The performance of projects undertaken by our nonregulated businesses and the success of efforts to Invest in and develop new oppoertunities;
+  The effect of accounting pronouncements issued perfiodically by accounting standard-setting bodies;

= The impact of potential goodwill impairments;

s The ability to reinvest prespective undistributed earnings of foreign subsidiaries or repairiate such earnings on a tax-efficient basis;

= The expected timing and fikelihood 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 reducs anticipated benelits or cause the parties tc abandon
the acquisition, as well 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
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= The abilty to successfully completa future merger, acquisition or divestiture plans.

In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a different extent or at a different
time than described. Forward-looking statements speak only as of the date they are made; the Duka Energy Registrants undertake no ebligation to publicly update or revisa
any forward-looking statements, whether as a result of new information, future evenis or otherwlse that occur after that date.




PART L. FINANGIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

DUKE ENERGY CORPORATION
Condensed Consolidated Statements of Operations
{Unaudited)

KyPSC Case No, 2017-00321
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Page 6 of 169

Three Months Ended Nine Months Ended
September 30, September 30,

{in milliions, except per-share amounts) 2015 2014 2015 2014
Operating Revenues _ )
Regulated electric 6,017 $ 5861 % _ 16,564 16;549
Nonregulate;i electric 'énd other krird ' ' 449 ' ) 1,157 i,403
Regulated natural gas B9 a5 416 414

Total operating revenues 6,483 6,395 18137 18,366..
Operating Expenses
Fue! used in electric g'eneration afldl purcﬁased power — regulated ) 2,113 ' 2,132 ' 5775 . .5.940 .
Fuel used in electric generation and purchased powsr — nonregulated 61 148 283 410
Cost of natural gas and other . ' 21 27 158 181
Operation, maintenance and other 1,426 1,409 4,274 4,254
Depreciation and amertization 74 788 2241 2,305
Property and other taxes 293 275 836 936
Impairment charges 111 1 111 ' 81

Total operating expenses 4,799 4,780 13,778 14,107
Gains on Sales of Other Assets and Other, net 4 4 3 11
Cperating Income 1,688 1,619 4,350 4,270
Other Income-and Expenses ] ) )
Equity in earnings of uncansclidated affiiates 17 28 53 ] 97
Other income and ¢xpenses, net. 57 109 203 293

Total other income and expenses T4 137 256 390
Interest Expense 402 405 1,208 1,212
Income From Continuing Operations Before Income Taxes 1,360 1,351 3,438 3,448
Incoma Tax Expense from Continuing Operations B - 420 460 1,118 1,081
Income From Continuing Operations 940 891 2,320 2,367
{Loss) Income From Discontinued Operatldﬁs, net of tax {5). 378 . 29 (578)
Net Income 935 1,269 2,349 1,789
Less: Net Income {Loss) Attributable ia Noncontrﬁl[lng Interasts' 3 {5) 1D‘- 3
Net Income Attributable to Duke Energy Corporation 932 3 1274  § 2,339 1,786
Eamings Per Sﬁafe - éasic and BPiluted
Income from continuing operations attributable to Duke: Enargy Corporation common:
stackholders - ) ] o )

Basic 136 § 1.25 3 333

~ Diluted . 138§ 126 % a3 3.33

(Loss) Income from discontinued operations attributable to Duke Energy Corporation
comman stockhalders

Basic ‘ (001) § 055 § 0.05. (0.81)

Diluted . o {0.01) § 0.55 0,05 (0.81)
Net income attributable to Duke Energy Corparation common stockholders

Basié . 1.35 . $ 1.80 3,36 2.52

Diluted . 1.35 $i 1.80 % - ‘336 252
Weighted-average shares outstanding

Baskc 688 707 696 707

Diluted 688 707 696 707

Sea Motes to Condansed Consolidated Financlal Stataments

6
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DUKE ENERGY CORPCRATICON
Condensed Consolidated Statements of Comprehensive Incoma
(Unaudited)

Three Months Ended Nine Months Ended

September 30, September 30,

(in mlllions} 2015 2014 2015 2014
Net Income $ 935 3 1,269 § 2,349 8 1,789
Other Comprehensive Loss, net of tax
Fareign currency translation adjustments (122 {102} {238) ) . (50)
Pension and OPEB adjustments {3) 1 (1} k]
Net unrealized {losses) geins on cash flow fiedges ' ) ) ‘ ' (9) 2 (7} (10)
Reclassification inta earnings from cash flow hedges 1 2 6 5
Unrealized (losses} gains.on available-for-sale securities . ‘ : (2) ‘ - {5) 2
Other Comprehensive Loss, net of tax {135) (97) (245) (52)
Comprehensive Income . B00 1,172 2,104 1,737 -
Less: Comprahéns!va (Loss) Income Attribut.able.to.Noncontrolling Interests . . (2). (1) - 8
Comprehensive Income Attibutable to Duke Energy Corporatien $ 802 § 1,173 . & ' 2,104 § 1,729

See Notes to Condensed Consolidated Financial Slatemants
7
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PART | Page 8 of 169
DUKE ENERGY CORPORATION
Condensed Consoclidated Balance Sheets
{Unaudited)
{in milllons} September 30, 2015 December 31, 2014
ASSETS N
Current Assets
Gash and cash equivalents. B ~ : s 1,370 " 2,036
Receivables (net of allowance for doubtiul accounts of $17 at September 30, 2015 and Decemnber 31, 2014) 722 791
Restricted receivables of variable interest entities: (net of allowance for doubtfut accounts of $54 at September 30,
2015 and 851 at December 31, 2014) B o o B ) 2,037 1.973:
Inventory 3,537 3,459
Asseishedforsale = ast’
Regulatory_asse?S_ ) ) ‘ 963 1,_1 15
Other : ‘ ‘ _ 1,566 1,837
Total current agsets ’ 10,195 11,575
Investments and Other Assets. o o _ o T
Investments in equity method unconsolidated affilates 501 358
Nuclear decémhfssioning trustfunds o ' o _ ._ o _. . _ ' . _ '5,_56§ . _5‘5.1.16. :
Goodwill 16,312 16,321
Asseishedforsae = 2642'°
Other 3,205 3,008
Total investments and other assets ] ] o ] 25,584 27,875 ¢
Property, Plant and Equipment 7 7
Cost _ . : _ : 110,795. 104,861
Accumulated depreciation and amortization (37,479) (34,824)
Generation facifties to be retired, net. ' S ' e " dgo 9
Net praperty, plant and equipment 73,776 70,046
Reguiatary Assets and Deferred Debits =~ ) ) o o . _
Regulatory assets ‘ 11,290 11,042
Other : o . ' 188 171
Tolal ragulatory assets and deferred debits 11,478 11,213
Total Assets _ 5. : 121,033 120,709 -
LIABILITIES AND EQUITY
Current Liabilities. N i i ) )
Accounls payable o . o AT 221
MNotes payable and commercial paper ' E : ) o 2,419 2,514
Taxes accrued ) ) 628 569
Interest accrued ' ' ' 7 463 M8
Current maturfties'of long-term debt 2,536 2,807 .
Liabiltles assaciated with assets held for sale . ) . . o . : = 262 .
Regulatory liabilittes ) ) ) - o ) o 320 204
Other ¥ - ' 2,052 2,188
Total current liabilities 10,516 11,233
Long-Teim Debt: . 37,667 37213
Deferred Credits and Other Liabilities
Deferred income taxes ) o ) ) ' . ‘ N ) ) ) 13,999 13,423
Investment tax credits 416 427
Accrued pension and ather post-ratirerent bansfit costs _ o _ _ _ 1130 1,145
Liabilities asscciated with assets held for sale —_ 35
Assét refirement obligations ) ) ) o ) ) ) o 9,713 8,466 -
Regulatory liabilities 6,129 6,193
Other S T ' 1,595 1,875 -
Total deferred credits and other liabilties 32,982 31,364
Commitments and Contingencles
Equity
Common stock, $0.001 par value, 2 bilion shares authorized; 688 milion and 707 milion shares outstanding at
September 30, 2015 and December 31, 2014, respectively . 1 1



KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
3

Additional paid-in capital 7,953 Page 9 of £gg05
Retained earnings 2,656 2,012 -
Accumulated other comprehensive loss (778} (543)
) Total Duke Energy Corporation stockholders" equity- _ ’ 39,832 40,875 ¢
Noncontroling intérests 36 24
Total equity : 39,368 40,859
Total Liabilities and Equity $ 121,033 120,709

See Notes to Condensed Consolidated Financial Statements
8
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PART I Page 10 of 169
DUKE ENERGY CORPORATION
Condensed Consolidated Statements of Cash Flows
(Unaudited)
Nine Mcnths Ended
September 30,
{In milllons) 2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Netincome * _ $ 2349 5 1,789
Adjustmenis to reconcile net income to net cash provided by operating activities: ‘
Depreciation, amortization and accretion (including amortizatin of nuclear fue?) 2,680 264
Equity component of AFUDC {123) (99)
Gains on sales of other assets {44) (27)
Impairment ¢harges 145 848
Deferred income taxes. 1,104 562
Equity in earnings of unconsolidated affiiates (53} l(QT)
Accrued pension and other post-retirement benefit costs 53 31
Contributions 1o qualified pension plans (143) —
' Paymen@s'f'or asset-rretire_mént pbls’gaﬁdné ‘ ‘(208_) .' (52)
{Increase) decrease in _ R
Net realized-and 'unreal‘ize‘d mark-to-market and hedging t.ra.ns-;a.c.tléns (23) . 128
Receivables 67 (24)
Inventory (13) “n.
Other current assets (119) (318)
Increase (decr.ea_s.e) in o _
Accounts payable (182} (303)
Taxes acerued- L1l ar
Other current liabilities 79 {99)
Other assets (143) (100)
Other liabilties {71) 214
Net cash provided by operating activilies 5,396 5,167
CASH FLOWS FROM INVESTING ACTIVITIES
Capilal expenditures - ' (4,642) (3,755)
Investment expenditures (209) (65}
Acquisitors - (1317 (18):
Purchases of available-for-sale securities B (3,017) (2,424)
Proceeds from sales and maturities of -availab]e-fprAsala securities. - o 3,037 ' 2.,445' )
Net proceeds from the sale of Midwest generation business and sales of equity investments and other assets 2,916 172
Change in restricted cash - ' - 9) (15)°
Other (10) (76)
Net cash used in investing activities (3,291) (3,7'34)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the: _ 7 R
Issuance of long-term debt 1,780_ 2,217
tssuance of common stock related to employes benefit-plans 7_ ) ) 16 . . 24
Payments for the redemption of long-term debt (1,264) (2,503)
Proceeds from the Issuance of short-term debt with originai m.éturities greater than 90 days. 287 —
Payments for the redemption of short-term debt with original maturiies greater than 80 days {931) —
Notes payablo and commercial paper ' 531 941
Distributions to noncontroling interests )] (45}
Dividends paid ' _ (1,685) ' (1.670}
Repurchase of common shares {1,500) —
Other ) 2 a3
Met cash used in financing activities (2,771} (1,003}
Met {decreasa) increasse in cash and cash equivalents (666} - 430
Cash and cash equivalents at beginning of period 2,036 1,501
Cash and cash equivalents at end of period $ 1,370 & 1,931

Supplemantal Disclosures:
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3 466

Signiﬂcaﬁt non-cash transactions: _
Accrued capital expendiures $ 610

See Notes to Condensed Consolidated Financial Statements
9
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DUKE ENERGY CORPORATION
Condensed Consclidated Statements of Changes in Equity
{Unaudited}

Accumttiated Other Comprehensive Loss

Net
Unrealized

Gains
Foreign Net [Losses)

Losses on
Common AddItional Currency on  Available- Pension and Common

Cash
Stock Common Paid-in Retained Translation Flow for-Sale- OPEB Stockholders” Noncontrolling Total

{in milllons) Shares Stock Capital Eamings Adjustments Hedges Securities Adjustments Equity Interests Equity

Balance at

Decembaer 31, . ) . i . ]
2013 706 % 1 % 39365 $.2363 $§  {307) % (40) % — 5 (52} $ 41330 § 78 $41,408
Net income —— — — 1,786 — — — — 1,786 1,789
Othier ' '

comprehansiva ’ . .

(loss) income = - . - —_ - (58 - (B} ) 2 1 {57} 5 (52
Common stock

issuances,

including

dividend

reinvestment

and employee

benefits 1 — 23 — ) —_ — — — 23 — 23
Common stock ) . ] :

dhvidends ~ - = {1870) - . - - — . Ey = (1870)
Distributions to

noncontreling

interest in

subsidiarias —_ — — — — — — — — (45) {45}
Balance at ' ' i

September 30, ‘ . ) )

2014 707 38 1°$ 39388 $ 2479 % (362) & (49) $ 2 5 5 % 41,412, § 41~ $41,453

[N ]

Balance at ] .
December 31, ) . _ .
2014 T07 8 1 § 39405 § 2,012 § (439) $- (59} $ 3.8 (48) $ 40,875 § 24 $40,899

Net income — — — 2,339 — - - — 2,339 10 2,349
Other ) : )
comprehansive . . :

oss - - - - (228) (1) 5 R < I (10 (248)
Comman stock

issuances,

including

dividend

reinvestment

and employeo

benefils 1 — 48 — _ — = — = 48 — 48
Stock ) . ‘ . :
repurchase . (20) — {1,500} —— — — — - (1,500} o == {1,500}
Commoan stock

dividends — — - (1,685} — _— —~— . —_ {1,685} ) — {1,685}
Distributions to .

nencentrolling

Interest in .

subsidiaries ) — - - = - _ — - - : {7) {7y

Other fa) - — — (10} — —_ —_ — (10} 19 9

Balance at
September 30, : :
2015 . 688§ 1§ 37953. $ 2656 § (667) $ (60} $ @ s - (49) $ 39,832 § 36 $39,368

(a) The $19 millon change in Noncontroling Interests is primarily related to an acquisition of majority interest in a salar company for an insignificant amount of cash
consideration.

See Notes {o Condensed Consolidated Financlal Statements
10
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DUKE ENERGY CAROLINAS, LLC

Condensed Consolidated Statements of Operations and Comprehensive Income
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(Unaudited}
Three Months Ended Nine Months Ended
September 30, September 30,

{in millions) 2015 2014 2015 2014
Operating Revenues 5 2061 % 1,938 5660 § 5,693 -
Operating Expenses
Fuel used in electric generaﬁon and purchased power 548 524 1,553 1,685
Operation, maintenance and other 511 465 1,469 7 1,415
Depreciation and amortization 269 260 779 750
Prnpeﬁy énd other taxes &7 59 204 263
Impairment charges _— — — o 3

Total aperating expenses 1,335 1,308 4,005 4,116
Operating Income ) ‘ 666 630 1,664 '_ 57T
Other Income and Expenses, net 42 44 125 137
Interest Expense ' 105 104" 3 C a7
Income Before Income Taxes 603 570 1,476 1,407
Income Tax Expense . ‘220 193 538 s .5
Net Income $ s 3 377 940 % 933
Other Comprehensive income, net of tax _ o ' ' _
Reclassification into earnings irom cash flow hedges 1 — 1 2
Unrealized gains on availabla-for-sale securities 1 —— 1 —_—
Other Comprehensive Income, net of tax 2 — 2 2
Comprehensive Income s s 3 arr 942 § 935

See Notes to Condensed Consolidated Financial Statemants
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DUKE ENERGY CAROLINAS, LLC
Condensed Consolidated Balance Sheets
{Unaudited)
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{in milllons) September 30, 2015 December 31, 2014
ASSETS )
Current Assets
Cash and cash.equivalents s ‘ 198 § 13
Receivablas (ne{ of allowancs for doubtful accounts of $3 at September 30, 2015 and ' '
December 31, 2014) 110 129
Restricted recelvables of variable interest entities (nét of allowance for doubtful accounts of 36 at September- 30, ’ ' . o
2015 and December 31, 2014) _ . 67 .. 647
Recelvables from affiiated companies 75 75
Notes receivable from affillated cpmpanles. h 699" ._ . . 150
Inventory . 1,167 o 1124
Reguiatory assets 2. N ' 389
Other 164 77
Total current assets 3,422 2,614
Investments and Other Assets
Nuclear decommissloning .trust fuﬁds' . 2,953 . ) . . 3.,042
Other 1,018 059
Total investments. and other assets 3971. ] ] 4,001
Property, Plant and Equipment
‘Cost * ' 38,653 _ 37,372,
Accumulated depreciation and amoriization {13,445} {12,700}
Net property, plant and equipment 25,208 24,672
Regulatory Assets and Deferred Debits o
Regulatory assets 2,141 ) ] '2,:46_5
Other 43 42
Tota! regulatory assets and deferred debits - 2,784 2,507
Total Assets $ 35385 5 33,794
LIABILITIES AND MEMBER'S EQUITY
Current Liabilities ‘ . o _
Accounts payable _ ‘ $ o ‘ 623 5 709
Accounts payable to affiiated companies 143 154
Taxes accrued 335 _ . - 148.
Interest acerued 146 95
Current maturtles of long-term debt 506 - s
Regulatory liabilities 6 _ 34
Other 415 ' 434
Total current llabiities 2,204 2,079
Long-Term Debt. 8,078 ' T.584
Long-Term Debt Payable to Affiliated Companies 300 300
Deferred Credits and Other Liabilities: ) )
Deferred Income taxes 6,067 5812
Investment {ax credits- ) 200 '_ ' ) 204
Accrued pension and other post-retirement benefit costs 107 111
Asset retirement obligations 3,509 3.423
Regulatory fabilitles 2,747 2,710
Other 618 ' B4z
Total deferred credits and other liabilitles 13,338 12,907
Commitments and Contingencies
Member'e Equity
Mamber's equity 11,476 N 10,937
Accumulated other comprehensive loss {11) (13)
Total member's equity 11,465 10,924
Total Liabilities and Member's Equity $ 35385 % 33,794
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DUKE ENERGY CAROLINAS, LLC

Condensed Consclidated Statements of Cash Flows

KyPSC Case No. 2017-00321
FR 16(7}(p) Attachment - 10Q 9/30/2015
Page 16 of 169

{Unaudited)
Nine Months Ended
September 30,
{In millions) 2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Net income ‘ ) ] $ 940 & 933
Adjustments to reconcile net income to net cash provided by operating aciivities:
Depreéia{ion and amortization {inciuding amorﬁzation 6{ nuclear fuel) 1,016 - 952
Equity compoenent of AFUDC (73} (68)
Impairment charges ' — 3
Deafarred income taxes 183 47
Accrued pension andother post-retitement benefit casts - 11 16
Contributions to qualified pension plans (42} —
_Paymeﬁts for asset rei?remen_t _obliga_tions (104) _
(Increase) decrease in
_Reaeiables . e @ 5
Receivables frem affiiated companies — (42)
~inventary ) . ] (4#)__. h 91
Other current assets 42 (130)
Increase (decrease} in ) o o
Accounts payable {141) (167)
Accounts payable 1o-=-af1'|1ia'ted co_mpanieS ' () s
Taxes accrued 182 173
~ Other burrentllabilitles 43 7
Other assets 97 23
Other liabilities (61) 21 -
Net cash provided by operating activitias 2,01 1,879
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {1,372) (1,289)
Purchasés of a\;'ailable-fur.-sa-le securites: o o {1,926). (1,533)
Praceeds from sales and maturities of available-for-sale securities 1,926 1,516
Notes'receivéble from affiiated campanies ‘ ‘(.';49) (117y
Othar {13) (27)
MNet cash used in investing activiiias {1,934) (1,450)°
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the isswvance of long-ierm debt 496 - —
Payments for the redemption of long-term debt {3) (42)
Distributions 1o parent (401) - (376):
Other (4 -_—
Net cash provided by {used in) financing activities a8 (418)
Net increase in cash and cash equivalenis 185 11
Cash and cash equivalents at beginning of peﬁod 13 23
Cash and cash equivalents at end of perod H 198 § 34
Supplemental Disclosures:
Significant non-cash transacticns:
Accrued capital expendiures . 1 - . .229 $ . 177.

Se:e Nates to Condensed Consolidated Financlal Statements
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PART I

DUKE ENERGY CAROLINAS, LLC

KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
Page 17 of 169

Condensed Consclidated Statements of Changes in Member's Equity

{Unaudited}

Accumulated Other

Comprehensive Loss

Net Losses on Net Losses on
Member's Cash Flow Available-for-
(in milllons) Equity Hedges Sale Securities Total
Balance at Dacember 31, 2013 3 . 10,365 % {14) - M § 10,350
Net incorne 933 — . — 933
Other comprehensive income — ' 2 & - o 2
Distributions to parent (376) — — {376)
. 3 {12) :
Balance at September 30, 2014 3 10,922 3 M s 10,809
Balance at December 31, 2014 3 10937 % (12} 3 1) 8 10,924
Net income 940 — — 940
Other éomprehansivé income _ ) 1 ) . 1 2
Distributions o parent {401) — — (401)
Batance at September 30, 2015 $ 11476 ~ § i (11 ' s — % 11,465

See Notes to Condensed Consolidated Financial Statements
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KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
PART | Page 18 of 169

PROGRESS ENERGY, INC.
Condensed Consclidated Statements of Operations and Comprehensive Income
{Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
{in millions} 2015 2014 2015 2014
Operating Revenues ] - 5 2929 § 2863 % 7941 5 7,825 -
Operating Expenses 7 7 )
Fuel used in electric generation and purchased power ) 1,238 ) . 1,214 . 32 - . ‘ 3,234 '
Operation, maintenance and other _ 539 564 _ 1,672 1,714
Depreciation and amorization o ) L ) 261 ' _294 _ 831 _ o 851 '
Property and other taxes 132 127 367 415
Impairment charges ' ' ) 7 ) 1 T (16)-
Tetal eperating expenses 2,177 2,200 6,150 6,188
Galns on Seles of Other Assets and Other, net: ' : ' : 4 2 18 3
Operating Income 756 665 1,809 1,630
rotharlncoma'and Expanses.,.n.et . N .. L R A g | . 2% . o .. e | SR
Interest Expense 170 166 504 502
Incoma From Continuing Operations Before Income Taxes ) 603 . 525 ) ) - 1,368 i 1182 -
Income Tax Expense From Continuing Operations 151 195 435 441
Income From Continuing Opsrations ' S R ' o 482 o 330 ' s . 741
Loss From Discontinued Operations, net of tax n - (2) {6)
Net Income - : _ 451 330 e 735
Less: Net Incoma Attributable to Noncontrolling Interests 3 1 8 2
Net Income Attributable to Parant. ) 5 448 3 329 % 923. % 733
Net Income $ 451§ 330 $ 931§ 735
Other Comprehensive Income, net of tax
Pension and OPEB adjustments . ) C K R 2
Reclassification into earnings from cash flow hedges 3 1 2 5
Unrealized gains (Ioéses) on available-for-sale securities. ' _ —_ 1 ' [&)] M ‘
Other Comprehensive Income, net of tax — 3 —_ 8
Comprehensive. Incoma . - 451 333 . 931 i 743
Less: Comprehensive Income Attributabla to Noncontrolling Interests 3 1 8 2
Comprehensive Incoma Attributable to Parent L ©o448  § 332 5 923 3 741

See Netes to Condensed Consolidated Financial Statements
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PART |

PRGGRESS ENERGY, INC.
Condensed Consolidated Balance Sheets
{Unauditad)

KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
Page 19 of 169

{in millions) September 30, 2015 December 31, 2014
ASSETS '
Current Assets _
Cash.and cash equivafents _ _ ) _ _ _ _ o 158 12
Receivables (net of allowance for doubiful accounts of $6 at September 30, 2015 and $8 at December 31, 2014) 172 129
Restricted receivables of variable interest entities (net of allowance for doubtlul accounts of $4.at September 30, '
2015 and %8 at December 31, 2014) . 863 741
Receivables from affiliated companies 121 59
Notes recetvabte from affilated companies 251 220
inventory 1,604 1,590
Regulatory assets 442 4581 -
Cther 633 1,285
Total current assets 4,244 4,557
Investments and Other Assets
Nuciear decommissioning trust funds 2,612 2,503
Goodwill 3,655 3,655
Other 850 670
Total investments and other assets 7117 6,828
'Proparty, Plant and Equipment ) )
Cost _ - _ 41,040 38,650
Accumulated depreciation and amertization {14,862) (13,508)
Generation facilties to be retired, net 460 —
Net property, plant and equipmént 27,538 25,144
Regulatory Assets and Defarred Debits
Regulatory asséts . . ) 5,535. . .5.405- .
QOther 92 91
Total reguiatory assats and deferred debits " 5627 5,499
Total Assets 44,526 42,028
LIABILITIES AND EQUITY ~
Current Liabllities
Accounts payable ] &97 a4r
Accounts payable to affilialed companies 238 203
Notes payablé to affifated companies 434 835
Taxes accrieed 192 114
Interest accrued 198 184
Current maturities of long-term debt 1,265 1,507
Regulatory llabilties 193 106
Other 954 1,021
Total current labilties 4171 4,817
Long-Term Debt 14,131 13,247
Deferred Credits and Other Liabilities
Deferced income taxes 5,001 4,755
Accrued peﬁs lon and 6thér post-retirement bene.ﬁt costs 54-5- i 533
Asset retirement obligations 5222 4,711
Regulatory liabilties - 2,382 2,379
Qther 345 406
Total deferred credits and olher liabilties 13,495 12,788 -
Commitments and Contingercies
Equity
g@ﬂmn stock, $0.01 par value, 100 shares autherized and outstanding at September 30, 2015 and December 31, _ _
Additlonat paid-in capital - 8,092 7,467
Retained earnings 4,703 3,782
Accumulated other c'omprehensive loss - {41) ' (41)-




KyPSC Case No. 2017-00321

. FR 1 =
Total Progress Energy Inc. stockholder's equ_‘rty _ o _ _ _ _ _ 12,754 ) page 20 of IgF08
Nonrcontroliing interests. ‘ . - (25} (32).
Total equity 12,729 11,176
Total Liabilities and Equity . ) ' $ 44,526- $ 42,028

See Notes to Condensed Consolidated Financial Statements
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PART |

PROGRESS ENERGY, INC.
Condensed Consclidated Statements of Cash Flows
(Unaudited)

KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015

Page 21 of 169

Nine Months Ended

September 30,
(in millions) 2015 2014
CASH FLOWS FROM CPERATING ACTIVITIES
Netboom il o : i | | s | . | . e .$ = S
Adjustments to reconcile net income to net cash provided by operating activities: o _ _ _
Depreciation, amortization and accretion (including amortization of nuclear fuely - 962 ' ‘985
Equity component of AFUDC (40} (18)
(Gains} losses on salas of other assets (24} 1
Impairment charges 7 {18}
Deferred income taxes o 512 23
Accrued pension and other post-retirement benefit costs {4} 20
Contributions to qualified pension plans. - (42) —
Payments for asset refirement obligations (90} (52)
(.l'n.cre.ase) decre.a_é.e in- _' o ) ' o . . ._ )
Net realized and unrealized mark-te-market and hedging transactions 6 28
Recaivables o ‘ ‘ (103} - (162).
Receivables from affiiated companias {62) (32)
Inventory 44 ' ('45)';
Other current assets 298 (147
Increase (decfease}in o . .
Accounts payable {157) (73)
 Accounts payable to-afiliated companios 35 ‘42
Taxes accrued 75 1686
Other current liabilties 115 (96):
Other assets {116) (126)
Other fabllilles {87) 43
Net cash provided by operating activities 2,260 1,584
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {1,816) (1,383)
Acquisitions _. . {1,249) o
Furchases of available-for-sale securiles {829) (608)
Proceeds from sales and maturities of avéilabla-for—sale securities 895 584 -
Proceeds from the sale of nuclear fuel 81 —
Notes receivable from affiiated curﬁpanies ) . (31) ‘ (89
Other (44) (37)
Net cash used in investing activilies {2,993) {1,524)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 1,195 ' 875
Payments for the redemption of long-term debt (555) {479)
Notes payable 1o affiiated companies {401) (391):
Distributions to noncontrolling interests (4) (37)-
Capﬁﬂl cantribution frem parent 625‘. . —
Other {11) (39)
Net cash provided by (used in) financing activities 849 {T1)
Net increase (decrease) in ¢cash and cash equivalents 116 (11)
Cash and cash equivalents at beginning of period 42 58
Cash and cash equivalents at end of period $ 158 % 47
Supplemental Disclosures:
Significant non-cash transactions:
Accrued cah'rtaI expanditures $ . ] 216§ 159 :

See Notes to Condensed Consolidated Financial Statements
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PART |

PROGRESS ENERGY, INC.

Condensed Consolidated Statements of Changes in Equity

KyPSC Case No. 2017-00321
FR 16(7){p) Attachment - 10Q 9/30/2015
Page 22 of 169

{Unaudited)
Accumulated Other Comprehensive Loss
Net  Net Unrealized
Losses
Additional on Gains en Pensien and Commoen
Cash

Common Pajd-in  Retalned Flow Available-for- OPEB  Stockholder's Noncontrolling Total
{in milllona} Stock Capltal Earnings Hedges Securlsual:: Adjustments Equity Interests Equity
Balance at December 31, 2013 $ — 7467 % 34520 § (4% % : — % (18) % 10,860 $ 4" $10,864
Net ncome — — 733 — - — 733 2 735
Other c-omprehens'rve incoma _— —_ —_ o 5 1 . 2 8 - B
Distributions to noncontrolling ' ' o S ' ' S
interests — — — —_ - —_ — (37} (37)
Transfer of service 6on'ip'any'net; ' ' i
assets to Duke Energy — — (538) - — —_ . {538} — . (538):
Balance at September 30,2014 3 — 7467 § 3647 § (38 § 1 % (14) § 11,063 % (31} $11,032
Balance at December 31, 2014 $ - 7467 $ 3,782 (35) % 1 8 M 3 11,208 % (32) $11,176
Net income: 7 - —_ 923 - = 923 . 8 93
QOther comprahensive income (loss) _ —_ —_ 2 n {1 — — —_
Distributions: to noncontreliing - ' . ‘ :
interests : — - - - — _ - - 4 {4)
Capital contribution from parent _— 625 — —_— - — 625 — 625
Other- - - (@ - _ — 2 T
Balance at September 30, 2015  $ — 8,092 % 4703 % (33 % — % {8 § 12,754 § (25) $12,729

Ses Notes to Condensed Consolidated Financial Statements
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KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
PART Page 23 of 169

DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)
Condensed Consolidated Statements of Qperations and Comprehensive Income

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,

{in millions} 2015 2014 2015 2014
Operating Revenues . ] ] $ 1,488 & 1,367 % 4130 § 3,980 :
Operating Expenses
Fuelused in electric genefation and purchased power . 7 . 584 552 1,608 7 T,STQ
Operation, maintenance and other 329 ' 6 1,066 1,074
Depraclation ang amortization ‘ ) ) ' o 147 ' ) 155 - 462 L a4
Property and othe.r taxes : 35 29 102 150
Impairment charges ' —_— — —_— (18):

Total operating expenses 1,095 1,082 3,238 3,226
Galns on Sales of Other Assets and Other, net : ' ] ' 1 — 2 1
Operating Income 394 285 894 755
Other Income and Exbens;s-,.n.ét | Ce - P L | .. 14 ” . N _fB . .. o | o SR
Interest Expense 59 57 175 172
Income Before Income Taxes = ) ‘ . ) 349 : ' 246 ) 768 o ) 817
Ineome Tax Expense 120 ] T 226
Net Income and Comprehensive Income $ 229§ ' 157 % 437 5 391

Ses Notos fo Condensed Consolidated Financial Staterents
19
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KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
Page 24 of 169

DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)
Condensed Consolidated Balance Sheots

{Unaudited}
{in milllons) September 30, 2015 December 31, 2014
ASSETS
Current Assets
Cash anr.‘uz-cas.h edui\;ra'leﬁts i ) - $ 123 g
Recelvables (net of allowance for doubtful accounts of $4 at September 30, 2015 and 7 at December 31, 2014) 63 43
Restricted receivables: of variable interest entities (net of allowance for doubtfut accounts of $6 at September 30,
2015 and $5 at December 31, 2014) 468 436
Receivabhles from affiiated companies § 10
Notes‘rece:ivabié from affiiated companies 307 . 237
Inventory 986 956
Regulatory assets’ 333 267
Other 53 384
Total.current assets 2,339 2,372 -
Investments and Other Assets
MNuclear decommiﬁsioning trust funds . ) 1_,943 ) 1,701
Gther 484 412
Total Investments and other assets. . 2,427 2,113
Property, Plant and Equipment
Cost ' S 26,919 24,207
Agcumulated depreciation and amoriization {10,207) (9.,021)
Genératloﬁ :.'acilitle.s to be retired, net 460 —
Net property, plant and equipment 17,172 15,186
Requlatory Assets and Defarred Dablts
Regulatory assets 2,816 2,675
Other o 40 N
Total regulatory assets and deferred debits 2,856 2,709
Total Assets ' $ 24,794 22,380
LIABILITIES AND MEMBER'S/COMMON STCCHHOLDER'S EQUITY
Current Liabilities. . L _ _ .
Accounts payable $ a1 481
Accounts payable (o affiiated companies. . ‘ s 141 . 120
Taxes accrued 83 47
Interest accrued “85 . 31:
Current maturities of long-term debt 402 945
Regulatory liablitles - . 80 7
Other 375 409
" Total current fabililes 1,548 - 2,154
Long-Term Debt 6,449 5,256
Deferred Credits and Other Liabllities
Deferred income taxes _ 3,007 2,908
Accrued penslon and other post-retirement benefit costs 77 230
Asset retirement obligations 4,489 3,905
Regulatory flabilties 1,825 1832
Other 120 168
. Total deferred credits and other liabilities 9,808 9,103
Commitments and Contingencies
Member's/Commaon Stockhalder's Equity )
Member's Equity 6,989 -
Common stock, no par valug, 200 million shares authorized; 160 miion shares outstanding at December 31, 2014 - 2,159
Retained earnings - 3,708
Total member's/common stockholder's equity 6,989 5,867
Total Liabilities and Member's/Common Stockholder's Equity 5 24,794 22,380

Ses Notes to Condensed Consolidated Financial Statements
20
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DUKE ENERGY PROGRESS, LLC {formerly DUKE ENERGY PROGRESS, INC.)

Condensed Consolidated Statements of Cash Flows
{Unaudited)

KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q $/30/2015

Page 26 of 169

HNine Months Ended

September 30,
{in millions) 2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Net income o . . o s . o ‘491 ' 3
Adjustments to reconcile net income to net cash provided by operating activities:
Depraciation, amontization.and accretion (including amortizatior of nuclear fuely: 587 570 .
Equity component of AFUDC (35) (17
Gains on sales of qthér assgts {5} (‘1).
Impairment charges — (18}
Deferred income taxeé o o 308 152
Accrued pension and other post-retirement benefit costs (t1) (5)
Contfibutlons to qualified pension plans - ' {21). o —
Payments for asset retirement obligations (53) —
Net realized and unrealized mark-to-market and hedging transactions {3) 9
Recelv.aﬁles . o ) _. '_ o . R ‘ - {51) . 33
Receivables from affliated companies 4 (")
) lnv'eﬁtpn;" . ) . 37 (53)
Other current assets 187 (97)
) Inﬁreaée (decredse}in - ) ..
Accounts payable (69) (67)
Accou nis payable to afﬁ_liéted tompanies 21 1Uﬁ
Taxes accrued ] 34 95
Other current liabilities 22 (486)
Other assels {41) (28)
Other liabilities ] {64) (23)
Net cash provided by operating activities 1,344 990
CASH FLOWS FROM INVESTING. ACTIVITIES
Capital expenditures {1,120} (871}
Acquisiions o {1,249) —
Purchases of available-for-sale securitles {511) (3rn
Proceeds from sales and maturities. of avéirable-far-sale securities . 488 ast
Ngctes receivable from affiiated companies {70} —
Other : ' {35) (25)°
et cash used in investing activitias {2,497} {916)
CASH FLOWS FROM FINANCING ACTIVITIES .
Proceeds from the issuance of long-tarm debt 1,195 650
Payments for the redemption of long-term debt {544) (169}
Notes payable to affilated companies e (340)
-Capital contribution from parent 625 —_
Dividends to parent — (224)
Other ' () )
et cash provided by {used in) financing activities 1,267 (89)
Met.increase (decrease} in cash and cash equivalents 14 {15)
Cash and cash equivalents at beginning of period [} 21
Cash-and cash aquivalents at end of period .S ' 123 3]
Supplemental Disclosures:
Significant non-cash transactions: .
Accrued capital expenditures 5 136 107

See Notes to Condensed Consolidated Financial Statements
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FR 16(7)(p) Attachment - 10Q 9/30/2015
PART | Page 27 of 169

DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)
Condensed Consolldated Statements of Changes in Member's/Commeon Stockholder's Equity

{(Unaudited)

Common Retained Member's Tatal
{in millions} Stock Earnings Equity Equity
Balance at December 31, 2013 -8 2159 § ., 3486 § -_— % . 5,625
Net incoma —_ 391 — I
Dividends to parent - ' S R ey e oy
Balance at September 30, 2014 3 2,158 & 3633 § — 3 5,792
Balance at December 31, 2014 $ 2,158 8 3,708 % — 3 5,867
Net income ) o ! ) — 355 142 497"
Transter to Member's Equity (2,159) (4,063) 6,222 —
Contribution from pﬂrentj ] T ' o 4 - o - 625 - . 625
Balance at September 30, 2015 $ — § — % 6933 § 5,989

Sea Notes to Condensed Consalidated Financial Statements
22
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FR 16(7)(p) Attachment - 10Q 9/30/2015
PART 1 Page 28 of 169

DUKE ENERGY FLORIDA, LLC {formerly DUKE ENERGY FLORIDA, INC.)
Gondensad Consolidated Statements of Operations and Comprehensive Income

{Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,

{in millions) 2015 2014 2015 2014
Operating Revenues 5. - 1436 5 1,491 - § 3,803 § 3,832
Operating Expenses
Fuel used in-electric generaﬁon and. burchased power . o . o ‘ 654' 662 . {,665 ' 1,655
Operation, maintenance and other . o . ' 208 21~2 598. ‘ 626
Depreciation and amortization . ' . o 143 . 138 h 369 ' '410 :
Property and cther taxes l ‘ - ‘ 97 7 90 & 265 266
lmpalrmentchargés ] ' : N 4 o " . 7 g

Total operating expenses 1,079 1,113 2,904 2,959
Operating Income; ) ) o o - T A : 378 : 899 g 873 .
Other Income and Expenses, net 2 o 6 . 12 - ﬁ'
Interost Expense T s . 5. _ 149 150
In¢come Before Income Taxes 309 333 762 740
income Tax.Expense‘ ‘ ' ' ' . S ) . 93 o . 128 . - “268 a . - .285'”
Net Income $ 216  § 205 0§ 494 3 455
Other Comprehensive Incoms, net of tax-. o
Reclassification into earnings from cash flow hedges ' ' ‘ a— . - o - . N 1
Comprehensive Income $ ' 216 8 205 & 494 & 456

See Motes to Condensed Consolidated Financial Statements
23
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DUKE ENERGY FLORIDA, LLC (formerly DUKE ENERGY FLORIDA, INC.)

Condensed Consolidated Balance Sheets

{(Unaudited)

KyPSC Case No, 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015

Page 29 of 169

{in millions)

Septemnber 30, 2015

Dacember 31, 2014

ASSETS

Current Assets

Cash and'cash equivalents ) ) ‘ $ 16 7 8
Recelvables (net of allowance for doubtful accounis of $2 at September 30, 2015 and
December 31, 2014} ‘ . _ _ 107 84
Restricted recelvables of variable interest entities (net of allowance for doubiful accounis of $3 at September 30,
2015 and December 31, 2014) ) ' ' 395 305
Receivables from affiiated comparies a8 40
Inventory 618, 623
Regulatory assets 108 203
Other 179 521
Total current assets 1,521 1,784
Investments.and Other Assets
MNuclear decommissioning trust funds 669 803
Ofher ' ' 208 204
Total investments and ¢ther assets 977 1,007
Property, Plant and Equipment o
Cost 15,011 14,433
Accumulated depreciation and amoriization {4,648) (4,478):
Net property, plant and equipment 10,363 9,955
Regulatary Assets and Deferred Debits )
Regulatory assets 2,719 2,733
Other 36 EE
Total regulatory assets and deferred debits 2,755 2,772
Total Assets o $ 15,616 15,518
LIABILITIES AND MEMBER'S/COMMON STOCKHOLDER'S EQUITY
Current Liabllitles ) : o 5 L .
Accounis payable $ 36 365
‘Accounts payable to affiiated companies ‘ 8o ) 70
'Notes payable to affiliated companies 245 . 84
Taxes accrued 108 65
Interest accrued _ 62 47
Current maturities of long-term debt 563 562
Regulatory liabilties 113 a5
Other 553 536 .
Total current liabilties 2,040 1,844
Long-Term Debt 4,287 4,298
Deferred Credits and Other Liabillties
Deferred income taxes ) 2,579 2,452 ¢
Accrued pension and ather post-retirement benefit costs 249 221
Asset refirement obligations ' ' 7i2 - 806 .
Regulatory llabilities 556 547
Other ' 157 158
Total deferred credits and other liabilities 4,273 4,184
Commitments and Contingencies
Member's/Common Stockholder’s Equity
Member's equity 54016 —_
Common stock, no par; B0 milion shares auihoriied;' 100 shares outstanding at o
December 31, 2014 — 1,762
Retained earnings — 3460
Total member's/common stockhalder's equity 5,016 5,222
Total Liabilities and Member's/Common Stockholder’s Equity 5 15,616 15,518 ¢

Ses Notes to Cendensed Consolidated Financial Statemenis
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PART !

DUKE ENERGY FLORIDA, LLC (formerly DUKE ENERGY FLORIDA, ING.)
Condensed Consolidated Statements of Cash Flows
{Unaudited)

KyPSC Case No. 2017-00321
FR 16(7}(p) Attachment - 10Q 9/30/2015
Page 31 of 169

Nine Months Ended

September 30,
{in millions} 2018 2014
CASH FLOWS FROM OPERATING ACTIVITIES . . ‘
Netincome. - ' _ . s ‘ 494 8 455
Adjustments to reconcile net incame to net cash provided by operating activities:
' Depfeclatinn, amortization and accretion 73 413
Equity component of AFUDC {4) (1}
~ Impairment charges * T . ) 2
Deferred income taxes _ k7L 194
" Accrued 'pension'ar'ld other post-retiremant beneft costs 4 ) ' ' 22
Cantributions te qualified pension plans (21) —
Payments for asset retirement abligations ' 3N . ) '(52) :
{Increase) decreass in
" Net realized:and unrealiz_ed ma.rk-.to-ma_r_k.at and r.ledg.h.-l&g. transactions 3 o 13
Receivables {52) (118
" Recelvables from affilated companles @
Inventory . T
) Other current assets: T8 o © (90}
increase (decrease) In
Accounts p_aya'bre-. (Bﬁ)‘ . 32
. Accounts payable to affiiated companies 10 29
Taxes acerued o o 43 ._ ; a8
Other current liabiities 7. {50)
Other assals {73 ) (92):
Other liabilties {29) {1
Net cash provided by operating aclivitias 1,095 © 794
CASH FLOWS FROM INVESTING ACTIVITIES
‘Capital axpenditures {636) (513):
Purchases of available-for-sale securities (318) (238)
Proceeds from sales and maturities of avaiable-for-sale securities. 408 - ' 243 :
Proceeds from the sale of nuclear fuel a1 —
Notes receival_:le from affiiated companies — ] (182):
Other (12) (14)
Net cash used in investing activities ] (537)° . (704)°
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt . - ) 225
Payments for the redemption of long-term d_ebt _ (11 (10
Notes payable to affiliated companies- 161 o {1 §1) :
Dividends to parent {350) {124)
Distribution to parent @5y -
Other -_— ()]
Met cash used In financing. activities {550) (91
Met increasa (decrease) in cash and cash equivalents 8 (W]
Cash and cash equivaleﬁts at Baglnnlng of perlod 8 16
Cash and cash squivalents at end of period % 16 5§ 15
Supplemental Disclosures::
Significant non-cash tr_ansactions: _ _ _
Accrued capital expenditures - 140 % ) 52

See Notes to Condensed Consolidated Financial Statements
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DUKE ENERGY FLORIDA, LLC (formerly DUKE ENERGY FLORIDA, INC.}
Condensed Consolidated Statements of Changes in Member's/Common Stockholder's Equity

KyPSC Case No. 2017-00321

FR 16(7)(p) Attachment - 10Q 9/30/2015
Page 32 of 169

{Unaudited}
Accumulated
Other
Comprahensive
Loss
Net Loss on
Common Retained Member's Cash Flow
(tn millions) Stock Eamings Equity Hedges Total
Balance at December 31, 2013 5 1,762 § 303 § = (1) . 4797
Net incorme - 455 — — 455
Other comprehensive Encbnie — . — . —_ 1 1
Dividends to parent — (124) - — (124)
Balance at September 30, 2014 § . 1762 $ 3367 § - — 5129
Balance at December-31, 2014 | 3 1,7.62 5 3,460 3 — — 5,222
Nat income — 3w 143 — 494
Diviﬁends to parentj' . — .(.350§ — — . {350)
Distribution to parent — — {350} —_ {350}
Transfer.to. .Member's Equrty . (1,7.62) ' (3,461) K . 5223 . - —
Balance at September 30, 2015 $ — & — § 5,016 —_ 5,016

See Notes to Condensed Consolidated Financial Staterments
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KyPSC Case No, 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
PART | Page 33 0f 169

DUKE ENERGY QHIQ, INC.
Condensed Consclidated Statements of Operations and Comprehensive Income

{Unaudited)
Three Manths Ended Nine Months Ended
September 30, September 20,

{in millions) 2015 2014 2015 2014
Operating Revenues ) S o . ] ) .
Regulated electric _ ‘ _ o N _ 8 3T § 2 0% 1005 § 998
Nonregulated electtic and other 6 ‘ . 8 ' ] 28 17 )
Regulated natural gas 89 a8 419 418

Total operating revenues ) . 462. 448 . 1,453 ' 1,433 -
Operating Expenses
Fuel used in electric geﬁeratidn and purchaséd powef'—regufatéd o .- 128 e . 30 T a0
Fuel used in electric géneratlon and 'pl..lrchésed power — nonregﬁlated . 10 . 5 . 36 . 24
Qperation, maintenance and other _ o . _ ‘ ‘ 124 134 a7 378
Depreciation andlamorﬁzratbn ] ) o _ _ 7 5T - .‘ 5 a2 187
Property and other laxes o S S s 58 187 170
Impairment charges ' : o — . - 94 :

Total oparating expenses 386 388 1,231 1,322
Gatns on Sales of Other Assets and Other, net . — — - 8 —
Qperating Income 76 58 230 111
Other Income and Eﬁtpansa_s, net - '_ o . o o h — . o .3. . 1 2 : g9
Interest Expense 20 20 58 ‘ 60
Income From Continuing Operations Before [ncome.Taxes ) 56 o 41 ‘ 170" . 60 -
[ncome Tax Expense From Continuing Operations 22 15 64 21 .
Income From Caontinuing Operations. B ' L ' M L 26 106 ag -
{Loss} Income From Discontinued Operations, net of tax {2) 413 23 o (597)
Net tncome {Loss) and Comprahen.".ive Income (Loss) ] $ 2 5 438§ 128 § (558)

See Notes to Condensed Consclidated Financial Statements
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DUKE ENERGY OHIC, INC,
Condensed Consolidated Balance Shoets
{Unaudited)}
{In miillons) September 30, 2015 December 31, 2014
ASSETS”
Current Assets
Cash and cash eduivalems 5 : 24 3 . 20
Receivables (net of alowance far doubiful accounts of $3 at September 30, 2015 and $2 at December 31, 2014) ' R YR g
Receivables from affiliated companies . ' ) .51' LA
Notes receivable from affillated companies — 145
Inventory ’ 103 _ B .97
Assets held for sale - 316
Regulatory assets ) 22 : ) 49
Other 167 167
Total current assets 468 - 994
Investments and Other Assets
Assats held for sale — 2,605
Other 17 S
Total investments and other assets 937 3,548
Property, Plant and Equipment . _ _ S ' :
Cost 7,649 7,141
Accumulated depreciatidn and amorﬁzaﬁdn (2,474) (2,213)
Generation faclities to be retired, net — o . 9
Net property, plant and equipmant 5175 4,937
Regulatory Assets and Defarred Debits
Regulatory assets' ' ' as 512
Other 8 o 8
Total regulatory assets and deferred debits 503 ' - 520 .
Total Assets $ 7,083 % 9,999
LIABILITIES AND COMMON STCCKHOLDER'S EQUIT‘(' .
Current Liabilities
Accounts payablé ) i ) ‘ $ - . h S99 % o ) :._ 208
Accounts payable to affillated companiss 42 T4
Notes payable to affiiated companies 124 E " 491 :
Taxes accrued ‘ 11 163
Interest aécrued ) 28 . ] 19 -
Current maturities of long-term debt 56 157
Liabifties associated with assets held for‘sa!e —_ o TR
Regulatory liabilities 25 10
Other - 451 6
Total current liabilities 786 1,435
Long-Term Debt 1,524 1,584°
Long-Term Debt Payable to Affiliated Companies 25 25
Deférrad Credits and Qther Liabilities . :
Defetred income taxes ) 1,395 . 1.,7.65
Accrued pension and other post-retirament benefit costs 52 48 :
Liébir'rkies associated with assets held for sale —_ 34
Assat retirement obligations 143 . ’ ] . Zf
Regulatory fabiitles 251 241
Other 185 . 186
Total deferrad credits and other liabilitias 2,006 2,281
Commitments and Contingencles
Commeon Stockholder's Equity
Common stock, $8.50 par value, 120,000,000 shares authorized; 89,663,086 shares culstanding at September
30, 2015 and December 31, 2014 . 762 ) 762"
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AFJditionaI paid-in capital 2,721 Page 35 of 16382 _

Accumulated delicit (741} (870}
Total common stockhclder's equity 2,742 4,674

Total Liabilitias and Common Stockholder's. Equity $ 7,083 § 9,99¢

See Notes to Condensed Consolidated Financlal Statements
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{Unaudited)
Nine Months Ended
September 20,
(in milllons) 2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES - )
Net income (loss) _ R $ . 129 3 (559)
Adjustments to reconcile net income (loss) to net cash provided by operating activiies: _ .
Depreciatlon,‘ amortization éﬁd accretion 175 ) 205
Equity compaonent of AFUDC {2) {3)
Gains on sales of other assets and.other, net {8) —
Impairment charges 40 889
Deferred Income taxes _ 127 {285)
Accrued pension and other post-retirement benefit costs 7 5}
Contributions to qualified pensicn plans. - . (4 . —
Payments for asse! retirement obligations (2) —
(En’créasej decreesein ) . ; ) . '
‘ Net realized and unrealized mark-to-market and hedging transactions {11) 124
 Focbivabios | .. SR e e . . .. = (66)
Recelvables from affilated companies 4 62
Inventory. 2 . . (16)
Other current assets 6 56
Increaée (decreass) In . ] : .
Accounts payable 7 (42}
‘_ Accounts: payable n_:i affilated companies: . (32) ‘ ' (6)-
Taxes accrued (58} 13
Other current liablities: 101 46
Other assets 28 {8)
Other liabilities (57 . ‘ (20
Nat cash provided by operating activities 502 357
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expendiures ‘ {266) (242)
Notes recefvable from affilated companies 145 e (178}
Other {9) —
_ Net cash used in investing activities. (130) (4203
CASH FLOWS FROM FINANCING ACTIVITIES
Payments for the redemption of long-term debt (153) . .(406)
Notes payable to affifiated companies {84) 520
Dividends 1o parent B ' (149) (100
Qther (2) 1
Net cash {used in) provided by financing aciivities {368) 15
Net increase (decrease) in cash and cash equivalents 4 (8)
Cash-and cash equivalents at beginning of period 20 36
Cash and cash equivalents at end of pariod H 24§ 28
Supplementat Disclosures:
Significant non-cash 1ransaction5:
Accrued capital expandtires.. ) $ 24 - § 21 i
Distributicn of membership interest of Duke Energy SAM, LLC to parent 1,912 —

See Notes to Condensed Consolidated Financial Statements
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DUKE ENERGY OHIO, INC.
Condensed Consclidated Statements of Changes in Commeon Stockholder's Equity

{Unaudited)
Additional
Commen Pald-in Accumulated

{in millfons) Stock Capital Deficit Total

Balance at December 31, 2013 ’ $ 762 % 4882 §% (375) % 5,269
Net loss — — (558) (558)
Dividends o parent - ooy . — (oo
Balance at September 30, 2014 3 782 $ 4,782 % 933y % 4,611

Balance at December 31, 2014 3 762 % 4,782 % 870} $ 4,674

Net income ' — — 129 128

Dividends to parent — - . (149). ) - . (143)
Distribution of membership interast of Duke Energy SAM, LLC to parent . (1912) - T (1912)
Balance at September 30, 2015 5 762 % 2,721 § (741} % 2,742

See Notes to Condensed Consolidated Financial Statements
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DUKE ENERGY INDIANA, INC,
Condensed Consolidated Statements of Operations and Comprehensive Income

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
{in millions) 2015 2014 2015 2014
Operating Revenues _ $ B 748, § 790§ 2,223 % 2,383
Operating Expenses
Fuel used in electric generation and purchased power 250 319 B : 779 ‘ . ) . 045 |
Gperation, maintenance and cther 164 ' 160 525 . 485
Depreciation and amorization [ R 104 320 S 309
Property and other taxes 22 25 41 69
Impairment_ch'arges . : ' ’ T —_— : ‘_ 85 ' —
Total operating expenses 631 608 1,750 1,808
Loss on Sale of Other Assets and Other, net - o {1} - —_— —_
Operating Income 117 182 ! 473 575
otherlncomaan.d'iiiﬁenses,nét - . ” ’ . - . ‘. S o .. . - | R ] 16}
Interest Expense a4 40 132 127
Incoma Befora ]ncoha Taxes ) : i ) ) I3 ) 147 ) 350 ) 464 :
Income Tax Expense 27 46 128 163
Net Incoma - - $ 8 5 0§ 22 % " a0t
Other Comprehensive Loss, net of tax . ‘ ‘
Reciassiﬁéafidn in.to.éa.rnings from cashﬂ.o;\;' hedges . o . o (.1.). B o - I .(2). o —
Comprehensive Income $ 45 § 101§ 220 % 3

See Notes to Condensed Consalidated Finangial Statements
31




PART |

DUKE ENERGY INDIANA, INC.

Condensed Consolidated Balance Sheets

{Unaudited)

KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015

Page 39 of 169

{in millions)

September 30, 2015

December 31, 2014

ASSETS
Current Assets

$ 62

Cash and cash equivalents - ) )
Receivables (net of allowance for doubtful accounts of $2 at September 30, 2015 and $1 at‘Decamber 31, 2014y 90 87
Receivables from affiiated companies T2 115 -
Notes receivable from affiiated companies 166 —
Inventory 564 537
Regulatory assets 97 83
Other 167 326 -
Total current assets 1,218 1,164
Investments and Other Assets 243 251
Property, Plant and Equipment
Cast: ‘ S 13,765 13,084 -
Accumulated depreciation and amoriization (4,425) (4.219)
Net property, plant end equipmient 9,340 8,815
Regulatory Assets and Deferred Debits
Regulatory assets ) . . ) 545 685.
Other 22 24
Tolal regulatory assets and deferred debits 667 709
Total Assots $ 11,468 10,939
LIABILITIES AND COMMON STOCKHOLDER'S EQUITY.
Current Liabllities ) o
Accounts payable o $ ' TY 179 .
Accounts payable {o affiiated companies 50 58
Notes payable to affilated companies - 7"
Taxes accrued 43 54
Interest accrued 53 ‘ 56 :
Current maturities of long-term debt 430 5
Ragulatory liabiities ' &7 54
Other B9 98
Total current llabilitles. © 831 b575
Long-Term Debt 3,160 3,636
Long-Term: Debt Payable tc Affillated Companies. 150 150 -
Deferred Credits and Other Liabilities
Deferred income taxes. 1,774 1,591 :
Investrment tax credis 138 139
Accrued pension and other post-retirement benefft costs 83 B2
Asset ratiramant obligations 449 32
Regulatory liabilities ' 758. 796
Other 107 90
Total deferred credits and ather liabiities 3,309 2,730 .
Commitments and Contingencies
Common Stockholder's Equity
Common stock, no par; $0.01 siated valus, 60'3,000-,'0E')0 shares author'z'ed; 53,91-3.701 shares outstanding at
September 30, 2015 and Cecember 31, 2014 1 1
Additional pakd-In captal ' 1,384 1,384
Retained earnings 2,532 2,460
Accumulated other comprehensive income 1 3
Total common stockholder's equity 3,918 3,848
Total Liabilities and Common Stockholder's Equity $ 11,468 10,939

Sea Notes to Condensed Consclidated Financial Statements
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DUKE ENERGY INDIANA, INC.
Condensed Consolidated Statements of Cash Flows
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Nine Months Ended

September 30,
{in millions) 2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Net income o ‘ o K3 22 5 301
Adjustments to reconcle net income to net cash provided by operating activitles:
Depreciation, amortization and accretlon 323 - 311.
Equity component of AFLIDC {9) (10}
Impairment charges: . 85 ) —
Deferred income taxes 276 136
Accrued _pensio.n and other post—ret.lrament benelfit costs 10 ' ' 12, '
Contributions to qualified pension plans (9) —_
. Payments for asset retirement obligations (12} ) -
(Increase) decrease in ‘
‘Receivables 4 _ (5) S (20):
Receivables from affliated companies 43 72
Invéntun.,r._ BT RS . en 7. oo ey
Other current assets &7 ‘40
lncfeasé (d_et‘:i'e.ase).iﬁ S .‘ - o
Accounts payahble 11 (44)
- Agccounts payable to .a:fﬁllated comhanies. {8y ' 4
Taxes accrued {11) (36)
Otﬁ_er_ current liabiities. 16 : 3
Other assets (50) (15)
Other liabilfles {wy 44
Net cash provided by cperating activities 921 768
CASH FLOWS FROM TNVESTING ACTIVITIES: .
Captal expenditures {506) (462)
Purchases. of avai!able-fur-sale securities. ‘ ' {5 ' 17
Proceeds from sales and maturities of available-for-sale securities 8 . 13 .
Proceeds frorn the sales of other assets: - ’ 14 ‘ —
Notes receivable from affitated companies (166} 96
Other 12 g
Met cash used in investing activities (642) (366)
CASH FLOWS FROM FINANCING ACTIVITIES®
Payments for the redemption of long-term debt {2) (2)
Notes payable to afﬁliated.companias. ' &/ 61 .
Dividends to parent {150) ' (451)
Other - ) - . 1y
Net cash used In financing activities {223) (393)
Net increase in cash and cash equivalents " 5B 9
Cash and cash equivalents at beginning of perdod 6 15
Cash and cash equivalents at end of period s 62 $ 24
Supplemental Disclosures:;
Significant non-cash transactions:”
Accrued capital expenditures s 46 $ 64

Seso Notes to Condensed Consolidated Financlal Statements
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{Unaudited}
Accumulated
Other
Comprehensive
Income
Net Gains on
Common Additional Retalned Cash Flow |

{in milllons) Stock Paid-in Capital Earnings Hadges Total
Balance at December 31, 2013 1 1,384 ' 2,551 3 3,939
Net income — — 301 —_ 301
Dividends to parent — — " 451 — (451)
Balance at Septernber 30, 2014 1 1,384 2,401 3 3,789
Balance at December 31, 2014 1 1,384 2,460 3 3,848
Net-income —_ — o222 —_ 222
Other comprehensive loss — — - {2) (2)
Dividends. fo parent ) — — (150} - {150)-
Balance at Septernber 30, 2015 1 1,384 2,532 1 3,918

See Notes to Condensed Consolidated Financial Statements
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Combined Notes to Condensed Consolidated Financial Statements
{Unaudited}

Index to Combined Notes to Condensed Consolidated Financial Statements

The unaudited notes to the condensed consolidated financial statements that follow are a combined presentation. The following list indicates the registrants to which the
footnotes apply.

Applicable Motes

Registrant 1 2 3 4 5 8 7 8 9 10 11 12 13 14 15 16 A7 18
Duke Energy Corporation - - ‘ e . . . . . . . . . . . . . N .
Duke Energy Carolinas, LLC . ot ‘. R t Lt ot Lo ‘ T
Progress Energy, Ine. , - . . . RS e . B . . .. L. « . .
Duke Energy Progress, LLG St T T ST - LT N :
Duke Energy Fiorida, LLC - . U - T
Duke Energy Ohla, Inc. S v . Lot §
Duke Energy Indiana, Inc. ‘ . . . . s <. .« . * . * -

1. ORGANIZATION AND BASIS OF PRESENTATION
NATURE OF OPERATIONS AND BASIS OF CONSOLIDATION

Duke Energy Corporation (collectively with its subsidiaries, Duke Energy) is an energy company headquartered in Charlotte, North 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 ils direct and indirect subsidiaries. Duke
Energy's subsidiaries include its subsidiary registrants, Duke Energy Carolinas, LLC {Duke Energy Carolinas); Progress Energy, Inc. {Progress Energy); Duke Energy
Progress, LLC (Duke Energy Progress, formerly Duke Energy Pregress, Inc.); Duke Energy Florida, LLC (Duke Energy Florida, formerly Duke Energy Florida, Inc.); Duke
Energy Ohio, Inc. {Duke Energy Ohio} and Duke Energy indiana, Inc. (Duke Energy Indiana}. When discussing Duke Energy's consolidated financial information, &t necessarily
includes the results of its six separate subsidiary registranis (collectively referred to as the Subsidiary Registrants), which, along with Duke Enaigy, are collectivaly referred to
as the Duke Energy Registrants (Duke Energy Registrants).

These Condensed Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of the Duke Energy Registrants and
subsidiaries where tha respective Duke Energy Registrants have control. These Condensed 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 eleciricity In portions of North Carolina and South
Carolina. Duke Energy Carolinas is subject to the regulatory provisions of the North Carelina Ullities Commission (NCUC), Public Service Commisslon of South Carolina
{PSCSC), U.S. Nuclear Regulatory Commission (NRC) and FERC. Substantially ail of Duke Energy Carolinas’ operations qualify for regulatory accounting.

Progress Energy is a public utllity holding company headquartered in Ralsigh, Norlh Carolina, subject to regulation by the FERC. Pregress Energy conducts operations through
its wholly owned subsidiaries, Duke Energy 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 Carolina and South
Carolina. Duke Energy Progress is subject to the regulatory provisions of the NCUG, PSCSC, NRC and FERC, Substantially all of Duke Energy Progress’ operations qualify for
regulatory accounting. ©n August 1, 2015, Duke Energy Progress, a North Carelina corporation, converted Inta a North Carolina limited fiabiity company.

Duke Energy Florida is a regulated public utility primarily engaged in the generation, iransmission, distribution and sale of electricity in portions of Florida. Duke Energy Florida Is
subject to the regulatory provisions of the Florida Public Service Commiasion (FPSC), NRC and FERC. Substantially all of Duke Energy Florida's operations qualify for
regulatory accounting. On August 1, 2015, Duke Energy Florida, a Florida corporation, converted into a Florida limited liability company,

Duke Enargy Ohle is a regulated public utiity primarily engaged in the transmission and distribution of electricity in portions of Ohio and Kentucky, in the generation and sale of
electricity In porfions of Kentucky, and the transportation and sale of natural gas in portions of Chio and Kentucky. Duke Energy Ohio conducts compelitive auctions for retail
electricity supply in Ohic whereby the full requirements service price is recovered from retail customers. Operations in Kentucky are conducted through its wholly owned
subsidiary, Duke Energy Kentucky, Inc. (Cuke Energy Kentucky}. References herein to Duke Energy Ohio collectively include Duke Energy Chic and its subsidiaries, unless
otherwise noted. Duke Energy Ohlo is subject to the regulatory provisions of the Public Utilties Commission of Ohio (PUCO), Kentucky Public Service Commission (KPSC) and
FERGC. On April 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 Inc. {Dynegy). See Note 2 (Midwest Generation Exit) for additional information, Substantially all of Duke Energy Chio's operations that remain after the sale qualify for
regulatory accounting.

Duke Energy Indiana is a regulated public utility primarily engaged in the generation, fransmission, distribution and sale of electricity in portiens of Indiana. Duke Energy Indiana
is subject 1o the regulatory provisions of the Indiana Utilty Regulatory Commission {IURC) and FERC. Substantially all of Cuke Energy Indiana's operations qualify for requlatory
aceounting.
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Combined Notes to Condensed Consolidated Financial Statements - (Continued}
(Unaudited)

BASIS OF PRESENTATION

Duke Energy completed the sale of Duke Energy Ohio's norregulated Midwest generation business and Duke Energy Retaii Sales LLC (Duke Energy Retail), a retail sales
business owned by Duke Energy, to Dynegy on April 2, 2015. The results of operations of these businesses prior to the date of sale have been classified as Discentinued
Operaticns on the Condensed Consclidated Statements of Operations for all periods presented. Duke Energy has elected to present cash flows of discentinued operations
combined with cash flows of continuing operations. Unless otherwise noted, the notes to these Condensed Consolidated Firancial Statements excluda amounts refated to
discontinued gperations, assets held for sale and fiabilties associated with assets held for sale. See Note 2 (Midwest Generation Exit} for additional information,

These Cendensed Censolidated Financial Statements have been prapared in accordance with generally accepted accounting principles (GAAP) in the U.S. for Interim financial
information and with the instructions to Form 10-Q and Reagulatlon S-X. Accordingly, these Condensed Consclidated Financial Statements do not include all information and
notes required by GAAR in the U.5. for annual {inancial statements. Since the interim Condensed Consolidated Financial Statements and Notes do not include all information and
notes required by GAAP in the U.S. for annual financial statements, the Condensed Consolidated Financial Statements and other infermation included in this quarterly report
should be read in conjunction with the Consolidated Financial Statements and Notes in the Duke Energy Registrants” combined Annual Report on Form 10-K for the year anded
December 31, 2014,

The information in these combined notes relates to each of the Duke Energy Registrants as noted in the Index to Combined Notes to Condensed Consolidated Financial
Statements. However, none of the registrants make any representations as to information refated solely to Duke Energy or the subsidiaries of Duke Energy other than itself.

These Condensed Consolidated Financial Statements, in the opinion of the respective companies’ management, reflect all normal regurring adjustments necessary to fairly
present the financial position and results of operations of each of the Duke Energy Registrants. Amounts reported in Duke Energy's interim Condensed Consclidated
Staternents of Operations and each of the Subsidiary Registrants' interim Condensed Consolidated Statements of Operations and Comprenansive Income are not necessarily
indicative of amounts expected for the respective annual pesiods due to effects of seasonal temperature variations on energy consumption, regulatory rulings, timing of
maintenance on electric generating units, changes in mark-to-market valuations, changing commodity prices and other factors,

In preparing financial statements that conform to GAAP, management must make estimales and assumptions that affect the reported amounts of assets and liabllities, the
reported amounts of revenues and expéanses, and the disclosure of contingent assets and liabilities at the data of the financial statements. Actual results could differ from those
estimates.

Certain prior year amounts have been reclassified to conform to the current year presentation.
UNBILLED REVENUE

Revenues on sales of electricity and natural gas are recognized when service is provided or the preduct is delivered. Unbilled revenues are recognized by applying customer
billing rates to the estimated volumes of energy delivered but not yet billed. Unbilled revenues can vary significantly from period to period as a result of seasonality, weather,
customer usage patterns, customer mix, average price in effect for customer classes and meter reading schedules,

Unbilled revenues are included within Receivables and Restricted receivables of variable Interest entities on the Condensed Consolidated Balance Sheets as shown in the
following table.

{in millians} September 30, 2015 December 31, 2014
Duke Energy ) ] : ) ) 3 . . T4 5 . : g7
Duke Energy Carolinas e S LA o 235
Progress Energy . . ] ) 220 217
Duke Energy Progress 123 135
Duke Energy Florida A S S _ e i
Duke Energy Ohio 6 —
Duké Energy Indlana- - , L - ' 25 . . s

Additionally, Cuke Energy Ohio and Duke Energy Indiana sell, on a revolving basis, nearly all of their retall accounts raceivable, including receivables for unbilled revenues, to
an affiliate, Cinergy Receivables Company, LLC (CRC), and account for the transfers of receivables as sales. Accordingly, the receivables sold are not reflected on the
Condensed Consolidated Balance Sheets of Duke Energy Ohio and Duke Energy Indiana, See Note 13 for further information, These receivables for unbilled revenues are
shown in the table below. ’

{in millions) September 30, 2015 December 31, 2014
Duke Energy Ohio L 5. 64 5 : 79
Duke Energy Indiana . 93 112

AMOUNTS ATTRIBUTABLE TO CONTROLLING INTERESTS

For the three and nine months ended September 30, 2015, the amount of Loss From Discontinued Operations, net of tax presented on the Condensad Consolidated Statements
of Operations Is fully attributable to centrolling interests.
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During 2014, Duke Energy and Progress Energy's amount of Income (Loss) from Discontinued Operations, net of tax presented on the Condensed Consolidated Statements of
Operations includes amounts attrbutable to noncontrolling interest. Tha foliowing table presents Net Incoma Attributable to Duke Energy Gorparation for continuing operations
and disceatinued operations for the three and nine months ended September 30, 2014.

Three Months Ended Nine Months Ended
September 30, 2014 September 30, 2014
Duke Progress Duke Progress
{in millions}) Energy Energy Energy Energy
Income From Continuing Operations.” $ 891 $- 330 § 2,367 $ 749 :
income From Continuing Cperetions Attributable to Noncontroliing Interests . . . 3 . 1 . 11 . 2
Income From Continuing Cperetions Atiributable to Duke Energy COrpofation . ] 5 ags $ 329 % 2,356 § 739
Income {Loss) From Discontinued Operations, net of tax $ 378 § — 8 (578) $ (6)
Loss. From Discontinued Operations. Atiributable to Noncontrolling Interests, net of tax L)) e 3 . —
Income {Loss) From Discontinued Operations Attributable to Duke Energy Corporation, net of tax $ 386 § — § (570) $ (6)
Met income : ) : ) : o $ 1269 § .30 % 1,789 8 T35
Mat (Loss) Incon’;e Aftributable to Noncontrolling Interests {5) 1 3 2
Net Income Attributable to Duke Energy Corparation ’ 1 1274 % azg. §. 1,786 & 733

Other comprehensive income reported on the Condansed Consolidated Statements of Changes in Equity for Progress Energy is ettributable only to controlling interests for all
periods presented.
ACCUMULATED OTHER COMPREHENSIVE INCOME

For the three and nine months ended Septernber 30, 20145 and 2014, reclassifications out of accumulated other comprehensive income (AOCI) for the Duke Energy Registrants
were not material. Changes in AOCI for the Duke Energy Registrants are presented in their respective Condensed Consciidated Statements of Equity.

EXCISE TAXES

Certain excise taxes lavied by state or locel governments ara required to ba paid even if not collected from the customer. These taxes are recognized on a gross basis.
Otherwise, excise taxes are accounted for net.

Excise taxes recognized on a gross basis are recorded as Operating Revenues and Property and other taxes on tha Condensed Consofidated Stataments of Operations. The
following table provides the amount of extise taxes accounted for on a gross basis.

Three Months Ended September 30, Nine Months Ended September 30,
{in milllons) 2015 2014 2015 2014
Duke Energy N $ 109 § 101 5 08 3§ 418
Duke Energy Carolinas ‘ 9 4 27 93
Progress Energy ) . ) . - 8T ) 83 ' o 174 - 214
Duke Energy Progress 4 — 12 56
Duke Energy Florida . ' . . .8 . 182 _ 158
Duke Energy Chio 24 24 80 80
Duke Energy Indiana ' S 9 . 10 ' 27 i 29

During the third quarter of 2014, the North Carolina gross receipts tax was terminated due to the North Carolina Tax Simplification and Rate Reduction Act. The North Carolina
gross raceipis tax is ro longer imposed effective July 1, 2014.

NEW ACCOUNTING STANDARDS

The new accounting standards adopted for 2015 and 2014 had no significant impact on the presentation or results of operations, cash flows or financial position of the Duke
Energy Registrants. During the fourth quarter of 2015, Duke Energy will early adopt certain accounting standards not required until the first quarter of 2016. Adoption of these
standards wil not have a material impact on the results of operations, cash flows, finangial position or disglosures of the Duke Energy Registrants,

ASC 205 - Reporting Discontinued Operations. In April 2014, the Financtal Accounting Standards Board (FASB) issued revised accounting guidance for reporting
discontinued operations. A discontinued operation would be either (i) 2 compenent of an entity or a group of components of an entity that represents 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 classifiad as held for sale or (ii} a business that,
upen acquisition, meets the critaria to be classilied as held for sale.
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For Duke Enargy, the revised accounting guldance Is effective on a prospective basis for qualified disposals of components or classifications as held for sale that cceur after
January 1, 2015. Under the standard, the guldance is not effective for a componant classified as held for sale before the effective date even if the disposal occurs after the
effective date of the guidance. Duke Energy has not reported any discontinued operations under the revised accounting guidance,

The following new Accounting Standards Updates (ASUs) have been issued, but have not yet been edopted by the Duke Energy, as of September 30, 2015.

ASC 606 — Revenue from Contracts with Customers. In May 2014, the FASB issued revised accounting guidance for revenue recognition from contracts with customers,
The core principle of this revised accounting guidance is that an entity should recognize revenue to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. The amendments in this update also require disclosure
of the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers,

For Duke Energy, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018, although It can be early adopted for annual periods
beginning as early as January 1, 2017. Duke Energy is currently evaluating the requirements. Other than increased disclosures, the revised accounting guidance and impacts
to the Duke Energy Registrants have not yet been determined.

ASC 835 - Presentation of Debt Issuancae Costs. In April and August 2015, the FASB issued revised accounting guidance for the presentation of debt issuance costs. The
core principle of this revised accounting guidance Is that debt issuance costs are not assets, but adjustments to the carrying cost of debt, For Duke Energy, this revised
accounting guidance is effective retroactively beginning January 1, 2016, but can be adopted earlier.

Duke Energy intends to early adopt this accounting standard during the fourth quarter of 2045. The implamentation of this accounting standard will result in a reduction of
approximately $165 million in Other within Regulatory Assets and Deferred Debits, and in Long-Term Debt, based on the amount of debt issuance costs reported on the
Condensed Consolkdated Balance Sheets as of September 30, 2015,

2. ACQUISITIONS AND DISPOSITIONS
ACQUISITIONS
Acquisition of Pledmont Natural Gas

QOn Qctober 24, 2015, Duke Energy entered into &n Agreement and Plan of Merger (Merger Agresment) with Piedmoent Natural Gas Company, Inc., {Piedmont) a North Carolina
corporation, Under the terms of the Merger Agreement, Duke Energy will acquire Piedment for $4.9 billien in cash. Upon closing, Piedmont will become a wholly-owned
subsidiary of Duke Energy.

Pursuant to the Merger Agreement, upon the closing of the merger, each share of Piedrmont common stock Issued and oulstanding immediately prior to the closing will be
converted automatically into the right to receive $60 in cash per share, n addition, Duke Energy will assume $1.8 bilion in Piedmont existing debt. Duke Energy expects to
finance the transaction with a combination of debt, between $500 millon and $750 million of newly issued aquity and other cash sources. Duke Energy has a fully underwritten
bridge facility to support funding of the merger.

Completion of the transaction is conditioned upen approval by the NCUC, expiration or termination of any applicabla waiting peried under the federal Hart-Scott-Rodino Antitrust
Improvements Act of 1976, and Piedmont shareholder approval. The Merger Agresment contains ceriain termination rights for both Duke Energy and Piedmont, and provides
that, upon termination of the Marger Agreement under specified circumstances, Duke Energy would be required to pay a termination fee of $250 million to Piedmont and
Fiedment would be required to pay Duke Energy a termination fee of $125 milion.

Subject to receipt of required reguiatory approvals and meeting closing conditions, Duke Energy and Piedmont target a ¢losing by the end of 2016.
See Note 4 for additional information regarding Quke Energy and Piedmont's joint investment in Atlantic Coast Pipeling, LLC {ACP).
Furchase of NCEMPA's Generation

On July 31, 2015, Duke Energy Pregress completed the purchase of North Carolina Eastern Municipal Power Agency's (NCEMPA) ownership interests in certain generating
assets, fuel and spare parts inventory jointly owned with and operated by Duke Energy Progress for approximately $1.25 billion, This purchase was accounted for as an asset
acquisition. The purchase resulted in the acquisition of a total of approximately 700 megawatts {MW) of generating capacity at Brunswick Nuclear Plant, Shearon Harris Nuclear
Plant, Mayo Steam Plant and Roxboro Steam Plani. The NRC approved the transfer of control of licenses for the Brunswick Nuclear Plant and Shearon Harris Nuclear Plant
from NCEMPA to Duke Energy Progress on July 6, 2015. In connection with this transaction, Duke Energy Progress and NCEMPA entered into a 30-year wholesale power
agreement, whereby Duke Energy Progress wil sell power to 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 is a purchase acquisition adjustment, recorded in property, plant and
equipment, Duke Energy Progress received FERG approval for Inclusion of the purchase acquisition adjustment in wholesale power formula rates on December 8, 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’ North Carclina retail operations, including the purchase acquisition edjustment. Duke Energy Progress filed an application with the NCUC to
implement the rider to be 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.
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Purchase Price Allocafion

The ownership interests in generating assets acquired are subject to rate-setting avthority of the FERC, NCUC and PSCSC and accordingly, the asseis are recorded at
historical cost. The purchase price allocation is presented in the following table,

{in milllons)

Inventory ) . ) . ) 5 56
Net property-, plant and equipment . 845
Total assets . . ’ : ' 901
Purchase acquisition adjustment 350
Total purchase price. : ] - ' $ 1,251

In connection with the acquisition, Duke Energy Progress acquired NCEMPA's nuclear decommissioning trust fund assets of $287 milion and assumed asset retirement
obligations of $204 milion associated with NCEMPA's interest in the generation assets. The nuclear decommissioning trust fund and the asset retirement obligation are subject
to regulatory accounting treatment with any difference between the trust fund assets and the asset retirement obligation accounted for within requlatory assets and liabilities.

Impact of the Acquisition

Incremental costs following the acquisition are allocated between retail and wholesale operations. Costs allocated to Duke Energy Progress' retail operations are being defarred
until the costs are reflected in retall rates in North Carolina through a rate rider. Costs allocated to the South Carolina jurisdiction are being defesred until the next rate case when
recovery of these costs will be considered,

The impact of the acquired NCEMPA assets and the 30-year wholesale power agreement on Duke Energy Progress' Operating Revenues and Net Income and Comprehensive
Income in the Condensed Consolidated Statements of Operations was $40 milion and 57 milion, respactively, for the three and nine months ended September 30, 2015.

DISPOSITIONS
Midwest Generation Exit

Duke Energy, through indirect subsidiaries, completed the sale of the nonregulated Midwest generation business and Duke Energy Retail (Disposal Group) to a subsidiary of
Dynegy on April 2, 2015, for approximately $2.8 bilion in cash. On April 1, 2015, prior to the sale, Duke Energy Ohio distributed its indirect ownership interest in the nonregulated
Midwest genaratlon business to a subsidiary of Duke Energy Corporation.

The assets and liabilities of the Disposal Group prior e the sale were Included in the Commercial Portfolio (formerly Commoercial Power} segment and classified as held for sale
in Duke Energy’s and Duke Energy Ohio's Condensed Consolidated Balance Shest. The following table presents information related to the Duke Energy Ohic generation plants
in¢luded in the Disposal Group.

Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacityl® GCapacityi® [nterest
Stuartia¥er - ' ‘ Fossil Steam. Coal - OH - ) 2,308. - %00 308%:
Zimmeréat Fossil Steam Coal OH 1,300 605 46.5%
MangngRock .~ o | Combined Cycle: . NaturalGss ~ OH 1226 12260 100%
Miami Fort {Linits 7 and 8} ® Fossil Steam Coal OH 1,020 652 64%
Conesvilehie . " FossiSteam Coal OH O .. 312 40%:
Washington Combined Cytle Natural Gas OH 817 617 100%
Fayette ' ° ~ Combined Cycle NawralGas ~ PA  eu _ 614 100%
Killenfole) Fossil Steam Coal OH 600 198 33%
Les ) ) R ' Combustion Turbine” - Natural Gas L 568 568 _. . 100%
Dick's Greek Combustion Turbine Natural Gas OH 136 136 100%
Miami Fort . ) Combustion Turbine Qit OH 56 56 100%.
Total Midwast Generation 9,225 5894
(a) Jointly owned with America Electric Power Generation Resources and The Dayton Power & Light Company.
(b} Jointly owned with The Dayton Power & Light Company.
(e} Faclity was not operated by Duke Energy Ohio.
(d} Total megawatt (MW} capacity is based on summer capacity.

The Disposal Group also included a retail sales business owned by Duke Energy. In the second quarter of 2014, Duke Energy Ohio removed Ohio Valley Electric Corporation's
{OVEQC) purchase power agreement from the Disposal Group as it no Jonger intended to sell it with the Disposal Group,
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The results of operations of the Disposal Group prior to the date of sale are classified as discontinued operations in the accompanying Condensed Consolidated Statements of
Operations and Comprehensive Income, Certain immaterial costs that may be eliminated as a result of the sale have remained in continuing operations. The following table
presents the results of discontinued operations.

Duke Energy
Three Months Ended Nine Months Ended
September 30, September 30,
{in millions) 2015 2014 2015 2014
Operating Revenues _ $ — 3 a0 § 543§ . 1,233
(Loss} Gain on disposition=! _ L o o _ o e 460 R . o {847)
(Loss) Income befors income taxes® _ _ N 3 5 s 623 3 g2 8 ~ {864)
Incame-tax (benefit} expense %] 218 _ 29 (321)
{Loss} Income from discontinued operations of the Disposal Group {4} 405 kX] (543}
Other, net of tax<} ) {1) 27} 4 (35}
({Loss) Income from Discentinued Operations, net of tax $ 5 § 378 % 23 3 (578)
(a) The (Loss) Gain an disposition includes impairments and reversals to the impairments recerded te adjust the carrying amount of the assets to the estimated fair value
of the business, based on the selfng prica to Dynegy less cost to sell,
{b) The (Loss) Income befare income taxes includes the pretax impact of an $81 million charge for the setfiement agreemeant reached in a lawsuit refated to the Disposal
Group for the nine months ended September 30, 2015. Refer to Nate 5 for further information refated to the laws uit.
{c) Includes other discontinued operations related to prior sales of businesses and includes ndemnifications pruwded far certain legal, lax and environmental matters,
and foreign currency translation adjustments.
Duke Energy QOhio
Three Months Ended Nine Months Ended
September 30, September 30,
{in millions) 2015 2014 2015 2014
Operating Revenues o ' $ — 5 56 § - 412§ - 853
{Loss) Gain an disposition®@ . (4 466 (48) (878)
(Loss) Income befare il income taxes(bl 3 4) 647 $ 448 3 (917)
Income tax (benefit) expense oL (2) . 234 25 (3209
(Loss) Income from Discontinued Operations, net of tax 3 2 % 413§ 23 % (597)
{(a) The (Loss} Gain cn disposition includes impairments and reversals te the impairments recorded to adjust the carrying amount of the assets to the estimated fair value
of the business, based on the selling price to Dynegy less cest to sell.
{b) The (Lass} Income befare income taxes includes the pretax impact of an $81 millon charge for the settlement agreement reached In a lawsult related to the Disposal

Group for the nine manths ended September 30, 2015, respectively. Refer to Note 5 for further information related to the lawsuit,

Commercial Portfallo has a revolving credit agreement {RCA) which was used to support the eperations of the nonregulated Midwest generation business. Interest expense
associated with the RCA was allocated to discontinued operations, No other interest expense related to corporate level debt was allocated to discontinued operations.

Duke Energy Ohic had a power purchase agreement with the Disposal Group for a portion of its standard service offer (S30) supply requirement. The agreement and the S30
expired in May 2015. Duke Energy will also provida, and receive reimbursement for, transition services provided to Dynegy for a period of up to 12 manths. The continuing cash
flows are not considered direct cash flows and are not expected to be material. Duke Energy or Duke Energy Ohio will not significantly influence the operations of the Disposal
Group during the transition service period.

See Notas 4 and 5 for a discussion of contingencies refated to the Disposal Group that are retained by Duke Energy Ohio subsequent to the sale.

3. BUSINESS SEGMENTS

Operating segments are determined based on information used by the chief operating declsion-maker in deciding how te aliocate resources and evaluate the perfermance of
the business.

Duke Energy evaluatas segment performance based cn segment income. Segment income is defined as income from continuing operations net of income attributable to
nancontroling interests. Segment income, as discussed below, includes intercompany revenues and expenses that are eliminated in the Condensed Consolidated Finangial
Statements. Certain governance ¢osts are alogated to each segment. In addition, direct interest expense and income taxes are included in segment incoms.

Preducts and senvices are sold between affliate companies and reportable segments of Duke Energy at cost. Segment assets presented in the following tables exclude all
intercompany assets.

DUKE ENERGY
Duke Energy has the following reportable operating segments: Regulated Utilties, International Energy and Commercial Portfolia.

Regulated Utilties conducts electric and natural gas operations that are substantialy all regu'ated and, accordingty, qualify for regulatory accounting treatment. These
operations are primarily conducted through the Subsidiary Registrants and are subject to the rules and regulations of the FERG, NRGC, NCUG, PSCSC, FPSC, PUCO, IURC
and KPSC,
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tnternational Energy principally cperates and manages power generation facilties and engages in sales and marketing of electr! wer, natural gas an aturallﬁﬁs Igj:%w‘;?i
outside the U.S. Iis activities principally relate to power generation in Latin America. Additionally, International Energy owns a 25 percent interest in NatioRefL@E1AEMAD ny
{NMC), a large regional producer of methyl tertiary butyl ether (MTBE) located in Saud| Arabla, The investment in NMC is accounted for under the equity method of accounting.

Commercial Portfolio builds, develops and operates wind and solar renewab’s genaration and energy transmission projects throughout the U.S. The segment was renamed as a
result of the sale of the nonregulated Midwest generation business, as discussed in Note 2. For pericds subsequent to the sale, beginning in the second quarter of 2015, certain
immaterial results of operations and relaled assets previously presented in the Commercial Portfolio segment are presented in Regulated Utllities and Other.

The remainder of Duke Energy’s operations is presented as Other, which is primarily comprised of unaliocated corporate interest expense, unallocated corporate cosis,
contributions to The Duke Energy Foundation and the operations of Duke Energy's wholly owned captive insurance subsidiary, Bison Insurance Company Limited {Blson).

Three Months Ended September 30, 2015

Total
Regulated Intemational Commercial Reportable
{in millions) Utilities Energy Portfolic Segments Other Eliminations Consoclidated
Unaffiiated revenues $ 6138 § 281§ . 66 5 6485 5 % = 8§ ‘ 6,483
Intersegment revenuos 9 — —_ 9 19 {28} —
Total revenues $ 6,147 % 281§ 66 $ 6,494 § 17 8 28y $. 6,483
Segment income {loss )X $ 905 § [ B 3 3 971 % {34) 5 — $ ) 937
Add back noncontroling interests - o ‘ : _ S p ' 3
Loss from discontinued operations,
net of tax (5
Nt income‘ S . o . . 4 - : oo s—_ﬁ_
Segment assets $ 110520 % 3,730 § 3841 % 118,091 § 2757 % 185 % 121,033

(a) Regufated Utilties includes an after-tax charge of $56 million refated to the Edwardsport setilament. Refer o Note 4
for further information.
(b) Other includes $15 milion of after-tax costs o achieve the 2012 Progress Energy merger.
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Three Months Ended September 30, 2014

Total
Regulated International Commercial Reportable
{in milllons) Utilities Energy Portfolio Segments Other Eliminations Consolidated
Unaifilisted revenues. - 3 5,975 366 50 % 6381 % 4q — 8 6,395
Intersegment revenues " — — 1 21 (32) —
Total revenues 3 5,986 366 50 % 6402 % 25 {32) % - B,395
Segment incomse (loss )@ 920 80 (17} % 883 % (92} (3) 888
Add back. noncontraling interests ' 3
Income from discentinued
operations, net of tax 37
Net income . % 1,269: .
{a} Other includes $35 million of after-tax costs to achieve the 2012 Progress Energy merger.
Nine Months Ended September 30, 2015
Total
Regulated Intemational Commercial Reportable
(in millions) Utllities Energy Portfolio Segments Other Eliminations Consolidated
Unaliliated revenues H 17,062 841 M4 5 1BHMT 8 20 - % 18,137
Intersegment revenues 28 - — 28 58 (86) —
Total revenues 5 17,090 841 214 $ 18,145 T8 (86} - % 18,137
Segmant incoms {loss Ji#XeKe s 2,31t 157 (35) % 2433 $  {119) 4 s 2,310
Add back noncontralling interests S 10.
Income from discontinued '
aperations, net of tax®) 29
Net income $ . 2,349
(a) Regulated Utilities includes an after-tax charge of $56 million related to the Edwardsport settlement. Refer to Nete 4 for further informaticn,
(b} Other includes $42 milion of after-tax costs to achieve the 2012 Pragress Enargy merger.
(c) Commercial Portfolio includes state tax expense of $41 million, resulting from changes to state apportfionment factors due to the sals of the Dispesal Group, that does
not qualify for discontinued cperations. Refer to Note 2 for further information refated to the sale.
(d) Includes after-tax impact of $53 million for the settlement agreament reached in a laws uit related to the Disposal Group. Refer to Note 5 for further information related
to the lawsuit.
Nine Months Ended September 30, 2014
Total
Regulated International Commercial Reportable
{in millions) Utilities Energy Portfolio Segmants Other Eliminations Consolidated
Unaffiliated revenues $ 17,041 1,111 195 3 18,347 -3 19 — 3 18,366
Intersegment revenues 33 — — 33 60 (93) —
Total revenues 3 17,074 1411 195 § 18380 § 79 93 $ 18,366
Segment income (loss )k $ 2,346 356 70y § 2632 § (269) (M 3 2,356
Add back nencontroling interest ' o k! '
Loss from discontinued operations,
net of tax (578)
Net incoma 3 1,769
(a) Commercial Portfelio includes a pretax impairment charge of $94 million related to OVEC. Refer to Note 13 for further information.

(b) ©Other includes $107 million of after-tax costs to achieve the 2012 Progress Energy merger.

DUKE ENERGY OHIO

Duke Energy Ohie had two reportable operating segments, Regulated Utilities and Commercial Portfolio, prior to the sale of the nonregulated Midwest generation business. As a
result of the sale discussed in Note 2, Commercial Portfolio no longer qualifies as a Duke Energy Ohio reportable oparating 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 previcusly presented in Commercial Portfolic are presented in

Regulated Ultilities and Other,

Regulated Utilties transmits and distributes electricity in portions of Ohio and Kentucky, and generates and sells electricity in portions of Kentucky. Regulated Utilitles also
transperts and sells natural gas in portions of Ohio and northern Kentucky. It conducts operations primarily through Duke Energy Ohio and its wholly owned subsidiary, Duke

Energy Kentucky.
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Other is primarily comprised of governance costs allocated by its parent, Duke Energy, and revenues and expenses related to Duke Energy Ohio's contractual arrangement to
buy power from OVEC's power plants. For additiona! information en related party transactions refer to Note 9.

Duke Energy Ohlo had no intersegment revenues for the thres and nine months ended September 30, 2015.

Three Months Ended September 30, 2015

Regulated
{in millions} Utilities Other Eliminations Cansalidated
Total revenues $ 456 % 6 § — 5 462
Segment incorne (Joss) . ’ . ] 46 5 {12y % - 5 7 34
Loss from discontinued operations, net of tax - .(-2)
Net income o ' ' ‘ $ 32
Segment assets 5 6,961 § 126 § (4) % 7,083

Threa Months Ended September 30, 2014

Total
Regulated Commargial Reportable
{in millions} Utilities Portfalio Segments Other Eliminations Consolidated
Unaffiiated revenues ' S8 440 - § 6§ 46 ¢ . — § . . — % . 4ds
Intersegment revenues 1 . — . 1 o {1) —
Total revenues $ 441§ 6 % 447§ — & (1 $ 446
Segment income (loss) $ 43 3 (13) $ 0% (4 % — § 26
Income from.discontinued operations, net of tax - - . L E o . . . R 413
Net income $ 439

Nine Months Ended September 30, 2015

Total

Regulated Commoercial Reportable
{in millions) Utilities Portfolio Segments Other Eliminations Consalidated
Total revenues $ 1424 § ¢ 14. % 1,438 § 5. % ] — 8 1,453:
Segment income (loss) $ 135 § (9 $ 126 % (20) % — % 106
Income from discontinued operations, net of tax® : ' . ] - 23
Net ncorms " . - . . . s L e . o . - 5—1__29_
{a} Includes an after-tax charge of $53 million for the settlement agreement reactied in a lawsuit related to the Disposal Group. Refer to Note 5 for further information.

Hine Months Ended September 30, 2014

Total
Regulated Commercial Reportable
{in millions) Utilitles Porifolio Segments Other Eliminations Consolidated
Unaffilated ravenues 3 14186 § 7§ 1433 § o= 3 ‘ — 5 1,433
Intersegment revenues 1 — 1 - . (1N —
Total revenues ] . 3 1417 § 7 % 1,434 § — § 1) & 1,433
Segment income (loss)@! $ 151 & (t01) § B0 & {1 3 — 8 39
Loss from discontinued operations, net of tax ' ‘ . : . i ) (597)
Net loss $ (558)

{a) Commercial Portfolio includes a pretax impairment charge of $94 million related to OVEC. See Note 13 for additional information.
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DUKE ENERGY CAROLINAS, PROGRESS ENERGY, DUKE ENERGY PROGRESS, DUKE ENERGY FLORIDA AND DUKE ENERGY INDIANA

The rermaining Subsidiary Registrants each have one repariable operating segment, Regulated Utilities, which generates, transmits, distributes and sells electricity. The
rernainder of each cormpany's operations is classiled as Other. While not considerad a reporiabla segment for any of these companies, Other conslists of cerain unaliocated
corporate cosis. Tha following table summarizes the net loss for Other at each of these registrants.,

Three Manths Ended Ning Months Ended
September 30, September 30,

{in millions}) 2015 2014 2015 2014
Duke Energy Carolinas H (100 $ (i9) % ] (28) § (67)
Progress Energy'® - O N . IR ¢
Duke Energy Progress (4) (10} (12} (23)
Duke Energy Fiorida PP - IR ® . w e
Duke Energy Indiana (2) (3) (6} (10)
(a) Other for Progress Energy also includes interest expense on corporate debt instruments of $61 milion and $980 milion for the three and nine months ended

September 30, 2015, respectively, and $58 million and $181 million for the three and nine months ended September 30, 2014, respectively.

The assets of Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Flarida and Duke Energy Indiana are substantially all included within the
Regulated Utlities segment at September 30, 2015 and 2014.

4. REGULATORY MATTERS
RATE RELATED INFORMATION

The NCUC, PSCSC, FPSC, IURC, PUCO and KPSC approve rates for retail electric and natural gas services within their respective states. The FERC approves rates for
electric sales to wholesale customers served under cost-based rates {excluding Ohio, Kentucky and Indiana), as well as sales of transmission service.

Duke Energy Carolinas
Wiltiam States L ee Combined Cycle Facility

On April 8, 2014, the PSCSC granted Duke Energy Carolinas and North Carolina Electric Membership Corporation (NCEMC) a Certificate of Environmental Compatibility and
Public Canvenience and Necessily {CECPCN] for the construction and operation of a 750 MW combined-cycle natural gas-fired generating plant at Duke Energy Carolinas'
existing William States Les Generating Station in Andersen, 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 allowance for funds used during construction {AFUDC). The project is expected to be commercially available in late 2097, NCEMC will own
approximataly 13 percent of the project. On July 3, 2014, the South Carolina Coastal Conservation League and Southern Alfance for Clean Energy Jointly fled a Notice of Appeal
with the Court of Appeals of South Carolina seeking the court's review of the PSCSC's decision, claiming the PSCSC did not properly consider a request related to a proposed
solar facility prior 1o granting approval of the CECPCN, The case has been fully briefed and is pending in the Court of Appeals. Oral arguments are expected to be heard in
January 2016. Duke Energy Carclines cannot predict the outcome of this matter,

Duke Energy Progress
Sutton Black Start Combustion Turbina CPCN

On April 15, 2015, Duke Energy Progress filed a Certificate of Public Convenience and Necessity (CPCN) application with the NCUC for approval to censtruct 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 for the Brunswick Nuclear Plant. In Juna 2015, the Public Staff of the NCUC recommended the NCUC
approve Duke Energy Progress' application. On August 3, 2015, the NCUC Issued an order granting the application and requiring annual construction and cost progress
raports. The new units are expected to be commercially available in the summer of 2017.

Western Carolinas Modernization Plan

In May 2015, Duke Energy Progress announced a $1.1 billion plan to modernize the Wastern Carolinas energy system. The plan included retirement of the Asheville coal-fired
plant, building a 650 MW combined-cycle natural gas power plant, instaling solar generation at the site, building new transmission lines, a new substation and upgrades to area
substations, On June 24, 2015, the North Carolina governor signed inta law the North Carolina Mountain Energy Act of 2015 (Mountain Energy Act) which provides for an
expedited CPCN process for the proposed Asheville combined-cycle project and extends certain North Carclina Coat Ash Management Act of 2014 {Coal Ash Act} deadlines
for the coal ash basin at the Ashevile Plant site.
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On November 4, 2015, in response to community feedback, Duke Energy Progress announced a revised plan. The revised plan replaces the planned 650 MW plant with two
280 MW combined-cycle natural gas plants having duel fuel capabiity, with the option to build a third gas unit in 2023 based upon the outcome of initlatives to reduce the ragion's
power demand. The ravised plan includes upgrades to existing transmission lines and substations, but eliminates the need for a new iransmisslon fine and a new substation
associated with the praject in South Carclina. The revised plan has the same overall project cost as the original plan, and the plans to install solar generation remain unchanged.
These investments wil be made within the next five years in North Caralina. Cuke Energy Progress is also working with the local natural gas distribution company to upgrade an
existing natural gas pipeline to serve the natural gas plant. The plan requires various apprevals including regulatary approvals in North Careolina. Duke Energy Progress plans to
file for a CPCN with the NCUC {or the new gas units in January 2016.

The carrying valuse of the 376 MW Asheville ¢coal-fired plant, including associated ash basin ¢losure costs, of $460 million Is Included in Generation facilities to be retired, net on
Duke Energy Progress' Condensed Consolidated Balance Sheet as of September 30, 2015,

Duke Energy Florida
FERC Transmission Return on Equity Compfaint

Seminole Electric Cooperative, Inc. and Florida Municipal Power Agency filed multiple complaints with the FERC alleging Duke Energy Florida's current rate of return on equity in
transmission formula rates of 10,8 percent Is unjust and unreascnable. The latest complaini, filed on August 12, 2014, claims the rate of return on equity should be reduced to
8.69 percent. The FERC consolidated all complaints for the purposes of setllement, hearing and degision. On July 21, 2015, the parties filed with the FERC for approval of a
setllement agreement under which (i) Duke Energy Florkla will pay a total of $14.1 million as refunds for all periods through December 31, 2044, (i) the rate of return on equity
will be 10 percent effective January 1, 2015, and (lii) none of the parties will seek a change in the rate of return on equity prior to January 1, 2018, Amounts to be refunded are
included In Other within Current Liabilties on the Condensed Consolidated Balance Sheets as of September 30, 2015. FERC approval of the settlement is pending.

Citrus County Combined Cycle Facility

On October 2, 2014, the FPSC granted Duke Energy Fiorida a Determination of Need for the construction of a 1,640 MW combined-¢ycle natural gas plant in Citrus County,
Florida. On May 5, 2015, the Florida Department of Environmental Protection approved Duke Energy Florida's Site Certification Application, The facilty is expected to be
commercially available in 2018 at an estimated cost of $1.5 billion, including AFUDC, The project has received all required permits and approvals and construction began in
October 2015,

FPurchase of Osprey Energy Center

In Degember 2014, Duke Energy Florida and Osprey Energy Center, LLC, a wholly owned subsidiary of Calpine Corporation {Calpine), enterad into an Asset Purchase and
Sale Agreement for the purchase of a 599 MW combined-cycle natural gas plant in Auburndale, Florida {Osprey Plant acquisition) for approximately $166 million. On January
30, 2015, Duke Energy Florida petitioned the FPSC requesting a determination that the Osprey Piant acquisition or, alternatively, the construction of a 320 MW combustion
turbine at its existing Suwannee generating faciity {Suwannee project) with an estimated cost of 5197 million, is the most cost-effective generation atternative to meet Duke
Energy Florida'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 orger of approval on July 31, 2015. On July 24, 2015, the FERC issued an order approving the Ospreay Plant acquisition. Closing of the acquisition is contingent upon the
expiration of the Hart-Scott-Rodino waiting period and is expacted to occur by the first quarter of 2017, upon the ax piration of an axisting Power Purchase Agreement bebween
Calpine and Duke Energy Florida.

Crystal River Unit 3

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 bilfon Crystal River Unit 3
regulatory asset as authorized by the 2013 Revised and Restated Stipulation and Settlement Agreement {2013 Agreement). On Septemnber 15, 2015, the FPSC approved Duke
Energy Florida's motion for approval of a settlement agreement with intervenors to reduce the value of the projecied Crystal River Unit 3 regulatory asset to be recovered to
$1.283 bilion as of December 31, 2015. An impairment charge of $15 milion was recognized In the third quarter of 2015 to adjust the regulatory asset balance. The initial annual
revenue requirement for this approved value is estimated to be $168 million.

In June 2015, the governor of Florida signed legislation to allow utilities to petition for a financing order for securitization of certain retired nuclear generation assets. On July 27,
2015, Duke Energy Florida petitioned the FPSC for a financing order to issue nuclear assel-recovery bonds {o finance the Crystal River Unit 3 regulatory asset. !f the FPSC
Issues an acceptable financing order and Duke Energy Florida issues the bonds, the securitization would replace the base rate recovery mathodology authorized by the 2013
Agreemant and result in a lower rate impact to customers. The annual revenua requirement with securitization, subject to changes in assumed interest rates and timing of
issuance of the securitization bonds, is estimated to be approximately $33 million. On October 14, 2015, the FPSC approved an agreement on all securitzation-related issues
and is expected to issue a final financing order in the fourth quarter of 2016. If approved, Duke Energy Florida expects to issue securitization bonds in early 2016.
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Levy Nuclear Project

On April 16, 2015, the FPSC approved Duke Energy Florida's petition to cease collection of the Levy Nuclear Project fixed charge beginning with the first biling cycle in May
2015. Duke Energy Florida also sought approval to defer collection of the $54 miflion regulatory asset until the conclusion of litigation with Westinghouse Electric Co. The FPSC
determined it was unnecessary to act on the request, finding that its previous order requiring a downward adjustment in projected costs primarily affected the timing of when the
fixed charge would end and did not disallow the recovery of costs previously determined to be prudent. On August 18, 2015, the FPSC approved to leave the Levy Nuclear
Project portion of the Nuclear Cost Recovery Clause charge at zero dollars for 2046 and 2017, consistent with the 2013 Settlement, Duke Energy Florida will submit by May
2017 a true-up of Levy Nuclear Project costs or credits to be recovered no earlier than January 2018, To the extent costs becormne known after May 2017, Duke Energy Florida
will petition for recovery at that time.

Duke Energy Ohio
DE Ohfo Energy Efficlency Cost Recovery

On March 28, 2014, Duke Energy Ohic 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 to comply with environmental mandates set forth in Ohio Jaw. After a comment period, the PUCQ
approved Duke Energy Ohlo’s application, but found that Duke Energy QOhio was not permitted to use banked energy savings from previous years in order fo calculate the
amount of allowed incentive, This conclusion represented a change to the cost recovery mechanism that had been agreed to by intervenors and approved by the PUCQ in
previous cases. As a result of the PUCO's decision, Duke Energy Ohio reversed $23 milion in revenues for the period between January 2013 and April 2015 in second quarter
205, The PUCO granted Duke Energy Ohio's application for rehearing on July 8, 2015, Substantive ruling on the application for rehearing is pending.

2014 Electric Security Plan

In April 2015, the PUCC modified and approved Duke Energy Ohio's proposed ESP, with a three-year term and an effective date of Juna 1, 2015, The PUCQ approved a
competitive procurement process for 8SO load, a distribution capital investment rider and a tracking mechanism for incremental distribution expenses caused by major storms.,
The PUCQ order alsc approved a placeholder tariff for a price stabilzation rider, but denied Duke Energy Ohio's specific request to include OVEC in the rider at this time;
however, the order allows Duke Energy Qhio to submit additional information to request recovery in the future, On May 4, 2015, Duke Energy Ohio fled an application for
rehearing requesting the PUCQ to modify or amend certain aspects of the order, On May 14, 2015, Duke Energy ©hio completed a competitive bidding process to procure a
portion of the supply for its SSO load for the term of the ESP. The PUCO approved the resuits on May 15, 2015, On May 28, 2015, the PUCO granted all applications for
rehearing filed in the case for future ¢onsideration. Duke Enargy Chie cannot predict the outcome of this matler.

20112 Natural Gas Rate Case

On November 13, 2013, the PUCQ issued an order approving a setllement among Duke Energy Ohio, the PUCQO Staff and intervening parties {the Gas Setllement}). The Gas
Settlement provided for (i) no increase in base rates for natural gas distribution service and (i) a return on equity of 9.84 percent. The Gas Settlement provided for a
subsequent hearing on Duke Energy Ohio's request for rider recovery of envirenmental remediation cosis associated with its former manufactured gas plant (MGP) sites. The
PUCC authorized Duke Energy Chio o recaver $56 million, excluding carrying costs, of environmental remediation costs. The MGP rider became effective in April 2014 for a
five-year pariod. 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 authorizing the MGP rider to the Ohic Supreme Court and asked the court to stay implamentation of the PUCC's order
and coliections under the MGP rider pending their appeal. The Ohlo Supreme Court granted the motion to stay and subsequently raquired the posting of a bond to effectuate the
stay, When the bond was not posted, the PUCO approved Duke Energy Ohlo's request, in January 2015, to reinstate collections under the MGP rider and Duke Energy Ohio
resumed bilings. Amounts collected prior to the suspension of the rider wers immaterfal. On March 31, 2015, Duke Energy Ohio filed an applicatien 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.

Regional Transmission Organization (RTO) Reallgnment

Duke Energy Ohio, including Duke Energy Kentucky, transferred control of its transmission assets from Midcontinent Independent System O perator, Ine. (MISO) to PJM
Interconnection, LLC (PJM), effective December 31, 2011,

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTQO 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 MISQ and PJM in the same period or overlapping pericds.

On May 25, 2011, the PUCQ approved a setlement between Duke Energy Ohlo, Qhio Energy Group, the Office of Ohio Consumers’ Counsel and the PUCO Staff related to
Duke Energy Qhio’s recovery of certain costs of the RTOQ realignment via a non-bypassable rider. Duke Energy Ohlo is aliowed to recover ali MISO Transmission Expansion
Planning (MTEP) costs, including but not limited to Multi Value Project (MVP) costs, directly or indirectly charged o Ohlo customers. Duke Energy Ohio also agreed to
vigorously defend against any charges for MVP projfects from MISQ.

Upon its exit from MISO on December 31, 2011, Duke Energy Ohio recorded a liability for its exit obligation and share of MTEP costs, excluding MVP. This llabiity was recorded
within Qther in Current liabilities and Gther in Deferred credits and other liabilities on Duke Energy Ohk's Condensed Consclidated Balance Sheets.
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As of Septernber 30, 2015, Duke Energy Ohio had recorded obligations of $91 millon related to its withdrawal from MISO and a Regulatory asset of $72 million recorded on the
Condensed Consolidated Balance Sheets. MTEP costs billed by MISO are recovered by Duke Energy Ohio through a non-bypassable rider.

MVP. MISO approved 17 MVP proposals prior to Duke Energy Ohio's exit from MISO on December 31, 2071, Construction of these projects is expected to continue through
2020. Costs of these projects, including operating and maintenance costs, property and income taxes, depreciation and an allowed return, are allocated and billed to MISO
transmission owners,

On December 25, 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 trans mission owners who withdrew from MISO prior to January 1, 2012 Is consistent with the tariff at the
time of their withdrawal from MISO and, (i) if not, what the amount of and methedology for calculating any MVP cost rosponsibility should be. In 2012, MISO estimated Duke
Energy Ohio's MVP obligation over the period from 2012 to 2071 at $2.7 billion, on an undiscounted basis. Cn 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 decislon, requesting the FERC
overturn the ALJ's decision.

On Oclober 29, 2015, the FERC issued an order reversing the ALJ's decisicn. FERC ruled that the cost allocation methedology is not consistent with the MISO tariff and that
Duke Energy Ohio has no liability for MVP costs after its withdrawal from MISO. MISO has 30 days from the date of the order fo file a request for rehearing with FERC.

FERC Transmission Return on Equity and MTEP Cost Settlemant

On October 14, 2011, Duke Energy Ohio and Duke Enargy Kentucky submitted wilth the FERC propesed modifications to the PJM Interconnection Open Access Transmission
Tarift pertaining to recovery of the transmission revenua requiremnent as PJM transmission owners, The filing was made in connection with Duke Energy Ohio's and Duke
Energy Kentucky's move from MISO to PJM effective December 31, 2011. On April 24, 20142, the FERC Issued an order accepting the proposed filng effective January 1,
2012, except that the order denied a request to recover certain costs associated with the move from MISO to PJM wilhout prejudice to the right to submit another fillng seeking
such recovery and including certain additional evidence, and set the rato of return on equity of 12.38 percent for setliement and hearing. On April 16, 2015, the FERC approved
a seitlernent agreement between Duke Energy Ohio, Duke Energy Kentucky and six PJM fransmission customers with load in the Duke Energy Ohio and Duke Energy
Kentucky zone. The principal terms of the seftlement agresment are that, effective upon the date of FERC approval, (i) the return on equity for wholesale transmission service
is reduced to 11.38 percent, (i) the settling parties agreed not to seok a change in the return on equity that would be effective prior to June 1, 2017, and {il) Duke Energy Ohio
and Duke Energy Kentucky will recover 30 percent of the wholesale portion of costs arising from their obligation to pay any portion of the costs of projects included in any MTEP
that was approved prior to the date of Duke Energy Chic's and Duke Energy Kentucky's integration into PJM.

Duke Energy Indiapa
Edwardsport Integrated Gasification Combined Cycle (IGCC) Plant

On November 20, 2007, the IURG granted Duke Energy Indiana a CPCN for the construction of the Edwardsport IGCC Plant, The Citizens Action Coalition of Indiana, Ing,,
Sierra Club, Inc., Save the Valley, Inc,, and Valley Watch, Ing, (collectively, the Joint Intervenors) were intervenors in several matters related to the Edwardsport IGGC Plant,
The Edwardsport IGCC Plant was placed in commercial operation in June 2013, Costs for the Edwardsport IGCC Piant are recovered from retail electric customers via a
tracking mechanism, the IGCC rider. Updates 1o the [GCC rider are filed semi-annually.

The ninth semi-annual [GGG rider order was appealed by the Joint Intervenors. On September 8, 2014, the Indiana Court of Appeals remanded the IURGC crder in the ninth
1GCC rider proceeding back to the WURG for further findings. On February 25, 2015, the IURG issued a naw order upholding its prior dacision and provided additional detailed
findings. Joint Intervencrs appealed this remand order to the Indiana Court of Appeals. On September 23, 2015, the Indiana Gourt of Appeals affirmed the IURC remand
docision 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 therefore the costs of such delay should be borne by Duke Energy Indiana customers. The Indiana Gourt of 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
holg further proceedings and issue additional findings on the issue. The Joint Intervenors have requested a rehearing of the Indiana Court of Appeals decision,

The 10th semi-annual IGCE rider order was also appealed by the Joint Intervenors. On August 21, 2044 the Indiana Court of Appeals affirmed the IURC order in the 10th IGCC
rider proceeding and on October 29, 2014 denfed the Joint Intervenors' request for rehearing, The Joint Intervenors requested the Indiana Supreme Court to review the
decisicn, which was denied on April 23, 2015, ¢oncluding the appeal. Duke Energy Indiana has filad the 14th and 15th semi-annual IGCC rider proceedings.
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The 11th through 15th semi-annual IGCG riders and a subdocket to Duke Energy Indiana's fuel adjustment clause are currently in various stages of approval by the IURC in
the fiing process. Issues in these flings 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 tha plant. On September 17, 2015, Duke Energy [ndiana, the QUCC, the Industrial Group and Nucor Steel Indiana reached a settlement
agreement to resalve these pending issues. The proposed settlement will result In customers not being billed for previously incurred but deferred operating costs of $78 million,
arefund of previously recavered operating costs of $7 millon and for additional Duke Energy Indiana payments and commitments of $5 milion for attorneys’ fees and to fund
consumer pragrams, Duke Energy Indiana recorded Impairment charges of $85 milion and Other Income and Expenses, net of $5 million in the Condensed Consolidated
Staternents of Operations and Comprehensive Income for the three and nine months ended September 30, 2015. Duke Energy Indiana also recorded a $78 millon reduction of
Regulatory assets within Regulatory Assets and Deferred Debits, an additional $7 milion of Other within Deferred Credits and Other Liabilities and $5 millon of Accounts
payable within Current Liabiities on the Condensed Consolidated Balance Sheets at September 30, 2015. Additionally, under the proposed settiemani, the operating and
maintenance expenses and ongoing maintenance capital at the plant are subject to cartain caps during the years of 2016 and 2017. Pursuant to the setilement, the in-service
date used for accounting and ratemaking will remain as June 2013, Remaining deferred costs will be recovered over eight years and not earn a carrying cost. As of
September 30, 2015, deferred costs related to the project are approximately $108 milion. Future IGCC riders wil be filed annually, rather than every six months, with the next
filing scheduled for first quarter 2017. The seltlemant is subject to IURC approval, which the parties hape te receive in the first half of 2016, Duke Energy Indiana cannot predict
tha cutcome of the settlement of these matters or future IGCC rider proceedings.

FERC Transmission Return on Equity Complaint

Customer groups have filed with the FERC complaints against MISO and its transmissien-owning members, including Duke Energy Indiana, alleging, among other things, that
the current base rate of return on equity earned by MISC transmission owners of 12,38 percent is unjust and unreasonable, The latest complaint, filed on February 12, 2015,
claims tho basea rate of return on equity should be reduced to 8,67 percent and requests a consolidation of complaints, On January 5, 2015, the FERC issued an order
accepting the MISO transmission owners 0,50 percent adder to the base rate of return on equity based on participation in an RTC subject to it being applied to a return on
equity thatis shown to be just and reasonable in the pending return on equity complaint. A hearing in the base return on equity proceeding was held in August 2015, The motion
to consolidate complaints was denied, A hearing on the second compfaint proceeding is scheduled o begin Febsuary 16, 2016, Duke Energy Indiana cannat predict the
outcome of this matter.

Srid Infrastructure Improvement Plan

On August 29, 2014, Duke Energy Indiana filed a seven-year grid infrastructure improvernent plan with the JURC with an estimated cost of $1.9 billion, focusing on the reliability,
integrity and modecnization of the transmission and distribution system, In May 2015, the IURC denied the proposal due to an insufficient level of detalled projects and cost
estimates in the plan, Duke Energy Indiana is evaluating the order and plans to file a revised infrastructure improvement plan by the end of 2015.

OTHER REGULATORY MATTERS
Atlantic Coast Pipeline

On September 2, 2014, Duke Energy, Dominion Resources {Dominlon), Pledmont and AGL Resources announced the formation of a company, ACP, o build and own tha
proposed Atlantic Coast Pipeline (the pipeling), a 564-mile interstate natural gas pipeline. The pipaline is designed to meat tha needs identified in requests for proposals by Duka
Energy Carclinas, Duke Energy Progress and Piedmont Natural Gas. Dominion will build and operate tha pipeline and has a 45 percent ownership percentage in ACP. Duke
Energy has a 40 percent ownership interast in ACP through iis Commercial Portlolio segment. Pledmont owns 10 parcent and the remaining share is owned by AGL
Rescources. Duke Energy Carolinas and Duke Energy Progress, among others, will be customers of the pipefine. Purchases wil be made under several 20-year supply
contracts, subject to state regulatory approval. In October 2014, the NCUC and PSCSC approved the Duke Energy Carclinas and Duke Energy Progress requests to enter into
certain affiliate agreasments, pay compensation to ACF and tc grant a walver of certain Code of Conduct provisions relating to contractual and jurisdictional matters. On
September 18, 2015, ACP filed an application with the FERC requesting a CPCN authorizing AGP to construct the pipeline. ACP requested approval of the application by July 1,
2016 to enable construction to begin by September 2016, with an in-service date of on or before November 1, 2018. ACP alsc 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 Cctaber 24, 2015, Duke Energy entered Into a Merger Agreement with Piedmont, The ACP partnership agreement includes provisions to allow Dominion an option to
purchase additional ownership interest in ACP to maintain a leading ownership percentage. Any change in ownership interests is not 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, LL.C Pipeline

On May 4, 2015, Duke Energy acquired a 7.3 percent owners hip interest from Spectra Energy in the proposed 500-mile Sabal Trail naturaf gas pipeline. Spectra Energy wil
continue to own 59.5 percent of the Sabal Trail pipeline and MNextEra Energy will own the remaining 33 percent. The Sabal Trail pipeline will traverse Alabama, Georgia and
Florida to meet rapklly growing demand for natural gas in those states. The primary customers of the Sabal Trail pipeline, Duke Energy Florida and Flerida Power & Light
Company, have each contracted o buy pipeline capacily for 25-year initial terms. The Sabal Trail pipeline, scheduled o begin service in 2017, requires federal and other
regulatory approvals.
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East Bend Station

On December 30, 2014, Cuke Energy Chio acquired The Dayton Power and Light Company's (DP&L) 31 percent interest in the jointly owned East Bend Station for
approximately $12.4 milfon. The purchase price, in accordance with FERC guidelines, was reflected with the net purchase amount as an increase to property, plant and
equipment as of December 31, 2014 and with the DPAL's historical original cost as an increase to property, plant and equipment and accumulated depreciation as of
September 30, 2015. On August 20, 2015, the KPSC approved Duke Energy Kentucky's application to use the purchase price as the value of the newly acquired interest in the
East Bend Station for depreciation purposes and ratemaking.

NC WARN FERC Complaint

On December 16, 2014, North Carolina Waste Awareness and Reduction Network filed a complaint with the FERC against Duke Energy Carolinas and Duke Energy Progress
that alleged (i) Duke Energy Carolinas and Duke Energy Progress manipulated the electricity market by constructing costly and unneeded generation facllities leading to unjust
and unreasonable rates; (i} Duke Energy Carolinas and Duke Energy Progress failed to comply with Order 1000 by not effactively connecting their transmission systems with
neighboring utlities which alse have excess capacity; (i) the plans of Duke Energy Carolinas and Duke Energy Progress for unrealistic future growth lead te unnecessary and
expensive generating plants; (iv) the FERC should investigate the practices of Duke Energy Carolinas and Duke Energy Progress and the potential 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 consiruct wasteful and redundant power plants. NC WARN also filed a copy of the complaint with the PSCSC on January 6, 2015. In April 2015, the FERC and the PSCSC
issued separate orders dismissing the NC WARN petition. On May 14, 2015, NC WARN filed with FERC a motion for reconsideration.

Patential 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 considerad to meet thoseo needs. Raecent IRPs fled by the Subsidiary Registrants included planning assumptions to potentially
retire certain coaHfired generating facilities in North Carolina, Florida and Indiana earfier than their cusrent estimated useful lives. These faciliies do not have the requisite
emission control equipment, primarity o meet United States Environmental Protection Agency (EPA) regulations recently approved or proposed.

The table below contains the net carrying value of generating facilties planned for retirement or included in recent IRPs as evaluated for potential retirement due to a lack of
requisite environmental conirol equipment. Dollar amounts in the table below ara included in Net property, plant and equipment on the Condensed Consolidated Balance Sheets.

September 30, 20135

Duke Duke
Duke Progress Energy Energy
Energy Energyt® Florida® Indianat
Capactly (i MW) R R R o W IR LE L LL
Remaining net book value {in millions)@® 5 207 % 121 % 121 % a8
(a) Remaining net book value amounts presented exclude any capitalized asset retirement costs related to closure of ash basins.
(b} Includes Crystat River Units 1 and 2,
(c) Includes Wabash River Units 2 through 6. Wabash River Unit 6 is being evaluated for potential conversion to natural gas. Duke Energy Indiana committed to refire or

convert the Wabash River Units 2 through 6 by June 2018 in conjunction with a settiement agreement asscciated with the Edwards port air permit.

On October 23, 2015, the EFA published In the Federal Register the Clean Power Flan {CFP} rule for regulating carbon dioxide (CO;) emissions from existing fossil fuel-fired
electric generating units (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 later than September 2, 2018 with an approved
extension, These state plans are subject to EPA approval, with a federal plan applied to statas that fail to submit a plan to the EPA or if a state plan is not approved. Legal
challenges to the CPP have been filad by stakeholders and motions to stay the requirements of the rule pending the outcomae of the litigation have also baen filed. 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 earlier than the current useful
lives. Duke Energy continues to evaluate the naed to retire generating facilities and plans to seek regulatory recovery, whare appropriate, for amounts that have not bean
recovered upen asset retirements. However, recovery 15 subject to future regulatory approval, including the recovery of carrying costs on remaining book values, and therefore
cannot be assured.

In addition to evaluations based on the extent faciities are equipped to comply with environmental regulations, Duke Energy continually menitors and evaluates the appropriate
generation mix and fuel diversiy for its generation lleet when making retirement decisions. Duke Energy Carolinas is evaluating the potential retirement of coal-fired generating
units with a net carrying value of approximately $110 milion, excluding capitalized asset retirement costs related to closure of ash basins, included In Net property, plant and
equipment on the Condensed Consolidated Balance Sheets, These generating units are not included in the table above.,

Refer o the "Wastern Carofinas Modernization Plan" discussion above for details of Duke Energy Progress' planned retirements.
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5. COMMITMENTS AND CONTINGENCIES
ENVIRONMENTAL

Duke Energy is subject to international, federal, state and local regulations regarding air and water gquality, hazardous and solfid waste disposal, and other envirenmental
matters. The Subsidiary Registrants are subject to federal, state and local regulations regarding air and water quality, hazardous and selid waste disposal and other
environmental matters. Thase regulations can be changed from time to time, imposing new obligations on the Duke Energy Registrants.

The following environmental matters impact all of the Duke Energy Registrants.,
Remedlation Activities

The Duke Energy Registrants are responsible for environmental remediation at various contaminated sites. These include certain properties that are part of ongeing 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
federal, state and local agencies, remediation activiies vary based upon site conditions and location, remediation requirements, complexity and sharing of responsibllity. If
remediation activities involve joint and several liability provisions, strict liability, or cost recovery or contribution actions, the Duke Energy Registrants could potentially be held
responsible for contamination caused by other potentially responsible parties, and may also benefit from insurance policies or contractual indemnities that cover some or all
cleanup costs. Liabilities are recorded when losses become probable and are reasonably estimable. The total costs that may be incurred cannot be estimated because the
extent of environmental impact, allocation among potentially responsible parties, remediation alternatives andfor regulatory decisions have not yet bean determined. Additional
cesis associated with remediation activities are likely to be incurred in the future and could be significant. Costs are typically expansed as Operation, maintenanca and other in
the Condensed Gonsglidated Statements of Operations unless regulatery recovery of the costs is deemed probable.

The following tables contain information regarding reserves for probable and estimable costs related 1o the various environmental sites. These reserves are recorded in Cther
within Deferred Credits and Other Liabilitties on the Condensed Consolidated Balance Sheets.

Nine Months Ended September 30, 2015

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions} Energy Carolinas Energy Progress Florida Ohlo Indiana
Balance at beginning of period . $ LA 10 § 17 $. ‘ 5 $ S 12 $ 4 & . 10
Provisions/adjustments 4 —_ 3 —_ 3 1 3
Cash reductions o @ - @ @ (1) {1
Balance at end of period 5 97 % 0 §$ 18 $ 4 % 14 $ 54 % 12

Nine Months Ended September 30, 2014

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Carplinas Energy Progress Florida Ohlo Indiana

Balance at beginning of period 5 7§ "% 27 5 8 § 19§ 2T 5 7

Provisions/adjustments 34 (1} 4 3 1 28 3
Cash reductions . - ' @ — T @ @) () ()

Balance at end of period 5 105 § 10 § 25 § 7 5 18 35 54 § 9

Additional losses in excess of recorded reserves that could be Incurred for the stages of investigation, remediation and monitoring for environmental sitas that have baan
evaluated at this time are presented in the table below.

{in millions)

Duke Energy o T . 3 —
Duke Energy Carolinas ) : o5
Progress Energy A o - | | _ 5
Duke Energ'y Progress ‘ '

Duke Energy Florida 4 ' : : s 5
Duke Energy Ohio ' C . . e
Duke Energy Indiana ' : ,
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North Carolina and South Carolina Ash Basins

On February 2, 2014, a break In a stormwater pipe beneath an ash basin at Duke Energy Caralinas' ratlred Dan River Steam Station caused a release of ash basin water and
ash into the Dan River, On February 8, 2014, a permanent plug was installed in the starmwater pipe, stopping the release of materials into the river. Duke Energy Carolinas
estimates 30,000 to 39,000 tons of ash and 24 milion to 27 million gallons of basin water were released into the river. In July 2014, Cuke Energy completed remediation work
identilled by the EPA and continues to coaperate with the EPA's clvil anforcement process. Total repairs and remediation expenses Incurrad by Duka Energy Carolinas related
to the release weara approximately $24 milion. Mo additional expenses were recorded in 2015. Duke Energy Carolinas will not seek recovery of these costs from ratepayers,
See the "Liligation" section below for additiona! information on litigation, investigations and enforcement actions related to ash basins, including the Memorandum of Plea
Agresment (Plea Agreements) in connection te the North Carolina Ash Basn Grand Jury Investigation. Other costs related to the Dan River release, including pending or future
siate or federat clvil enforcement preceedings, future regulatory directives, natural resources damages, additional pending ltigation, future claims or [tigation and long-term
environmental impact costs, cannot be reascnably estimated at this time.

Cn September 20, 2014, the Coal Ash Act became law and was amended on June 24, 2015, by the Mountain Energy Act. The Coal Ash Act, as amended, (i) establishes a Coal
Ash Management Commission (Coal Ash Commission) to oversee handling of ¢coal ash within the state; (i} prohibits construction of new and expansion of existing ash
impoundments and use of existing impoundments at retired facilities; (i) requires closure of ash impoundments at Duke Energy Progress’ Ashaville and Sution plants and Duke
Energy Carolinas’ Riverbend and Dan River stations no later than August 1, 2019 (the Mountain Energy Act provides for the potential extension of closure of the Asheville
impoundment until 2022); (iv) requires dry disposal of fly ash at active plants, excluding the Ashavile Plant, not retired by December 31, 2018; {v} requires dry disposal of
bottorn ash at active plants, excluding the Asheville Plant, by December 31, 2019, or retirement of active plants; (vi) requires all remaining ash impoundments in North Carolina
te be categerized as high-risk, intermediate-risk or low-risk no later than December 31, 2015 by the Norih Carolina Depariment of Environmental Guality (NCDEQ), formerly the
North Carolina Department of Environment and Natural Resources, with the method of closure and timing to ba based upon the assigned risk, with closure no later than
December 31, 2029; (vii) establishes requirements {o deal with groundwater and surface water Impacts from impoundments; and (viil} increases the level of regulation for
structural fils utilizing coal ash. The Coal Ash Actincludes a variance procedure for compliance deadlines and medification of requirements regarding structural fills and
compliance boundaries. Provisions of tha Coal Ash Act prohibit cost recovery in customer rates for unlawful discharge of ash basin waters occurring atter January 1, 2014, The
Coal Ash Act leaves the decisicn on cost recovery determinations related to closure of coal combustion residual (CCR) surface impoundments (ash basins or impoundments)
to the normal ratemaking precesses before utility regulatory commissions. Duke Energy has and wil periodically submit to NCDEQ site-specific coat ash impoundment closure
plans or excavation plans in advance of closuse plans. These plans and all associated permits must be approved by NCDEQ: before any excavation or closure work can begin,

In Septenber 2014, Duke Energy Carolinas executed a consant agreement with the South Carelina Department of Health and Environmental Centro! (SCDHEC) requiring the
excavation of an inactive ash basin and ash fil area at the W.S. Lee Steam Station. As part of this agreement, in December 2014, Cuke Energy Carolinas filed an ash rermoval
plan and scheduls with SCOHEC. In April 2015, the federal CCR rules wers published and Duke Enargy Carolinas subsequently executed an agreerment with the conservation
groups Upstate Forever and Save Our Saluda that requires Duke Energy Carolinas to remediate all active and inactive ash storage areas at the W.S. Lee Steam Station. Coal-
fired generation at W.S. Lee ceased In 2014 and unit 3 was converted to natural gas in March 2015. In July 2015, Duke Energy Progress executed a consent agreement with
the SCOHEC requiring the excavation of an inactive ash fill area at the Robinson Plant within eight years. The Robinson Plant and W.S, Lee Station sites are required to be
closed pursuant to the recentiy issued CCR rule and the provisions of these consent agreements are consistent with the federal CCR closure requirements,

Asset retirament obligations recorded on the Duke Energy Carclinas and Duke Energy Progress Condensed Consolidated Balance Sheets at September 30, 2015 and
December 31, 2014 Inchude the legal cbligation for closure of coal ash basins and the disposal of related ash as a result of the Coal Ash Act, the EPA's CCR rule and other
agreements. Cost recovery for future expenditures will be pursued through the normal ratemaking process with federal and state utility commissions, which permi recovery of
necessary and prudently incusred costs associated with Duke Energy’s regulated operations. See Note 7 for additional information.

Coal Combustion Residuals

On April 17, 2015, the EPA published in the Federal Register a rule to requlate the disposal of CCR from electric utilities as solid waste. The federal regulation classifies CCR as
nonhazardous waste under Subfitte D of the Rescurce Conservation and Recovery Act and allows beneficial use of CCRs with some restrictions. The regulation applies to all
new and existing landfills, new and existing surface impoundments receiving CCR and existing surface impoundments that are no longer receiving CCR but contain liquid
located at stations currently generating electricity {regardless of fuel source), The rule establishes requirements regarding landfill design, structura! integrity design and
asssssment criteria for surface impoundments, groundwater monitoring and protection procedures and other operational and reporting procedures to ensure the safe disposal
and management of CCR, In addition to the requirements of the federal CCR regulation, CCR landfils and surface impoundments will continue to be independently regulated by
rmost states. Duke Energy records an asset retirernent obligatkon when it has a legal obligation to incur retirement costs associated with the retirernent of a long-lived asset and
the obligation can be reasonably estimated.

Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Ohlo and Duke Energy Indiana recorded additional asset ratirement obligation amounts In the
second quarter of 2015 as a result of the EPA's CCR rule, Cost recovery for future expenditures will be pursued through the normal ratemaking process with federal and state
utility commissions, which permit recovery of necessary and prudently incurred costs associated with Duke Energy's regulated operations. Ses Note 7 for additional
information,
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LITIGATICN
Duke Energy
Ash Dasin Shareholder Derivative Lifigaiion

Five shareholder derivative lawsuits were filed in Delaware Chancery Court relating to the release at Dan River and to the managemant of Duke Energy’s ash basins, On
October 31, 2014, the five fawsuits were consolidated in 3 single proceeding tited "In Re Duke Energy Corporation Coal Ash Derbvative Litigation,” On Degcember 2, 2014,
plaintiffs filed a Corrected Verified Consolidated Shareholder Derivative Complaint (Consalidated Complaint), The Consolidated Complaint names as defendants several current
and former Duke Energy officers and directors (collectively, the “Duke Energy Defendants™}. Duke Energy is named as a nominaj defendant,

The Consolidated Complaint alleges the Duke Energy Defendants breached their fiduclary duties by falling 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
corporata waste [relating to the money Duke Energy has spent and will spend as a result of the fines, penalties and coal ash removal) and unjust enrichment (relating to the
compensation and director remuneration that was recaived despite these alleged breaches of fiduclary duty). The lawsuit seeks both injunctive rellef against Duke Energy and
restitution from the Duke Energy Defendants. On January 21, 2015, the Duke Energy Defendants filed a Motion to Stay and an alternative Motion to Dismiss. On August 31,
2015, the court issued an order staying the case through Novernber 15, 2015. In October 2015, the Duke Energy Defendants provided an update to the court on the related
coal ash litigation,

On March 5, 2015, sharsholder Judy Mesirov filed a sharehclder derivative complaint {Mesirov Complaint) in Neorth Carolina state court. The lawsuit, styled Mesirov v. Good, is
simifar to the consolidated derivative action pending In Delaware Chancery Court and was filed against the same current directors and former directors and officers as the
Delaware litigation. Duke Energy Corporation, Duke Energy Progress and Duke Energy Carolinas are named as nominal defendants. The Mesirov Complaint alleges that the
Duke Energy Board of Directors was awara of Clean Water Act {CWA} compliance issues and fallures to maintain structures in ash basins, but that the Board of Directors did
not require Duke Energy Carolinas and Duke Energy Progress 1o take actlon to remedy deficiencles. The Mesirov Complaint further alleges that the Board of Directors
sanctioned activities to avoid compliance with the law by allowing improper influence of NCDEQ to minimize regulation and by opposing previously anticipated citizen suit
Itigation, The Mesirov Complaint seeks corporate governance reforms and damages relating to costs associated with the Dan River release, remediation of ash basins that are
out of compliance with the CWA and defending and payment of fines, penaliles and settlements relating to criminal and civil investigations and lawsuits.

In addition to the above derivative complaints, Duke Energy has also received two shareholder [tigation demand letters. On May 28, 2014, Duke Energy received a sharsholder
litigation demand letter sent on behalf of shareholder Mitchell Pinsly. The letter alleges that the members of the Board of Directors and certaln officers breached their fiduciary
duties by allowing the company to illegally dispose of and store coal ash pollutants. The letter demands that the Board of Directors take action to recover damages associated
with thosa breaches of fiduciary duty; otherwise, the attorney wil file a shareholder derivative action. By letter dated July 3, 2014, counsei for the shereholder was informed that
the Board of Directors appointed a Demand Review Committee to evaluate the allegations in the demand letter.

On March 24, 2015, Duke Energy received a shareholder litigation demand letter sent on behalf of shareholder Sau! Bresalier. The letter alleges that the members of the Board
of Directors and centain officers breached their fiduciary duties in their management of Duke Energy's environmentel practices, as well as in their decision-making relating 1o the
leadership changes following the close of the Progress Energy merger in July 2042, The letter demands that the Board of Directors take action to recover damages associated
with those alleged breaches of fiduciary duty; otherwiss, the attorney will file a shareholder derivative action. In May 2015, counsel for the shareholder was informed that the
matter had been referred to the Demand Review Committes,

By letter dated September 4, 2015, attorneys for the shareholders were informed that, on the recommendation of the Demand Review Committee, the Board of Directors
concluded nct to pursue potential claims against individuals. Shareholder Mitchell Pinsly sent a formal demand for recerds and Duke Energy is responding to this request.

On October 30, 2015, shareholder Saul Bresalier filed a shareholder derivative complaint {Bresalier Complaint) in the U, &, District Court for the District of Delaware, The lawsuit
alleges that the Duke Energy Defendants breached their fiduciary duties in connection with coal ash environmental issues, the post-merger change in Chief Executive Officer
and oversight of political contributions., Duke Energy is named as a nominal defendant, The Bresalier Complaint contends that the Demand Review Committee failed to
appropriataly consider the shareholder’s earlier demand for litigation and improperly decided not to pursue claims against the Duke Energy Defendants.

It is not possible to predict whether Duke Energy will incur any liability or to estimate tha damages, if any, it might incur in connection with these matters.
Ash Basin Sharecholder Securities Litigation

On May 26, 2015, Plaintiff E.F, Greenberg (Plaintif) fled a 'awsuit against the members of the Duke Energy Board of Diractors (the Board} alleging violations of Section 14(a) of
the Exchange Act for false or misleading statements contained in Duke Energy's 2015 Proxy Statement. The plaintiff contends the Board caused Duke Energy to omit material
facts from the 2015 Proxy Statement that a reasonable shareholder would consider important in casting a vote, especially with respect to the election of directors. Accordingly,
Plaintiff alleges that shareholdars were misled in casting thelr votes. Plaintiff seeks a determination that the 2015 Proxy Statement was false and misleading, an order from the
court invalidating all votes from the Annual Meeting and requiring a revised 2015 Prexy Statement, as well as attorneys’ fees. On July 31, 2015, the deferdants fied a Motion to
Dismiss the case. On October 2, 2015, the Plaintiff filed a Motion for Summary Judgment. On October 30, 2015, the parties signed an agreement whereby the Plaintiff will
voluntarily dismiss the case. The terms of the agreement are immatarial o Duke Energy. : :
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Prograss Energy Merger Shareholder Litigation

Duke Energy, the 11 members of the Board of Directors who were alse members of the pre-merger Board of Directors {Legacy Duke Energy Diractors) and certain Duke
Energy officers are defandants in a purported securities ¢lass action lawsuit (Niernan v. Duke Energy Corporation, ef af). This lawsuit consofidates three lawsuits criginally filed
in July 2012 and Is pending in the United States District Court for the Western District of North Carelina. The plaintiffs allege federal Securities Act and Exchange Act claims
based on allegations of materially false and misleading representations and omissicns in the Registration Statement filed on July 7, 2011, and purportedly incorporated into other
documents, all in connection with the pest-marger change in Chief Executive Officer (CEQ),

On August 15, 2014 the parties reached an agreement in principle to seitle the litigation, On March 10, 2015, the parties filed a Stipulation of Settlement and a Motlon for
Praliminary Approval of the Setflement. 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 milllon into the settlement 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 on Novemnber 2, 2015.

©On May 31, 2013, the Delaware Chancery Court consolidated four shareholder derivative lawsuits fled in 2012. The Court also appointed a lead plaintiff and counsel for plaintiffs
and designated the case as In Re Duke Enargy Corporaffon Daerivative Liligation. The lawsuit names as defendants the Legacy Duke Energy Directors. Duke Energy is named
as a nominaj defendant. The case alleges claims for breach of fiduciary duties of loyalty and care in connection with the post-merger change in CEO. The casa is stayed
pending resoluticn of the Nleman v. Duke Energy Corporalion, et al. case in North Carolina,

Two shareholder Derivative Cemplaints, fled in 2012 in federal district court in Delaware, were consolidated as Tansey v. Rogers, at al. The case alleges claims for breach of
fiduciary duty and waste of corporate assets, as well as claims under Section 14(a) and 20{a) of the Exchange Act. Duke Energy is named as a nominal defendant. Pursuant to
an order entered on September 2, 2014, the court administratively closed this consolidated derivative action. The parties filed a status report with the court on December 1,
2014, and will continue to do so every six months thereafter until the Nieman v. Duke Energy Corporaticn, et al. case in Morth Carolina has been resclved.

It is not possible to predict whether Duke Energy will incur any liability or to estimate the damages, I any, it might incur in connection with the remaining litigation.
Price Reporting Cases

Five lawsuils filed against a Duke Energy aifiliate, Duke Energy Trading and Marketing, L1.C, and other energy companies remain pending in a consolidated, single federal court
proceeding in Nevada. Each of these lawsuits contains similar claims that defendants alegedly manipulated natural gas markets by various means, including providing false
information to natural gas trade publications and entering into unlawful arrangements and agreements in viclation of the antitrust laws of the respective states, Plaintiffs seek
damages in unspecifisd 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 subsequently reversed the
lower court’s decision, Qn April 21, 2015, the Supreme Court affrmed the U.S. Court of Appeals decision, The case has been reassigned to the same consolidated federal court
proceeding in Nevada for further proceedings,

It is not possible to predict whether Duke Energy wil incur any liabilty or to estimata the damages, if any, it might incur in connection with the remaining matters.
Brazif Expansion Lawsuit

©On August 8, 2011, the State of S3o Paulo sued Duke Energy International Geracao Paranapenema S.A. {DEIGP) in Brazilan state court. The lawsuit cfaims DEIGP is under a
continuing obligation to expand installed generation capacity in the State of Sdo 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 fc present a detailed expansion plan in satisfaction of the 15
percent obligation. DEIGP has previously taken a position that the expansion obligation is no longer viable given changes that havé occurred in the elactric energy sector since
privatization. DEIGP submitted its proposed expansion plan on November 11, 2011, but reserved objections regarding enforceability. In January 2013, DEIGP fled appeals in
the federal cours, which are still pending, regarding various procedural issues. A decision on the merits in the first instance court is also pending. 1t Is not possible to predict
whether Duke Energy will incur any liability or to estimate the damages, if any, & might incur in connection with this matter.

Brazit Generation

Record drought conditions in Brazil continus to impact Duka Energy International, Geracao Paranapanema S.A. (DEIGP}. A number of electric generators have [iled lawsuits
seeking relief in the Brazilian courts to mitigate hydrological exposura and diminishing dispatch levels. Some courts have granted injunction crders to limit the financiat exposure
of certain generators, The implication of these orders Is that cther electricity market participants not covered by the injunctions may be required to compensate for the financial
impact of the liablity limitations. The Indepandent Pewer Producer Assoclailon (APINE} fied ona such lawsuit on behalf of DEIGF and other hydroelectric generators against the
Brazilian electric regulatory agency. On July 2, 2015, an injunction was granted in favor of APINE limiting the financial exposure of DEIGP and the other plaintifl generators, until
the merits of the laws Uit are determined. The APINE decision is subject to appeal and the outcome of these lawsuits is uncertain. 1t is not possible to predict the impact to Duke
Energy from the outcome of these matters.

52




KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015

PART | Page 62 of 169

DUKE ENERGY CORPORATION — DUKE ENERGY CAROLINAS, LLC - PROGRESS ENERGY, INC. -
DUKE ENERGY PROGRESS, LLC — DUKE ENERGY FLORIDA, LLC — DUKE ENERGY OHIO, ING, — DUKE ENERGY INDIANA, INC.
Combined Notes to Condensed Consolidated Financial Statements — {Continued)
{Unaudited)

Duke Energy Carolinas and Duke Energy Prograss

NCDEQ Notices of Violation (NOV)

In August 2014, NCDEQ issued an NOV fer alleged groundwater violations at Duke Energy Progress' L.V. Sutton Plant. On March 10, 2015, NCDEQ issved a civil penalty of
approximately $25 milion to Duke Energy Progress for environmental damages related to the groundwater contamination at the L.V. Sutton Plant. On April 8, 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. Duka Energy Progress responded to NCDEQ regarding this NOW.

On September 29, 2015, Duke Energy Progress and Duke Energy Carclinas entered into a settlement agreement with NCDEQ resolving all former, current and future
groundwater issues at all Duke Energy Carelinas and Duke Energy Progress coal facilities in North Carolina. Under the agreement, Duke Energy Progress will pay
approximately $6 milion and Duke Energy Carolinas will pay approximately $1 millon, In addition 1o these payments, Duke Energy Progress and Duke Energy Carolinas wil
accelerate remediation actions at the Sutton, Asheville, Belews Creek and H.F. Lee Plants. The court entered a consent order resolving the contested casa relating to the
Sutton plant and NCDEQ rescinded the NOVs relating to alleged groundwater violations at both the Sutton and Asheville plants.

On Octobar 13, 2015, the SELC, representing multiple conservation groups, filed a lawsuit in North Carolina Superior Court sesking judicial review of the order approving the
setlement agreement with NCDEQ. The conservation groups contend that the Administrative Judge exceeded his statutory authority in approving a settlement that provided for
past, present, and future resolution of groundwater issues at facilties which were not at issue in the penaity appeal. It is not possible to predict the outcome of this matter.

NCDEGQ State Enforcement Actions

In the first quarter of 2013, non-government environmental organizations sent notices of intent to sue Duke Energy Carolinas and Duke Energy Progress related to alleged
groundwater violations and CWA violations from coal ash basins at two of their coal-fired power plants in North Carolina, NCDEQ fied enforcement actions against Duke Energy
Carolinas and Duke Energy Progress alleging violations of water discharge permits and North Carolina groundwater standards. The case against Duke Energy Carolinas was
filed In Mecklenburg County Superior Court. The case against Duke Energy Progress was filed in Wake County Superior Court. The cases are belng heard before a single
judge.

On October 4, 2013, Duke Energy Carolinas, Duke Energy Progress and NCDEQ negotiated a proposed consent order covering these two plants. The consent order would
have assessed civil penalties and imposed a compliance schedule requiring Duke Energy Carolinas and Duke Energy Progress to undertake monitoring and data collection
activities toward making appropriate corrective action to address any substantiated violations. In light of the coal ash release that occurred at Dan River on February 2, 2014,
on March 21, 2014, NCDEQ withdrew its support of the consent orders and requested that the court proceed with the Itigation,

On August 16, 2013, NCDEQ filed an enforcement action against Duke Energy Carolinas and Duke Energy Progress related to their remaining plants in North Carcling, alleging
violations of the GWA and violations of the North Carolina groundwater standards. The case against Duke Energy Carolinas was filed in Mecklenburg Gounty Superior Court.
The case against Duke Energy Progress was filed in Wake Gounty Superior Court. Beth of these cases have been assigned to the judge handling the enforcement actions
discussed above. The Southern Environmental Law Center {SELC}, on behalf of several environmental groups, has been permitted to intervene in these cases.

On July 10, 2015, Duke Energy Carolinas and Duke Enargy Progress filed Motions for Partial Summary Judgment in the case on the basis that there is no longer either a
genuine contreversy or disputed material facts about the relief for seven of the 14 Nerth Carolina plants with coal ash basins. On Septemnber 14, 2015, the court granted the
Motions fer Partial Summary Judgment pending court approval of the terms through an order. The court requested the parties reach agreement on the language of the order by
October 30, 2015, or submit separate proposed orders and objections on November 2, 2015, Deadlines for discovery and motions for the remaining seven plants were
axtended by 180 days.

It is not possible to predict any lablity or estimate any damages Duke Energy Carolinas or Duke Energy Progress might incur in connection with these matters,
North Carvlina Declaratory Judgment Action

On October 10, 2012, the SELC, on behalf of the same environmental groups that werae permitted to challenge the consent decrees discussed above, fled a pstition with the
North Carolina Environmental Management Gommission {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 interpretation of regulations that permitted NCDEQ to assess the extent, cause and significance of any groundwater
contamination before ordering action to eliminate the source of contamination, among other issues. Duke Energy Carolinas and Duke Energy Progress weore both permitted to
intorvene in the matter. Qn December 3, 2012, the EMC affirmed this interpretation of the regulations.

On March 6, 2014, the North Carolina State Court judge overiurned the ruling of the EMC holding that in the case of groundwatar contamination, MCDEQ was required to 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 groundwater was conducted. Duke Energy Carolinas, Duke Energy Progress and the EMC appealed the ruling in April 2014. On May 16, 2014, the North Carolina Court of
Appeals denied a petition to stay the case during the appeal. On Cctober 10, 2014, the parties wera notified the casa 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 opinlon in faver 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,
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Federal Citizens Suits

There are currently five cases filed in varlous North Carolina federal cousts contending that the NCDEQ state enforcement actions discussed above do not adequately address
the issues raised in the notices of intent 1o sue related 1o the Riverbend, Suiton, Cape Fear, B.F. Lee and Buck plants.,

On June 11, 2013, Catawba Riverkeeper Foundation, Inc, {Catawba Riverkeerer) filed a separate action in the United States Court for the Western District of North Carolina.
The faws uit contends the state enforcement action discussed above does not adequately address issues raised In Catawba Rivarkeeper's notice of intent to sue relating to the
Riverbend Steam Station, On April 1, 2014, the Court denied Catawba Riverkeeper's objections to the Magistrate Judge's recommendation that plaintiffs case be dismissed as
well as Duke Energy Carelinas’ motion to dismiss. The Court allowed limited discovery, after which Duke Energy Carolinas may file any renewed motions to dismiss. On August
13, 2015, the court issued an order suspending all proceedings until further order from the court.

On September 12, 2013, Cape Fear River Waich, Inc., Sierra Club and Waterkeeper Allance filed a citizen sult in the Fedaral District Court for the Eastern District of North
Carolina. The lawsuit alleges unpermitted discharges to surface water and groundwater violations at the Sutton Plant. On June 9, 2014, the court granted Duke Energy
Progress' request to dismiss the groundwater claims but refected its request to dismiss the surface water claims. In response to a motion filed by the SELC, on August 1, 2014,
the court modifled the original June 9order to dismiss only the plaintiif's federal law claim based on hydrologic connections 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 cases wers filed by varlous environmental groups: (i) a citizen sut in the United States Court for the Middle District of North Carolina alleging
unpermitted discharges to surface water and groundwater viclations at the Cape Fear Plant; (il a citizen suit 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 (iil} a citizen suit in the United States Court for the Middle District of North
Carolina alleging unpermitted discharges to surface water and groundwater violatlons at the Buck Steam S$tation, Motions to $tay or Dismiss the proceedings were filed in each
of the three cases. The proceedings 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
proceadings.

It is not possible to predict whether Duke Energy Carelinas or Duke Energy Pregress will incur any liability or to estimate the damages, if any, they might incur in connection with
these matters.

North Carofina Ash Basin Grand Jury Investigation

As a result of the Dan River ash basin water release discussed above, NCDEQ issued a Notice of Violation and Recommendation of Assessment of Civil Penalties with respect
fo this matter on February 28, 2014, which the company responded to on March 13, 2014, Duke Energy and certaln Duke Energy employees received subpoenas issued by
the United States Attorney for the Eastern District of Morth Caralina in connection with a criminal investigation related 1o all 14 of the North Carolina facilties with ash basins and
the nature of Duke Energy's contacts with NCDEQ with respect to those facilities. This is a multidistrict investigation that also involves state law enforcement authorities.

On February 20, 2015, Duke Energy Carolinas, Duke Energy Progress and Duke Energy Business Services LLC (DEBS), a wholly owned subsidiary of Duke Energy, each
entered into Plea Agreements in connection with the investigation intiated by the United States Department of Justice Environmental Crimes Section and the United States
Attorneys for the Eastern District of North Carolina, the Middle District of North Carolina and the Western District of North Carolina {collectivaly, USDOJ). On May 14, 2015, the
United States Disteict Court for the Eastern District of North Carolina approved the Plea Agreements,

Under the Plea Agreemenls, DEBS and Duke Energy Progress pleaded guily 1o four misdemeanor CWA, violations related to violatlons at Duke Energy Progress' H.F, Lee
Steam Electric Plant, Cape Fear Steam Electric Plant and Asheville Steam Electric Generating Plant. Duke Energy Carolinas and DEBS pleaded guilty to five misdemeanor CWA
violations related to violations at Duke Energy Carolinas’ Dan River Steam Station and Riverbend Steam Station. DEBS, Duke Energy Carclinas and Duke Energy Progress also
agreed (i) to a five-year probation period, {ii) to pay a total of approximately $68 million in fines and restitution and $34 million for community service and mitigation (the
Paymants), {ii)) to fund and establish envirenmental compliance plans subject to the oversight of a court-appointad monitor In addition to certain other conditions set out in the
Plea Agreements. Duke Energy Carelinas and Duke Energy Progress also agree to each maintain $250 milion under their Master Credit Facifly as security to mest their
obligations under the Plea Agreements. Payments under the Plea Agreements will be borne by sharehclders and are not tax deductible. Duke Energy Corporation has agreed to
issue a guarantee of all payments and parformance due from DEBS, Duke Energy Carolinas and Duke Energy Progress, including but not limited to payments for fines,
restitution, community service, mitigation and the funding of, and cbligatiens under, the environmental compllance plans. Payment of the amounts relating to fines and restitution
were made between May and July 2015, Duke Energy Carclinas and Duke Energy Progress each have a remaining liability of $5 million in Accounts payable within their
respective Condensed Consclidated Balance Sheels as of September 30, 2015,

On May 14, 2015, Duke Energy reached an Interim Administrative Agreement with the U.S. Environmental Protection Agency Qffice 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 environmeantal and ethical compliance, subject to the oversight of an independant monitor. The Plea Agreements do not cover pending civil claims
related to the Dan River ¢oal ash release and operations at other North Carolina coal plants.
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Potential Groundwater Gontamination Claims

Beginning in May 2015, a number of residents living in the vicinity of the North Carclina facilities with ash basins received letters from NCDEQ advising them not to drink water
from the private wells on their land tested by NCDEQ as the samples were found {o have certain substances at levels higher than the criteria set by the North Carclina
Dapartment of Health and Human Services (DHHS). The criteria, in some cases, are considerably more stringent than federal drinking water standards established to protect
human health and weifare. The Ceal Ash Act requires additional groundwater monitoring and assessments for each of the 14 coakfired plants in Morth Carolina, including
sampling of private water supply wells. The data gathered through these comprehensive groundwater assessments will be used to determinge whether the water quality of these
private water supply wells has been adversely impacted by the ash basins. Duke Energy has submitted Comprehensive Site Assessment Reports (CSAs) documenting the
results of extansive groundwater monitering arcund coal ash basins at all 14 of the planis with ccal ash basins. CSAs are requirad by the Coal Ash Act for all North Carolina
facilities with coal ash impoundmants. Data from these reports wil be used by NCDEQ to assess whather the private watar supply wels have baen impacted by contarnination
from ash basins, Generally, the data gathered through the instalation of new monitoring welis and soil and water samples across the state have been consistent with historical
data provided to state regulators over many years. Tha DHHS and NCDEC sent follow-up letters on Qctober 15, 2015 to residents near coal ash plants who have had thelr
wells tested, stating that private weli samplings at a considerable distance from coal ash impoundments, as well as sorme municipal water supplies, contain similar levels of
vanadium and hexavalent chromium which leads investigators to believe thesa constituents are naturally eccurring, It is not possible to estimate the maximurn exposure of loss,
it any, that may ogcur in connection with claims which might ba made by these residents,

Duke Energy Carolinas
New Source Review

In 1999-2000, the U,S, Department of Justice (DOJ) on behalf of the EPA fled a number of complaints and notices of violation against multiple utiities, including Duke Energy
Carolinas, for alleged viclations of the New Source Review {NSR) provisions of the Clean Air Act (CAA). The government alleges the utilities violated the CAA when undertaking
certain maintenance and repair projects at certain coal plants without (i) obtaining NSR permits and (ii) installing the best available emission controls for sulfur dioxide, nitrogen
oxide and particulate matter. The complaints seak the installation of pollution control technology on generating units that allegedly violated the CAA, and unspecified civi
penalties in amounts of up to $37,500 per day for each violation.

In 2000, the government sued Duke Energy Carolinas in the .S, District Court In Greensboro, North Carolina, ¢laiming NSR violations for 29 projects performed at 25 of Duke
Energy Carolinas’ coal-fired units. Duke Energy Carolinas asseris there were no CAA violations bacause the applicable regulations do not require NSR parmitting in cases
whare the projects undertaken are routine or otherwise do not result in an increase in emissions. In 2011, the parties filed a stipulation agreeing to dismiss with prejudice all but
13 claims at 13 generating units, 11 of which have sTce been retired. On Qctober 20, 2015, tha Court approved and entered a consent decree to resolve this matter. Under the
consent decres, Duke Energy Carolinas will ratira by the and of 2024 the remaining units at the Allen plant that are part of the litigation as well as a third unit that is not part of the
litigation. Prior to closure, Duke Energy Carolinas will comply with new, lower emissions limits at the Allen units named in the litigation, Additionally, Duke Energy Carolinas will
spend approximately $4 milion on envircnmental projects and donations and pay a civil panalty of approximately $1 milion. The Condensed Consolidated Statements of
Qperations and Comprehensive Income include a charge of $2 million in Operations, maintenance and cther for the three and nine months ended Septamber 30, 2015, The
Condensed Consolidated Balances Sheets inciude $3 million in Other within Investments and Other Assets and $5 million in A¢counts payable within Current Liabilities as of
September 30, 2015.

Asbestos-refated Infuries 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 fo have arisen from exposure to or use of asbestos in connection with construction and maintenance activities conducted on is electric generation
plants prior to 1985. As of September 30, 2015, there were 150 assarted claims for ron-malignant cases with the cumulative relief sought of up to $37 million, and 63 asserted
claims for malignant cases with the cumulative relief scught of up to $9 million. Based on Duke Energy Carolinas’ experience, it is expected that the ulimate resolution of most of
these claims kely will be less than the amount claimed.

Duke Enargy Carolinas has recognized asbestos-related reserves of $551 millon at September 30, 2015 and $575 milion at December 31, 2014. These reserves are classified
in Other within Deferred Credits and Qther Liabilities and Other within Current Liabilities on the Condensed Consolidated Balance Sheets, 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 Incorporate anticipated inflation. In light
of the uncertainties inherent in a longer-term forecast, management does not believe they can reasonably estimate the indemnity and medical costs that might be incurred after
2033 refated to such potential claims. It is possible Duke Energy Carolinas may incur asbestos liabilities in excess of the recorded reserves.

Duke Energy Carolinas has third-party insurance to cover certain losses related to asbestos-related injuries and damages above an aggregate self-insured retention. Duke
Energy Carolinas' cumulative payments began to exceed the self-insurance retention in 2008, Future payments up io the policy limit will be reimbursed by the third-party
Insurance carrier. The insurance policy limit for potential future insurance recoveries indemnification and medical cost claim paymenis is $847 milion In excess of the sel-
Insured retention. Recelvables for insurance recoveries were $599 milion at September 30, 2015 and $616 million at December 31, 2014. These amounts are classfied in Other
within Invesiments and Other Assets and Receivables on the Condensed Consolidated Balance Sheets. Duke Energy Carolinas is not aware of any uncertaintles regarding the
legal sufficiency of insurance claims. Duke Energy Carclinas believes the insurance recovery asset is probable of recovery as the insurance carrier continues to have a strong
financial strength rating,
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Duke Energy Florida
Westinghouse Contract Litigation

©n March 28, 2014, Duke Energy Florida filed a lawsuit against Westinghouse in the U.S. District Gourt for the Western District of North Carolina. The lawsuit seeks recovery of
$54 milion in milestone payments in excess of work performed under the terminated engineering, procurement and construction agreement (EPC) for Levy as well as a
determination by the court of the amounts due to Westinghouse as a result of the termination of the EPC.

©n March 31, 2014, Westinghousa filed a lawsuit against Duke Energy Florida in U.S. District Court for the Western District of Pennsylvania. The Pennsylvania lawsuit alleged
damages under the EPC in excess of $510 milion for engineering and design work, costs to end supplier contracts and an alleged terrmination fee.

On June 9, 2014, the judge in the North Carolina case ruled that tha litigation will proceed in the Westarn District of North Carclina. In November 2014, Westinghouse filed a
Motion for Partial Judgment on the pleadings, which was denied on March 30, 2015. Tria! is set for June 2016. It s not possible to predict the outcome of the litigation and
whether Duke Energy Florida will insur any liability for terminating the EPC 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 operations, financial position or cash flows of Duke Energy Florida, However, appropriate regulatory recovery will
be pursued for the retall portion of any costs incurred in connection with such resolution.

Duke Energy Ohlo
Antitrust Lawsult

In January 2008, four plaintiffs, including Individual, industrial and nonprofit customers, filed a lawsuit against Duke Energy Ohio in federal court in the Southern District of Ohio,
Plaintifts alleged Duke Energy Ohio conspired to provide inequitable and unfair price advantages for certain large business consumers by entering into nonpublic aption
agreements in exchange for their withdrawal of challenges to Duke Energy Ohlo’s Rate Stabilization Plan implemented in early 2005. In March 2014, a federal judge certified this
matter as a class action, Plaintiffs allege claims for antitrust violations under the federal Robinson Patman Act as weli as fraud and conspiracy allegations under the federal
Racketeer influensed and Corrupt Organizations statute and the Qhio Corrupt Practices Act,

©n October 21, 2015, the parties received praliminary court approval for a settlemant agreement. A liflgation settlement reserve was recaorded for the full amount of $814 million
and classified in Other within Current Liablities on Duke Energy Ohlk's Condensed Consolidated Balance Sheats as of Septermber 30, 2015, Duke Energy Ohio recognized the
full amount in (Loss}) Income From Discontinued Operations, net of tax in the Condensed Consoalidated Statements of Operations and Comprehensive Income for the nine
months ended September 30, 2015. See Note 2 for further discussion on the Midwest Generation Exit.

W.C. Beckjord Fuel Release

On August 18, 2014, approximately 9,000 gallons of fuel oil were inadvertently discharged into the Ohio River during a fuel oil transfer at the W.GC. Beckjord generating plant. The
Ohio Environmental Protection Agency (Chio EPA) issued a Notice of Violation related to the discharge. Duke Energy Chio Is cooperating with the Ohlo EPA, the EPA and the
L).S, Attorney for the Southern District of Ohio. No Notice of Violation has been issued by Lhe EPA and no civil or criminal penalty amount has been established. Total repair and
remediation costs related to the release were not material. Other costs related to the releass, including state or federal civil or criminal enforcement proceedings, cannot be
reasonably estimated at this time.

Duké Energy Indiana
Edwardsport IGCC

On December 11, 2012, Duke Energy Indiana filed an arbitration action against General Electric Company and Bechtel Corparation in connection with their work at the
Edwardsport 1GCC facilty. Duke Energy Indiana sought damages equaling some or all of the additional costs incucred in the construction of the project not recovered at the
IURC. The arbitration hearing concluded in December 2014, On May 6, 2015, the arbitration panel issued its final decision unanimously dismissing all of Duke Energy Indlana’s
claims. This ruling resolves all outstanding issues in the arbitration,

Gther Litigation and Legal Proceedings

The Duke Energy Registrants are involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which involve significant amounts.
The Duke Energy Registrants believe the final disposition of these proceedings wil not have s material effect on their resulls of operations, cash flows or financial position.
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The table below presents recorded reserves based on management's best estimate of probable loss for legal matters, excluding asbestos-related reserves. Reserves are
classified on the Cendensed Consolidated Balance Sheets in Other within Deferred Credits and Other Liabilities and Accounts payable and Other within Gurrent Liabiities. The
reasonably possible range of loss in excess of recorded reserves is not material, other than as described above.

{in millions) September 30, 2015 December 31, 2014
Reserves for Legal Matters o _ o o _ o - ) : L
Duke Energy $ 178 § 323
Duke Energy Carcinas ~ ~ - S g2 72
Progress Energy 74 93
Duke Energy Progress IR . 2 ' S ar
Duke Energy Florida 36 6
Duke Energy Ohio B ' ' : o : _ 81 -

OTHER COMMITMENTS AND CONTINGENCIES
General

As part of their normal business, the Duke Energy Registranis are party to various financlal guarantees, performance guarantees and other contractual commitments to extend
guarantees of credit and other assistance to various subsidiaries, investees and ciher third parties. These guarantees involve elements of performance and creddt risk, which
are not fully recegnized on the Condensed Consclidated Balance Sheels and have unlimited maximum potential payments, However, the Duke Energy Registrants do not
believe thesa guarantees wil have a material effect on their resulis of cperations, cash flows or financial posftion.

In addition, the Duke Energy Registrants enter into various fixed-price, noncancelable commitrents to purchase or sell power, take-or-pay arrangements, transportation, or
throughput agreements and other contracts that may or may not be recognized on thelr respective Gondensed Consclidated Balance Sheets. Some of these arrangements
may be recognized at fair value on their respective Condensed Consolidated Balance Sheets if such contracts meet the definition of a derivative and the normal
purchase/normal sale {NPNS) exception does not apply. In most cases, the Duke Energy Rogistrants’ purchase obligation contracts contain pravisions for price adjustments,
minimum purchase levels and other financial commitments,

6. DEBT AND CREDIT FACILITIES
SUMMARY OF SIGNIFICANT DEBT ISSUANCES

The following table summarizes significant debt issuances (in milions).

Nine Months Ended
September 30, 2015

Duke Duke

Maturity Interest Duke Energy Energy
Issuance Date Date Rate Energy Carolinas Progress
First Mortgage Bonds
March 20156 S  June204s - 3750% $ - 500 S 500 5. -
August 2015® August 2025 3.250% 500 — 500
August 2015® . o _ August 2045 4.200% 7 700 - . 700
Total isswances $ 1,700 § 500 § 1,200
(a} Proceeds were used to redeern at maturity $500 million of first morigage bonds due October 2015,
(b} Procesads weare used to repay short-term monay pool and commercial paper borrowings issued to fund a portion of the NCEMPA acquisition, see Nate 2 for further

information. Additionally, proceeds will be used to refinance at maturity $400 milion of first mortgage bonds due December 2015.
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CURRENT MATURITIES OF LONG-TERM DEBT

The following table shows the significant components of Current maturities of long-term debt on the Condensed Consolidated Balance Shests. The Duke Energy Registrants
currently anticipate satisfying these obligations with cash on hand and proceeds from additiona! borrowings.

{(in millions) Maturity Date Interest Rate Septemnbar 30, 2015
Unsecured Debt . ) _' ' o ) .
Progress Energy (Parent) ) ‘ January 2016 5.625% §$ 300
Duke Energy Indiana . : ) ) . ] . B Jurie‘2016” . 6.05% 325
First Mortgage Bonds

Duke Energy Carolinas o S october201s 5300% D
Duke Energy Florida November 2015 0.650% 250
Duke Energy Florica . ' o o "~ ODecemper2015 . . 5100% 300.-
Duke Energy Progress December 2015 5.250% 7 400
Duke Energy Indiana - o _ ~ Juy2et6  063%% . 150
Other n
Current maturities of long-term debt ' ' ' : '3 _ 2,536

MASTER CREDIT FACILITY

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion through January 2020. The Duke Energy Registrants, excluding Progress Energy (Parent), have
horrewing capacity under the Master Credit Facilly up to a specifled sublimit for each borrower. Duke Energy has the unilateral ability at any time to increase or decrease the
borrowing sublimits of each borrower, subject to a maximum sublimit for each borrower. The amount available under the Master Credit Faciity has been reduced to backstop
issuances of commergial paper, cartain letters of credit, variable-rate demand tax-exempt bonds that may ba put to the Duke Energy Registrants at the option of the holder and
as saecurity to meet obligations under the Plea Agreaments. Tha table below includes tha currant borrowing sublimits and available capacity under the Master Credit Facility,

September 30, 2015
Duke Duke Duke Duke Duke Duke
Duke Energy Energy Energy Energy Energy Energy
(in millions) Energy {Parent) Carolinas Progress Florida Ohic Indiana
Facllity: sizefe} ' S $ 7,500 § 3,300 $ - 800 5 - 1300 $- : 1200 0§ 400§ 500
Reduction to backstop Issuances
Commercial paper®! (1783 1318 (300) =T @y (1m0
Outstanding letters of credit {72) (64) {4) (3 {1 - —
Tax-exempt bonds - o (i1e) e (35) = - R (&1).
Coal ash set-asidel® {500) — (250) {250) — — —
Available capacity $ 5019 § 1918 § 211 % 1,047 - $ 1,199 % Ts 0§ 269 ¢
(a) Represents the sublimit of 2ach borrower.
()] Duke Energy issued $475 millan of commercial paper and loaned the proceeds through the meney peol to Duke Energy Carolinas, Duke Energy Ohio and Duke
Energy [ndiana. The balances are classified as Long-Term Debt Payable to Affillated Companies in the Condensed Consolidated Balance Sheets.
(c) On May 14, 2015, the United States District Court for the Eastern District of North Carolina approved the separate Plea Agreements entered into by Duke Energy

Carolinas, Duke Energy Progress and DEBS, a wholly owned subsidiary of Duke Energy, In connection with the investigation initiated by the USDOJ. Duke Energy
Carolinas and Duke Energy Progress are required to each maintain $250 milion of available capaclty under the Master Credit Facility as security to meet their
obligations under the Plea Agreements, in addition to certain other conditions. See Note 5 for further details.

7. ASSET RETIREMENT OBLIGATIONS

COAL COMBUSTION RESIDUALS

Duke Energy records an asset retirement obligation (ARO) when it has a legal obligation to incur retirement costs associated with the retirement of a long-lived asset and the
obligation can be reasonably estimated.
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On April 17, 2015, the EPA published in the Federal Register a rule to regulate the disposal of CCR from electric utilities as solid waste. The federal regulation, which became
effective In Qctober 2015, classifies CCR as nonhazardous waste under Subtitlie D of the Resource Conservation and Recovery Act and allows beneficial use of CCRs with
some restrictions. The regulation applies to all new and existing landfills, new and existing surface impoundments receiving CCR and existing surface impoundments that are no
longer receiving GGR but contain liquid located at stations currently generating electricity (regardless of fuel source). The rule establishes requirements regarding landfill design,
structural integrity design and assessment criteria for surface impoundments, groundwater monitering and pretection procedures and cther operational and reporting
procedures to ensure the safe disposal and management of CCR. In addition to the requirements of the federal CCR regulaticn, CCR landfills and surface impoundments wil
continue to be independenlly regulated by most states. As a result of the EPA rule, Duke Energy Carolinas, Progress Energy, Duke Energy Pregress, Duke Energy Ohic and
Duke Energy Indiana recorded additional asset retirement obligation amounts during the second quarter of 2015. Gost recovery is believed to be probable and will be pursued
through normal ratemaking processes, See footnote 5 for additional information.

The ARO amount recorded that relates to the EPA rule was based upon astimated closure costs for ash basins at seven plants located in South Careling, Indiana and
Kentucky. The amount recorded represents the discounted cash flows for estimated closure costs of these ash basins based upon probability weightings of the potential
closure methods as evaluated on a site-by-site basis. Actual costs to be incurred will be dependant upon factors that vary from site to site. The most significant factors are the
method and time frame of closure at the individuat sites. Closure methods considered include removing the water from the basins and capping the ash with a synthetic barrier,
excavating and relocating the ash to a lined structura! fill or lined landfil, or recycling the ash for concrete or some other baneficial use. The vitimate methed and timetabls for
ciosure will be in compliance with standards set by the EPA rule and any state regulations. The ARQ amount will be adjusted as additional informaticn is gained through the
closure process, including acceptance and approval of compliance approaches which may ¢hange management assumptions, and may result in a material change to the
balance.

The following table presents changes in the liability associated wilh asset retiroment obligations for Duke Energy and the Subsidiary Registrants.

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Pragress Florida Chio indiana
Balance at December 31, 20141 5 8466 - § 3428 § 4,711 § 3,905 §- 806 § 2T 8 32
Acquisitions® 213 _ 204 204 —_ —_ —_
Accretion expensel©) ) - ) L4 I - 123 150 i3 26 2 L LI
Liabilties settied® (274) (107} (153} (53 (100} @ (12)
Liabilities Incurred in the current yeart} ) ) 983 - 178 270 270 = - M6 o Mee
Revisions in estimates of cash flows 47 (23) 40 40 — — —_
Balance at September 30, 2015 $ 9713 § - 3,599 . $ 5222 § 4,489  §° 732. % 143 " § 449 :
(a) Primarily relates to decommissioning nuclear power facilities, closure of ash basins in North Carolina and South Carolina, asbestos removal, closure of landfils at
fossil ganeration facilities, retirement of natural gas mains and removal of renewable energy genesation assets.
(b} Primarily relates to the NCEMPA acquisttion. See footnote 2 for additional Information,
(c) For the nine months ended September 30, 2015, substantially all accretion expense refates o previously established asset retirement obligations from Duke Energy's
regulated electric operations and has been deferred in accordance with regulatory accounting treatment,
(d} Primarily relates to ash basin ciosures in North Carolina and South Carolina and nuclear decommissioning of Crystal River Unit 3 In Florida.
(e} Primarily relates to amounts recorded in the second quarter of 2015 as a result of the EPA's rule for disposal of CCR as solid waste.

Asset retirement cosis associated with the asset retirament obligations for oparating plants and ratired plants are in¢luded in Net property, plant and equipment, and Regulatory
assels, respactively, on the Condensed Consolidated Balance Sheets. The following table summarizes the associated long-lived assets related {o ARQ liabilities incurred during
the nine months ended September 30, 2015.

September 30, 2015
Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Ohio Indiana
Net property; plant and equipment . % 535 § i — % — % 116§ 418
Regulatory Assets 448 17m 270 270 — —
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8. GOODWILL AND INTANGIBLE ASSETS
GOODWILL
The following table preseats goodwill by reportable operating segment for Duke Energy.

Duke Energy

Regulated Intemational Commercial
{in millions) Utilities Energy Portfolio Total
Goodwill at December 31, 2014 (& : 15,950 307 64 16,321 ¢
Foteigrt exchange and other changes — (33} — {33}
Acqulsﬁidns T T ! . S e I S o S
Goodwil at September 30, 2015 3 15950 % 274§ 88 % 16,312
{a} Excludas fuly impaired Geodwlil retated to the nenregulated Midwest generation business which was sold in the second quarter of 2015. Sea Note 2 for further

information related ic the sale.
Duke Energy Chio
Duke Energy Ohio’s Goodwil| balance of $820 million is included in the Regulated Utilities operating segment and presented net of accumulated impairment charges of $216
milion on the Condensed Consclidated Balance Sheels at September 30, 2015 and December 31, 2014.
Progress Energy
Progress Energy's Goodwill is included in the Regulated Utilities operating segment and there are no accumulated impairment gharges.
Impairment Testing

Duke Energy, Duke Energy Ohio and Progress Energy are required to poerform an annual goodwill impairment test as of tha same daté each year and, accordingly, perform
their annual impairment testing of goodwill as of August 31. Duke Energy, Duke Energy Ohle and Progress Energy update their test between annual tests if events or
circumstancas occur that would mora likely than not raduce the fair value of a reporting unit below iis carrying value. As tha fair value of Duke Erergy, Duke Energy Ohlo and
Progress Enargy’s reporting units exceeded thelr respectiva carrying values at the date of the annual impairment analysis, no impairment charges were recorded in the third
quarter of 2015.

INTANGIBLE ASSETS

During 2014, Duke Energy Ohio reduced the carrying amount of OVEC to zero. A charge of $34 million Is recorded in Impairment charges on Duke Energy Ohio’s Condensed
Consolidated Statement of Qperations for the nine months ended September 30, 2014. See Note 13 for additional information,
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9. RELATED PARTY TRANSACTIONS

The Subsidiary Registrants engage in related party transactions in accordance with the applicable state and federal commission regulations and are generally performed at
cost. Refer to the Condensed Consolidated Balance Sheets of the Subsidiary Registrants for balances due to or dus from related parties, Material amounts related to
transactions with related parties included in the Condensed Consolidated Statemenis of Operatiens and Comprehensive Income are presented in the following table,

Three Months Ended September 30, Nine Months Ended September 30,
{in millions) 2015 2014 2015 2014
Duke Energy Carolinas L _ ‘ ) o _
Corporate governance and shared service expenses® _ $ 211§ 199 % 632 § 638
'Endemn'rricatlon'coyerage'sfni L - . & ' ' 5 T 18 T s
Joint Dispatch Agreement (JDA) revenuef! 7 13 47 125
Joint Dispatch Agreement {JDA) expenselc) - o . h 48 _ 36 ‘ 143 . 127
Progress Energy ) o ] -
Corpqréte governaﬁce'and.s.l'l.aréd service expe.nsesfll. o $ h ] ._ 184 . § _ 182, § : ) " 523 5.. B 560
Indemni‘ficatioﬁ coveragaesh! . N 0 ] 8 _ ‘ 29 ) 25
JDA expenset! o ' ' 7 13 47 125
Duke Energy Pragress. h B
Corporate governance and shared service e;pen_sesifﬂl _ h ) ) Sk ) ) 101 % R $ 296 % 291
lndemni‘ﬁcatiﬁn covefagesm ' : 4 P T o . 12 o - o 3
JDA revenuef) - 48 ‘ 36 143 127
JDAexpensetl S o 7 13 o a7 ' 125
Duke Energy Florida o o o S o ‘ .
Corporate governance and shared service éxpensesfﬂ $ o83 8 '_91 5 : onr % o897
Indemnification coverages®! 6 4 17 12
Duke Energy Ohio _ S ' .
GCorporate governance and shared service expenses@l ‘ H _ o 88 5 o 83 3 ‘ 27 $ 242
Indemnification coverages® ) ' 1 3 5 Y
Duke Energy Iindiana o B ]
Cbrpdraté govérnancé and shafed service éxpéns;és(l{ o s o 87 § ‘ 54§ - 259 % " oe3
Indemnification coverages®! . . 2 3 ' ] a

(a) The Subsidiary Registrants are charged their proportionate share of corporate governance and other shared services costs, primarily related to human resources,
employee benefits, legal and accounting fees, as well as other third-party costs. These amounts are recorded in Operation, maintenance and other on the Condensed
Goensolidated Staterments of Operations and Comprehensive Incoma,

(b) The Subsidiary Registrants incur expenses related to certain indemaffication coverages through Bison, Duke Energy’s wholly owned captive insurance subsidiary.
These expenses are recorded in Operation, maintenanrce and other on the Condensed Consolidated Statements of Cperations and Comprehensive Income.
(c) Duke Energy Carclinas and Duke Energy Pregrass participate in a JDA which allows the collective dispatch of power plants between the service territorias to reduce

customer rates. Revenues from the sale of power under the JDA are recorded in Operating Revenues on the Condensed Censolidated Statements of Operations and
Comprehensive Income. Expenses from the purchase of power under the JDA are recorded in Fuel used in electric ganeration and purchased power on the
Condensed Consclidated Statemnents of Operations and Comprehensiva income,

In addition to the amounts presented above, the Subsidiary Registrants record the impact of other affiliate transactions in net income, including rental of office space,
participation in a money pool arrangement, cther operational transactions and their proportionate share of cerlain charged expenses. See Note 6 to the Consolidated Financial
Staternents in the Annual Report on Form 10-K for more information regarding money poot. The net impact of these transactions was not material for the three and nine months
ended Septernber 30, 2015 and 2014 for the Subsidiary Registrants.

As discussed in Note 13, certain trade recelvables have been sold by Duke Energy Ohio and Duke Energy Indiana to CRC, an affiliate formed by a subsidiary of Duke Energy.
The procesds obtained {rom the sales of receivables are largely cash but also include a subordinated note from the affiliate for a portion of the purchase price,
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Duks Energy Ohic'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 Chio distributed its indirect cwnership interest in DECAM to a Duke Energy subsidiary and non-cash settlied DECAM's
intercompany loan payable of $224 milllon. The intercompany loan payable recorded in Notes payable to affliated companies on Duke Energy Ohio’s Condensed Consolidated
Balance Sheets was $459 milion as of December 31, 2014,

Refer to Note 2 for furlher Information on the sale of the Disposal Group.

10. DERIVATIVES AND HEDGING

The Duke Energy Registrants use commodity and interest rate contracts to manage commodity price and interest rate risks, The primary use of energy commadity derivatives
is to hedge the generation portfolio against changes in the prices of electricity and natural gas, Interest rate swaps are used to manage interest rate risk asscciated with
borrowings,

All derivative instruments not identified as NPNS are recorded at fair value as assets or liabilities on the Condensed Consclidated Balance Sheets. Cash collateral related to
derivative instrumenis executed under master netting agreement is offset against the collateralized derivatives on the balance sheet. The cash impacts of settled darivatives
are recorded as operating activities on the Condensed Censolidated Statemanis of Cash Flows.

Changes in the fair value of darivative instruments that etther do not qualify for or have not been designated as hedges are reflected in current earnings or as regulatory assets
or liabilties.

FAIR VALUE AND CASH FLOW HEDGES

For a derivative designated as hedging the exposure to variable cash flows of a future transaction, referred to as a cash flow hedge, the effactive porlicn of the derivative's gain
or loss is inttially reported as a component of othar comprehensive income and subsequently reclassified into earnings once the future transaction effects earnings. Gains ang
losses reclassified out of AQCI for the three and nine months ended September 30, 2015 and 2014 were immaterial,

Amounts for interest rate contracts are reclassified to earnings as interest expense over the term of the related debt.
At September 30, 2015, there were no open commodity derivative instruments designated as hedges.
COMMODITY PRICE RISK

The Duke Energy Registrants are exposed o the impact of changes in the future prices of electricity, coal and natural gas, Exposure to commodity price risk is influenced by a
number of factors including the term of contracts, the liquidity of markets and defivery locations.

Reguiated public utilities may have cost-based rate regulations and varlous other cost recovery mechanisms that result in a limited exposure to market volatility of commodity
fue! prices. Financial derivative contracts, where approved by the respeciive state regulatory commission, can be used to manage the risk of price volatility. Wholesale
generating capacity used to sell electricity results in exposure to market volatility in energy-related commaodity prices.

Undesignated Contracts

Undesignated contracts may include contracts not designated as a hedge because they are accounted for under Regulated Operations accounting, contracts that do not
quaiify for hedge accounting, derivatives that do not or no fonger qualify for the NPNS scope exception, and de-designated hedge contracts.

Mark-to-market gains or losses on contracts accounted for under Regulated Cperations are deferred and recorded as Regulatory Liabliities or Regulatory Assets, respegtively,
The Subsidiary Registrants utilize costi-tracking mechanisms, commonly referred to as fuel adjustment clauses. These clauses allow for the recovery 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 Consoliidated Stalements of Operations with an offsetting impact on regulatory assets or liabilities. Therefore, due to the regulatory
accounting followed by our Regulated Cperations for undesignated detivatives, realized and unrealized gains and losses on undesignated derivatives do not have an immediate
impact on reporied net income,

Mark-to-market gains and losses related to the nonregulated Midwest generation business are recorded in discontinued operations and open positions at April 2, 2015 were
included in the sale of the Disposal Group, Refer to Nota 2 for furlher information on the sale of the Disposal Group. Galns and losses on undesignated derivative contracts for
nonregulated continuing cperations are immaterial, including electric contracis used to hedge renewables generation in Electric Reliabiity Council of Texas (ERCOT]}, hedges
for a business that is winding down by the ead of 2016, and revenues during 2014 for mitigation centracts which were terminated by December 31, 2014.

Undesignated contracts expire as late as 2018.
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VYolumes

The tables below show Information refating to volumes of cuistanding commodity derivatives. Amounts disclosed represent the absolute value of notianal volumes of commaodity
contracts excluding NPNS, The Duke Energy Registrants have natted 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,

Septemnber 30, 2015

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

Energy Carolinas Energy Progress Florida Ohio Indiana

Electricity (gigawatt-hours) ’ ) 76 — ) — — T 33
Natural gas (milions of decatherms) 389 61 328 110 218 — —_

Decemnber 31, 2014

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
Energy Carolinas Energy Progress Florida Ohio Indiana
Electricity (gigawatt—hoursjiﬂlf?l o ) 25,370 = = . - = 19,141 =
Natural gas (milions of decatherms}} 676 a5 328 116 212 313 —
(a} Amounts at Duke Energy Ohic include volumes related to the nonregulated Midwest generation business sold during the second quarter of 2015, Refer to Note 2 for
further information on the sale.
(b} Amounts at Duke Energy Ohio include intercompany positions that eliminate at Duke Energy.

INTEREST RATE RISK

The Duke Energy Registrants are exposed to changes in interest rates as a result of their issuance or aniicipated 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 tatal debt and by monitoring changes in interest rates, To manage risk assocfated
with changes in interast rates, the Duke Energy Registrants may enter Into interest rate swaps, U.5. Treasufry lock agreements and other financial contracts, In anticipation of
certain fixed-rate debt issuances, a series of forward starting interest rate swaps may be executed to lock in components of current market interest rates. These instruments
are later terminated prior to or upon the Bssvance of the corresponding debt. Pretax gains or losses recognized from inception to términation of the hedges are amortized as a
compenent of interest expensa over the iife of the debt.

Duke's interest rate swaps for s Regu'ated Ultilitles operations empley Regulated Operations accounting. Regulated Operations accounting records the Mark-to-Market on the
swaps as Regulatory Assets or Regulatory Liabilitles. The accrual of interest on the swaps is recorded as Interest Expense. Regulatory assets and liabilties are amortized
consistent with the treatment of the related costs in the ratemaking process.

The following table shows notional amounts for derivatives related to interest rate risk,

September 30, 2015 December 31, 2014
Duke Duke Duke Duke Duke
Duke Progress Energy Energy Energy Duke Progress Energy Energy
{in millions) Energy Energy Progress Florida Ohio Energy Energy Florida QOhlo
Cashfowhedges® § 74§ — § -~ § - — § — § 750§ — § — §  —
Undesignated contracts® 527 500 250 250 27 277 250 250 27
Total notionat amount $ 124t % 5000 % 250 $ 250 % 27 % 1,027 - $ 250 % 2650 % 27 °
(a} Duke Energy includes amounts related to consolidated Variable Interest Entities (VIEs) of $509 milion and $541 milllon at September 30, 2015 and December 31,
2014, respectively.
{b} In January 2015, Duke Energy Progress executed fixed-to-floating rate swaps. The swaps were issued to economically convert $250 milion of fixed rate first

mortgage bonds due September 15, 2021, to fleating rate with an initial rate of approximately 1.75 percent.

In October 2015, Duke Energy Carolinas entered into $400 million notional amount of forward starting interest rate swaps that was designated as a hedge of debt anticipated to
be issued in 2018.
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LOCATION AND FAIR VALUE OF DERIVATIVE ASSETS AND LIABILITIES RECOGNIZED IN THE CONDENSED CONSOLIDATED BALANGCE SHEETS

The following tables shew the fair value of derivatives and the line items In the Condensed Consclidated Balance Sheets where they are reported. Although derivatives subject
ta master netting arrangements are netted on the Cendensed Consolidated Balance Sheets, the fair values presented below are shown gross and cash collateral on the
derfvatives has not been retted against the fair values shown,

Derivative Assets ' September 30, 2015
Duke Duke Duke Duke Dukess. .
Duke Energy Progroess Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana

Commodity Contracts -
Designated as Hedging Instrumentis

Current Assets: Other - : $- 18 o= 5 -5  — s S I . -
Not Designated as Hedging Instruments

‘Current Assets: Other o _ . _ 17 = - — i = h ) ' —. ] _' -4. . T 2
Current Liabilties: Other 2 — 1 — 1 — —
Deferred Credits and Other Liabdities: Other. ' . 2 ' ) - . 2 - 2 —_ ) —
Total Derlvative Assets - Commodity Contracts 5 22 § — % 3 s — 3 8 4 § 12

Interest Rats Contracts- o
Designated as Hedging Instruments

Investments and Other Assets: Other § 1 % . i o= % . — % ) .-—_ $ o K . -
Not Designated as Hedging instruments
Curenthssesioter B S S SR
Investments and Other Assets: Other 4 - 4 — 4 — —
Total Derivative Assate — Interest Rate Contracts $- " 3% - % 0 $% 2 5 B § - & —
Total Derivative Assets $ 33 % - % 13 & 2 % 1M $ 4 3 12
Derivative Liabilities September 30, 2015
Duke Duke Duke Duke Duke
BDuke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carollnas Energy Progress Florida Ohfo Indiana

Commadity Contracts
Designated as Hedging Instruments
Not Designated as Hedging instruments.

Current Liabilties: Other $ 242 § 25 § 215§ 7% 138 % — % . -
Deferred Credits and Other Liabilities; Other ' . 100 ‘8 91 . 18 . eI . —
Total Derivatlve Liabilities —- Commodity Contracts $ 342 § 33 05 306 % 93 5 209 % — % -

Interest Rate Contracts
Designated as Hedging Instruments

Current Liabijties; Other : s . 14 s — s  — s -8 — s - 3 -
Deferred Credks and Other Liabililies: Other 41 — R — — —
Not Designated as Hedgirig instruments o ) . _ S _ o _ ' o _ ) '
Currant Liabilties: Other 1 —_ - —_ —_ 1 -
Deferred Credis and Other Liabiities: Other 8 —_ 3 2 — ‘ 6 C -
Total Derivative Liabilities — Interest Rate Contracts $ 64 § - 5 3 8 2 5 —  § 7 $ —
Total Darivstiva Liabilitles $ 406 § 33 5 09 % 95 209 § . 7 % —
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Derivative Assets December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy

(in millions) Energy Carcolinas Energy Progress Florida Ohlo Indiana
Commodity Contracts _ o .
Mot Designated as Hedging Instrumenis

Current Assets: Other _ I 18 % _ — $ o= 5 . B R o 5 14
Current Assets: Assets held for sale 15 — — — — 28 —
Investments and Other Assets: Other ‘_ _. s = = . ) - ' - — . '_ =
Investments and Other Assets: Assets held for sale 15 — — — — 26 —
Current Liabilfles: Other B = == == =
Current Llabilities: Assets held for sale 174 — — — — 175 —
beférred Credits and Other Llabiliﬁes: C-)ther' L - 2 ‘ - . o - — -— -
Deferred Credits and Other Liabiltes: Assets held for S h
sale 111 — — — — 11 -
Total Derivative Assets - Commadity Contracts. - § 339§ —_ % —. 5 — 5 —_— & M1 0§ 14

Interest Rate Contracts

Desfgnated as Hedg;rné Instruments S ‘ _ _ N o 3 e )
Investments and Other Assets: Other 10 — — — — — —
Not Des?ynnfed as Hedging Instrumerit;s . S . ' : N o . . ‘ A o
Current Assets: Other 2 — 2 — 2 — —

Total Derivative Assets — Interest Rate Contracts: $ 12§ - % 2 5 - § 2 5 ~ § -
Total Derivative Assets $ 351§ -— % 2 5 - § 2 35 341§ 14
Derivative Liabilities December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Enermgy Energy Energy Energy
{(in millions} Energy Carolinas Energy Progress Florida Chio Indlana

VCammadIty Cantracts
Designated as Hedging Instruments

Cusrent Liabilties: Other . s = s — s 18 t$ - 5. — % o =
Not Designated as Hedging Instrumentis

Current Assels: Assats hald for sale - - ‘ —_ —_ __;—_ ' = 4 ' —
Investments and Other Assets: Assets held for sale — —_ —_ — - 4 —
Current Liabilfies: Other . S o - 14 288 108 180 - -
Current Liabilities: Assets held for sale 253 — — — — 252 —
Deferred Credits aﬁd Other Liabiities: Other 9 '5. -8 oz 57 —_ -
Deferred Credits and Other Liabilities: Assets held for sale 208 — — — — 207 —
Total Derivative Liabilities — Commodity Contracts. 3 859 § 19 $ 39, § 132§ 237 % 467 § —

Interest Rate Contracts
Designated as Hedgling instruments .
Current Liabiltles: Other % 13 5 — 5 — 5 - 5 — 3 — —

Deferred Credits and'Othef-Llabil'rties: Other ) i : 2 — L — —_ — — —
Mot Designated as Hedging Instruments

Current Liabilites: Other _ 1 — o — — = 1 —
Deferred Credits and Other Liabilities: Other 7 — 2 — 2 B —
Total Derivative Liabilities — Interest Rata Contracts 3 50 § — 8 2 8 — 8 2 3 6 § —_
Total Derivative Liabilities £ 909 § 19 8 i 8 132 8 239 % 473§ —
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OFFSETTING ASSETS AND LIABILITIES

The following tables show the balance sheet location of derivative contracts subject to enforceable master netting agreements and include collateral posted to offset the net
position. This disclosure is intended to enable users to evaluate the effect of netting arrangements on financial position. The amounts shown were calculated by counterparty.
Accounts receivable or accounts payable may also be available {o offset expesures in the event of bankruptcy. These amounts are not included in the tables below,

Derivative Assets September 30, 2015
Duke Duke Duke Duke Duke
Duks Energy Progress Energy Energy Energy Energy
{in millicns) Energy GCarolinas Energy Progress Florida Ohio Indiana
curmnt‘ . .. . . P .. . A . B - . B
Gross amounts recognized $ 26 $ —  § T % 2 § 5 § 4 $ ‘ 12.
Gross amounts offset . ) . {2} . ) . { T 1 ‘ — —
Net amounts subject to master netting o 24 —_ 6 2 4 4 _12

Amounts no‘isub]ecttomasterne'mng — - —-“ h — . .—. . . _. — = —

MNet amounts recognized on the Condensed

Consolidated Balance Sheet $ 4 5 — 8 6 % 2 5 4 % 4 $ 12
Non-Current ) ] . . . . o

Gross amounts recognized - $ . T % — MS - K $ - S. 6 .S . - $‘ -
Gross amounts offsat ' “ e @ — C@m . = —
Net amounts subject to master netting 5 - 4 _ —_ 4 — —

Amounts not subject to master netilng . — — — - T S

MNet amounts recognized on the Condensed

Consolidated Balance Sheet $ 5 % - 5 4 % - % 4 5 — § —
Derivative Liabilities Septemnber 30, 2015
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Current . _ N ) ) ) S ) .
Gross amounts recognized $ BT 0§ L 215  § 7 % 138 § 1 $ —_
G‘ro‘és am‘ounts-ofl’set- - ‘ (15) S _— ‘_ o (14)' R ] ' (14) ' - ' —_
Net amounts subject to master nelting 242 25 201 77 124 1 —
Amounts not subject to master netting ' —_ - —_ — S o —_ -
Net amounts recognized on the Condensed Consolidated
Balance Sheet $ 242 % 25 % 201 % 778 124 § 1 % —
Non-Curmrent - e ] ] ) )
Gross amounts recognized $ 144 % ‘ a s . 1 B 18 3% s o 6 % -
Gross amounis offset o . : ‘ (Q) ‘ —_ . {9} . -_— {9) - ‘ —
MNet amounts subject to master netting 135 a 80 18 - wR [} —_
Amounls not subject to master netting ) 5 — s - - - —

MNet amounts recognized on the Condensed Censolidated .
Balance Sheet $ 140 § B $ 85 § 18 $ 62 $ 6 § —
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Darivative Assets 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 S . . o R :
Gross amounis recognized § 210 $ — 3 . .2 $ - 3 2 5 204§ 14
Gross amounts offset (153 — (2) — 2) (179) —
Net amounts subject to master netting - - 57 —_ —_ — — 25 14
Amouﬁts net subjecttc; master netting S Y _ — T _.
Met amounts racognized on tha Condensed Consolidated
Balance Shest $ 57 % —  $ — 3 — § — 8 25 % 14
Nen-Cyrent . e L o
Gross amounts recognize.d h ) _ 3 o 13 % — - $ — 3 — 5 137 % —
Gross amounts ofst - o (88) N - - . - (114} =
Net amounts subject to master natting 48 - — - = 23 —
Amounts not subject to master nefting - - ) 5 — ' R - - _' — — —
Net amounts recognized on the Condensed Consolidated
Balance Sheet $ 53 § — & — 5 —  § — 5 23§ —
Derivative Liabilities December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in milllons) Energy Carolinas Energy Progress Florida Ohio Indiana
Current ) o . . . . . ' L . . .. . .
Gross amounts recognized o $ 573 3 . 4 5 289 % 1090 $ 180 & 257 % —
Gross amounts offset T (213) - an - un (222) —
Net amounts subject to master netting _ o 360 14 272 109 163 35 —
Amounts not subject to master netting ) . P} - - — o J— —
Net amounts recegnized on the Condensed Consolidated
Balance Sheet $ 3wt 0§ 4 3 272§ 1090 % 163 § B % —
Non-Current _ . )
Gross amounts recognized $ M9 5 5 8 . 82 % 23 % 58 5 216§ —
Gross amounts ofiset _ (173) — (& —_ @ (193} —
Net amounts subject to master neiting 146 5 T4 23 51 23 —
Amounts-not.subject.to'mastar netting . 7 18 — - . — — _ — -
Net amounts recognized on the Condensed Consolidated
Balance Sheet $ 162 % 5 § 74§ 23 3 51 % 23 % —
CREDIT RISK

Certain derivative contracts contain contingent credit features. These features may include (i} material adverse change clauses or payment acceleration clauses that could
resu't in immediate payments or (i) the posting of letters of credit or termination of the derivative contract before maturity if specific events occur, such as a credit rating
downgrade below Investment grade,
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The following tables show information with respect to derivative centracts that are in a net liability position and contain objective credit-risk-related payment provisicns, Amounts
for Duke Energy Indiana were not material.

September 30, 2015

Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Dhlo
Aggregate fair valre amounts of derivative instrumants o '
in a net llabllty postion . - ) 5. 367 § 3 s 30108 8 8 wr § -
Fair valus of collateral already posted 20 —_ 20 e 20 —_—
Additional cash collateral or letters of credit in'the avent o - ‘ o T ' s
credit-risk-refated contingent features. were triggered : 296 - N 281 94 187 —
December 31, 2014
Duke Duke Duke Duke
Duke Energy Progruss Energy Energy Energy
{in millions) Energy Carolinas Energy Pragress Florida Ohlo
Aggregate fair value amounts of derivative instruments in ) ) ) )
a net fablity position ) N 5 - BB B 198 g 5 i3 5 2395 - 456
Fair value of colateral already posted 209 —_ 23 — 23 l185
Additional cash collateral ot letiérs of credt in the event -~ ' o S T S : ' - )
credit-risk-related contingent features were triggered - 407 19 7 - 131 - 216 | |

The Duke Energy Registrants have elacted ‘o 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 agreement. Amounis disciosed below represent the recetvables related to the right to reclaim cash collateral and payables related
ta the obligation to return cash collateral under master netting arrangements.

September 30, 2015 December 31, 2014
{in millions) Receivables Receivables
Duke Energy _ o S S o o
Amounts offset against nat darhvativa positions $ 20 % 145
Amounts ﬁof offéet agéinst ﬁet def'rvative positbns i T . ] o e o ‘ o o B4
Progress Energy
Amounts offset ag'ainst'net def'rvattve positions o ' ‘ ' ) . 2 . - 23
Duke Energy Fiorida
Amounié oﬁset.ag.ainst' net der'rvativé positions ’ . . - o o o 20 . . _ - 23
Duke Energy Ohico
Amou_ﬁt; offset against net derivative poshtions B a ) ) . ) . o — S ) 122
Amcunts not cifset against net derivative positions —_ B84

11. INVESTMENTS [N DEBT AND EQUITY SECURITIES
The Duke Energy Registrants classify their investments in debt and equity securities as either trading or available-for-sale.
TRADING SECURITIES

Invastments in debt and equity securities held in grantor trusts assoclated with certain defarred compensation plans and cerain other investments ara classified as trading
securities. These invesiments weare sold prior to September 30, 2015. The fair value of these investments was 57 millicn at December 31, 2014.

AVAILABLE-FOR-SALE SECURITIES
All othar investmanis in debt and equity securities are classilled as available-for-sale securitlas.

Duke Erergy's available-for-sale securities are primarily comprised of Investments held in (i} the Nuclear Dacommissioning Trust Fund (NDTF) at Duke Energy Carolinas,
Duke Energy Progress and Duke Energy Florida, (if} grantor trusts at Duke Energy Progress, Duke Energy Florida and Duke Energy Indiana related to other post-retirement
benefit obligations (CPEB) plans and deferred compensation plans, (i} Duke Enargy's captive Insurance investment portfolio and (iv) Duke Energy's foreign operations
investment portfolio.

Duke Energy classifies all other investments in debt and equity secusities as long term, unless otherwise noted,
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Investment Trusts

The investments within the NDTF at Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida and the Duke Energy Progress, Duke Energy Florida and Duke
Energy Indiana granter trusis (Investment Trusis} are managed by independent invesiment managers with discretion to buy, sell and invest pursuant to the objectives set forth
by the trust agreements. The Duke Energy Registrants have limited oversight of the day-to-day management of these investments. As a result, the ability to hold investments in
unrealized loss positicns Is outside the control of the Duke Energy Registranis. Accordingly, all unrealized losses assoclated with debt and equity securities within the
Invesiment Trusts are considered other-than-temporary impairments and are recognized immediately. Pursuant to ragulatory accounting, substantially all realized and
unrealized gains and losses assoclated with investments within the Investment Trusts are deferred as a regulatory asset or liability. As a result, there is no immediate impact on
earnings of the Duke Energy Registrants.

Other Available-for-Sale Securities

Unrealized gains and losses on all other avaiable-for-sale securitles are included in other comprehensive income until realized, unless i is determined the carrying vahe of an
investment is other-than-temporarily impaired. If an other-than-temparary impairment exists, the unrealized loss is included in earnings based on the criteria discussed below.

The Duke Energy Registrants analyze all investment holdings each reporting period to determine whether a decline in fair value should be considered other-than-temporary.
Criteria used to evaluate whether an impairment associated with equity securities is other-than-temporary includes, but is not imited to, (i) the length of time over which the
market value hes baen lower than the cost basis of the investment, (i) the percentage decline compared to the cost of the investment and (i) management's intent and ability 1o
retain its Investment for a period of time sufficlent to allow for any anticipated recovery in market value. if a decline in fair value is determined to be other-than-temporary, the
investment is written down to its fair valus through a charge to earnings.

If the entity does not have an intent to sell a debl security and it Is not more likely than not management will be required to sell the deb! security before the recovery of its cost
basis, the impairment write-down to fair value would be recorded as a component of other comprehensive income, except for when it is determined a credit loss exists. In
determining whether a credit loss exists, management considers, among other things, (i) the length of time and the extent to which the fair value has been less than the
amertized cost basis, (i) changes In the financial condition of the issuer of the security, or in the case of an asset-backed security, the financial condition of the underlying loan
obligors, (i) consideration of underlying collateral and guarantees of ameounts by government entities, (iv) ability of the issuer of the security {o make scheduled interest or
orincipal payments and (v} any changes ta the rating of ihe security by rating agencies. If a credit loss exists, the amount of impairment write-down to fair value is split between
credit loss and other factors. The amount ralated to credit loss is recegnized in earnings. The amount related to other factors is recognized in other comprehensive incoma.
There were ne credit losses as of September 30, 2015 and December 31, 2014,

DUKE ENERGY

The following table presents the estimated fair value of investments in avaitable-for-sale securities.

September 30, 2015 December 31, 2014
Gross Gross Gross Gross

Unrealized Unreallzed Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Helding Fair
{in millions) Gains Lossesy, Value Gains Lossesy Value
Cash and cash equivalents $ - % — % 156 § — 3 — 3 136
Corporate debt securities 9 7 500 14 2 454
Municipalbonds B T S S - I 184
U.S. government bonqs ‘ ) ) _23 ) 1 1,131 ) 19 _2 978
Other debt securities R 3 172 o 1 2 w4y
Total NDTF 5 1692 3§ B4 % 5562 § 1,965 § ] 5,649

Other Investments: o .
Cash and cash eguivalents S — 8 - % 32 5 ] — 3 15
Equiy securties -~ e A 1 - 34 = 9
Corporate debt securities 1 2 98 1 1 58
Mﬁnléipal bonds . - B 3 1 ) 7y o 3 1 . 76
U.S. government bonds _ 1 _ - ) 52 _ — _ ) — 27
Other debt securities _— ‘ 1 4 69 1 1 a0
Total Other Investmantsi® 5 32 § 5 % 414 3§ 3B 3 3 % 352
Total Investments $ 1,724 5 89 5976 3 2004 § . 38 3 5901

(@) These amounts are recorded in Other with Investments and Other Assets on the Condensed Consclidated Balance Sheets,
(b) Substantially all these amounts are considered other-than-temporary impairments on investments within Investmeant Trusts that hava been recognized immediately as
a regulatory asset,
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(c) As of September 30, 2015, the estimated fair value of the NDTF includes NDTF assels acquired with the purchase of NCEMPA's ownership interest in certain
generating assets. Refer to Note 2 for further information, This increase in estimated fair value compared to December 31, 2014, is partiaily offset due to
reimbursements from the NDTF for Duke Energy Florida's costs related to ongolng decommissioning activity of the Crystal River Unit 3 Muclear Plant.

The table below summarizes the maturily date for debt securities,

{in millions} September 30, 2015
Due in one year or less ) $ ) 74
Due after one thraugh fivé years a ' ' . ' ‘ 781
Due after five through 10 years ) ' ' : ' ’ : 635 -
Due after 10 years ' ' 812
Total ) $ . 2,302

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities ware as fallows,

Three Months Ended Nine Months Ended
September 30, September 30,
{in millions) 2015 2014 2015 2014
Realized gains L _ $ 3§ 28§ 1600 5 90
Realized lossas 28 51 59 57
DUKE ENERGY CAROLINAS
The following table presents the estimated fair value of investments in available-for-sale securities.
September 30, 2015 Decamber 31, 2014
Gross Gross Gross Gross
Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair
(in miliions) Gaing Lossesy, Value Gains Lossesy, Value
Cash and cash equivalents .8 . o= 8 T NI — % .. s A
Equity securities _ 930 a2 1,990 102 7T 282 .
Carparate debt securities 5 6 342 8 2 316
Municipal bonds . _ n i _ 1. LU - . . 1 m— 62
.S, government bonds ] 1 333 7 1 308
Other debt securties. L ' 1 : 3 W i 2 133
Total NDTF $ 943 § 53 § 2950 § 1,119 § 22§ 3,032
Other Investments _ S . o B ‘ o .
Other debt securties $ — $ 1 % 3 % — § 1 § 3
Total Other Investmentsi $ — $ 1 § 3 s — . 8 : 1 5 3
Total fnvestments $ 943 § 54 § 2953 % 1,119 § 23 % 3,035
(a) These amounts are recorded in Other within Investments and Other Assets on the Condensed Coasolidated Balance Sheets.
(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 tahle below summarizes the maturity date for debt securilles.
{In millions) September 30, 2015
Due in one year or less : ) $ ‘ 13
Due sfter. one through five yeérs . ] . ] ) - 28
Due after five through 10 years ’ . ) 283 -
Due after 10 years ' ' ' ' ' 423
Total 3 938
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Realized gains and losses, which were determined cn a specific identification basis, from sales of available-for-sale securities were as follows.

Three Months Ended Nine Months Ended
September 30, September 30,
{in millions) 2015 2014 2015 2014
Reslized gains. . : o o $ 25 § 20 % 122 5. 72
Realized losses 24 48 47 50

PROGRESS ENERGY

The following table presents the estimated fair value investments in available-for-sale securties.

September 30, 2015 December 31, 2014

Gross Gross Gross Gross
Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

{in millions) Gains Lossesy, Value Gains Lossesy, Value
Cash and cash equivalents $ - % - 3 ‘ 131§ — 3 - 3 . BSI
Equity securities S s . m 1406 824 R R T
Carporate debt securities 4 o 158 6 - 138
wepalbods a4 aw a0 L m
U.S. government bonds 17 — 748 12 1 670
Other debt securities o . R R 1| . — — 14
Total NDTF $ 748 8 31 s 2612 § 846 § 13 & 2,517
Other Investments ] B B '_ ) '_ ) ) ) ) . ) . o
Cash and cash equivalents $ —  § — 23 5 — 8 — & 15
Municipal bonds 3 ._ — 43 3 — 43
Total Other Investments® $ 3. § — % 66 3§ 3 8 -~ & 58
Total Investments : $ 752. § B 2678 849§ 3§ 2,575
(a) These amounts are recorded in Other within Investments and Other Assets on the Condensed Consolidated Balance Sheets.
(b) Substantially all these amounts represent other-than-temporary impairments on investments within Investment Trusts that have been recognized immediately as a
(c) rAesgglfaéoer;::l’jztr‘ 30, 2015, the estimated falr 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. This Increase in estimated fair value compared to December 31, 2014, is partially offset due to
reimbursements from the NDTF for Buke Energy Florida's costs related to ongolng decommissioning activity of the Grystal River Unt 3 Nuclear Plant.

The table below summarizes the maturity date for debt sacurities.

{In millions) September 30, 2015
Due in one year.or less . . : $ 38
Due after one through r"n‘.'e years ' ‘ ' 476
Due after five through 10 years ' ' ' ' ' o ' T4l
Due after 10 years T ' B ‘ ‘ o 333
Total * $ 1,118

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securitios were as follows.

Three Months Ended

Nine Months Ended

September 30, September 30,
{In millions) 2015 2014 2015 2014
Realized gains $ 5 § 8 s 26. $ 17
Realized losses 4 3 10 <]
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DUKE ENERGY PROGRESS

The following table presents the estimated fair value of investments in avallable-for-sale securities,

September 30, 2015 December 31, 2014
Gross Gross Gross Gross
Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Holding Holding Fair Holding Holding Fair

{(in millions} Galns Lossesy, Value Gains Lossesy, Value
Cash and cash equivalents $ - 3 - % 87 — § — 5 50
Equty securties - s _ 23 17 - ei2 1 1an
Corporate debt securities 3 1 109 5 — a7
Muricipal bends o S - 1 136 4 - a0
U.S. government bonds 12 — 488 9 1 265
Other debt securtles R — - S 19 - e 8
Total NDTF © H 553 % 25 $ 1,943 § 630 § 1§ 1,711
Other InVEStmanls' . P . - - - N - . PN . . . .
Cash and cash equivalents 5 —  § — % 1 % — 3 — 3 —
Total Other Investments® - . $ — % — % 1 $. —  § — % —-—
Total Investments S 553 & 25 § 1944 § 630 % - 1,711
(a) These amounts are recorded in Other with Investments and Other Assets on the Condensed Consolidated Balance Sheets.
{b) Substantialy all these amounts represent othar-than-tamperary impairments on investments within Investment Trusts that have been recognized immediately as a
(c) fsgglfaé%rgt:;sbztn: 30, 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 below surmmarizes the maturily date for debt securities.

(in millions) September 30, 2015
Due in‘one year o less ' . : ' 5 12
Due after one through five yeérs o . . o R h . . . 278 .
Dusaterfve though f0yesrs. © e SR e . G . . . . 019
Due aftor 10 years eals . . . o L . ot
Total . . ) $ 749 -

Realized gains and losses, which were determined on & spacific identification basis, from sales of available-for-sale securities were as follows.

Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2015 2014 2015 2014
Realized gains. - . $ 4 % 4 21 %5 0 00N
Realized losses . ' . . . 3 . 2 . 8 ) 4
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DUKE ENERGY FLORIDA

The following table presents the estimated falr value of investments in available-for-sale securities.

September 30, 2015 December 31, 2014
Gross Gross Gross Gross
Urtrealized Unrealized Estimated Unreailzed Unreallzed Estimated
Holding Holding Fair Holding Helding Fair

(in milllons) Gains Lossesy, Value Gains Lossesy; Value
Cash and cash equivalents $ — 5 — 5 4“4 5 — § — 3 35
Equity securities _ & w0 & 298 22 ' 2- a7
GCorporate debt securities 1 — 43 . . 1 . . — 41
Mudloipaibonds . = = = -2
U.S. government bonds 5 —_ 263 3 — 405
Other debt securities E - R ¢ — - R
Total NDTF& $ 196 % 6 8 663 § 216§ 2§ 806
Other Mvestments S o _ o S . _
Cash and cash equivalents $ — % — 5 11 3 — 5 — & 1
Municipai bonds ' S ' — 4 3 — S a3
Total Other Investments(® $ 3 5 —  § 54 3 3 8 — & 44
Total Investments 5 199§ 5§ - 723§ 219 5 2 5 850
(a) These amounts are recorded in Other with Investmants and Other Assets on the Condensed Consolidated Balance Sheets,
(b) Substantially all these amounts represent other-than-temporary impairments on investments within Investment Trusts that have been recognized immediately as a
(c) ??iuf;ﬁﬁa?:ﬁsr value at September 30, 2015, compared to the balance at December 31, 2014, is lower due to current year reimbursements frorm the NDTF for

costs related to ongeoing decemmissioning activity of the Crystal River Unt 3 Nuclear Plant.

The table below summarizes the maturity date for debt securities,

{in millions) September 30, 2015
Due in one year or less ) C 5 26
Due after one through five yéars ' ' o S ' ’ T ' ' 188
Dus after five through 10 years . I o _ N o _ N o o 52 "
Due after 10 years ' ' ' ' ' a3
Tofal - - ' ' $ ' : 369 -

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities were as follows.

Three Months Ended Nine Months Ended
September 30, September 30,
{in millions}) 2015 2014 2015 2014
Realized gains ' L 1. % 3 % 5 8 5
Realized losses * g 1 2 2
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DUKE ENERGY INDIANA

Tha following tabla presents the estimated fair value of investments In avallable-for-sale securitias.

September 30, 2015 December 31, 2014
Gross Gross Gross Gross
Unrealized Unrealized Estimated Unrealized Unrealized Estimated
Halding Holding Fair Holding Holding Fair
{in millions} Gains Lossesy, Value Gains Lossesy, Value
Other Investments ] B - . ] B
Equity securities $ 23 § — % 67 28 8 — 3 71
Corﬁorate debt securitles ” ' ) o - ) . '_-;- : ) ' '_ 3 ‘ — o - ) . —
Municipal bonds —_ 1 27 — 1 30
Total Other investments® $. 23 5 1 97 8 23 -§ ) i 3 101
Total [nvestments $ 23 § 1 97 5 28 i % 101

{a) These amounts are recorded in Gther within Invesiments and Other Assats on the Condensed Cansolidated Balance Sheeis.
b Substantially all these amounts represent other-than-temporary Impairmants on investments within Investment Trusts that have been recegnized immediately as a
regulatory asset.

The table below summarizes the maturity date for debt securities.

{In millions) September 30, 2015
Due In one year or less ' 3 2
Due after one through five years ' o ‘ ’ 18
Due after five through 10'years - ) .' . ’ ) i i T . B . g
Due after 10 years ‘ ‘ oo i R : T
Total _ 5 m

Realized gains and losses, which were determined on a specific identification basis, from sales of available-for-sale securities wera insignificant for the three and nine months
ended Septernber 30, 2015 and 2014.

12. FAIR VALUE MEASUREMENTS

Fair value is the exchange price 1o sell an asset or transfer a fability in an orderly transaction between market participants at the measurement date. The fair valus definition
focuses on an exit price versus tha 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 inharent in the inputs to the valuation technique. These inpuls may be readily observable, corroborated by market data or
generally unobservable. Valuation techniques maximiza the use of observable inputs and minimize use of uncbservable inputs. A midmarket pricing convention (the midpoint
price between bid and ask prices) is permitied for use as a practical expadient.

Fair value measurements are classified In three levels based con the fair value hierarchy;

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity can access at the measurement date. An active market is one in
which transactions for an asset or liability occur with sufficient frequency and volume ta provide ongeing pricing information,

Level 2 - A fair value measurement utilizing inputs other than queted prices included in Level 1 that are observable, either directly or indirectly, for an asset or liability. Inputs
include (i) quoted prices for similar assets or liabilities In active markets, (i) quoted prices for identical or similar assets cr liabilities in markets that ara not active and (i} inputs
other than quoted merket prices that are observable for the asset or liability, such as interest rate curves and yleld curves observabla at commonly quoted intervals, volatilities
and credit spreads. A Level 2 measurement cannot have more than an Insignificant portion of its valuation based on unobservable inputs. Instruments in this category include
nen-exchange-traded derivatives, such as over-the-counter forwards, swaps and options; certain marketable debt securities; and financial instrurments traded in less than
active markets.

Level 3 — Any fair value measurement which includes unobservable inputs for more than an insignificant portion of the valuation. These inputs may be used with internally
devaloped methodologles that resuit in management's best estimate of fair value. Lavel 3 measurements may include longer-term instruments that extend into periads in which
observable inputs are not available,

Fair value accounting guidance permits antities to eléct to measure certain financial instruments that are not required tc be accounted for at fair valus, such as equity method
investments or the company's own debt, at fair value, The Duke Energy Registrants have net elected te record any of these items at fair value.

Transfers between levels represeat assets or [fabilties that were previously (i) categorized at a higher leval for which the inputs to the estimate became less observable or (i)
classified at a Jower levei for which the inputs became more observable during the period. The Duke Energy Reglstrant’s policy is 16 recognize transfers between levals of the
falr value hlerarchy at the end of the period. Transfers between levels 1 and 2 during the three and nine manths ended September 30, 2015 and 2014 were immaterial.
Transfers out of Level 3 during the three and nine months ended September 30, 20115 are the result of forward commodity prices becoming observable due to the passage of
time.

Valuation methods of the primary fair value measurements disclosed are as follows.
Investments in equity sacurities

The majarity of investments in equity securities are valued using Levet 1 measurements. [nvestments in equity securities are typically valued at the closing price in the principal
active market as of the last business day of the quarter, Principal active markets for equity prices include published exchanges such as Nasdag composite (NASDAQ) and
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MNew York Steck Exchange (MYSE). Foreign equily prices are translated frem their trading currency using the currency excharigs fate in effect at the ¢ of { rlrf‘t&()
active market. There was no after-hours market activity that was required to be reflected in the reported fair value measurements. [nvestments In equit/sR&6HRE Pht
Level 2 or 3 are typically ownership interests in commingled investment funds,

Investments in debt securities

With the exception of U.S. Treasuries which are classified as Leve! 1, most invesiments In debt securities are valued using Level 2 measurements because the valuations use
Interest rate curves and credit spreads applied to the terms of the debt instrument {maiurity and coupon Interest rate) and consider the counterparty credit rating. If the market
for a parlicular fixad income security is relatively inactive or iliquid, the measurement is Level 3.

Commodity derivatives

Commodiy derivatives with clearinghouses are classified as Level 1. Other commodiy derivatives are primarily falr valued using internally developed discounted cash flow
models which incorporate forward price, adjustments for liquidity (bid-ask spread) and credit or nanperformance risk {after reflecting credit enhancements such as collateral),
and are discounted to present value. Pricing inputs are derived from published exchange transaction prices and other observable data sources. In the absence of an active
market, the Tast available price may be used. If forward ptice curves are not observable for the full term of the cantract 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 natura! gas forward prices result in favorable
{unfavorable) fair value adjustments for natural gas purchase contracts; and increases (decreases) in electricity forward prices result in unfavorable (favorable) fair value
adjustments for electricily sales contracts. Duke Energy regularly evaluates and validates pricing inputs used to estimate fair valuae of natyral gas commedity contracts by a
market participant price verification procedure. This procedure provides a comparison of internal forward commodity curves to market participant generated curves,
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Interest rate derivatives

Most over-the-counter interest rate contract derivatives are valued using financial medels which utilize observable inputs for similar instruments and are classified as Lavel 2,
Inputs include forward interest rate curves, notlonal amounts, interest rates and credit quality of the counterparties.

Goodwlll, long-lived assets and assets held for sale

Sea Note B for a discussion of the valuation of goodwill and long-lived assets. See Note 2 related to the assets and liabilities of the Disposal Group classified as held for sale,
and the purchase of NCEMPA's ownership interests in gertain generating assets,

DUKE ENERGY

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed Consolklated Balance Sheets. Derivative
amounts in the table below exclude cash collateral, which is disclosed in Note 10. See Note 11 for additional information related to investments by major security type.

September 30, 2015

{in millions) Total Fair Value Level 1 Lewvel 2 Level 3
Nuclear decommissioning trust fund equity securities- - ) ‘ $ 339 % 0 3224 ‘s 1 % 171
Nuclear dacommissioning trust fund debt securities 2,166 557 1,609 —
Other trading and available;f‘or-s.ale equity sec'urities. . ) . : . 90 . o _. 9n‘ ) N o _‘ - —
Other trading and available-for-sale debt securities 324 85 234 5
Deiivaiive assets . : ' o ‘33 L 1% o T
Total assets ] o ) ] o ) 6,009 N ‘ 3,956 1,360 193
Dervative liabilties ' . (406) W (402) —
Net assets $ 5603 § 3952 § 1458 % 193

December 31, 2014

({in millions} Total Fair Value Level 1 Level 2 Level 3
Nuclear decommissioning trust fund equity. securities 3 3650 % . 8493 § 6 § 151
Nuclear decommissloning trust fund debt securities 1,889 7 648 1,251 - -
Other traging and available-fqn;-sale equity securﬂlés h . ST 96 o S 95 R - ) S
Other trading and available—for-salg debtsecurities ‘ . 263 o - _‘4_1 - o2 & 5
berivafive assels - L o R 11ﬁ ‘ - 49 24 _' 37
Total assets 6,018 4,327 1,498 193
Dervative llabilties R R {668) (162) (468) © gamy
Net assets $ 5350 § 4165 % 1030 3% 155

75




KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015

PART | Pﬂge 86 of 169
DUKE ENERGY CORPORATION - DUKE ENERGY CAROLINAS, LLC — PROGRESS ENERGY, INC. —
DUKE ENERGY PROGRESS, LLC ~ DUKE ENERGY FLCRIDA, LLC — DUKE ENERGY OHIOQ, INC. — DUKE ENERGY INDIANA, INC.
Combined Notes to Condensed Consclidated Financial Statements — {Continued)
{Unaudited}

The following tables provide reconciliations of beginning and ending balances of assets and liabilties measured at fair value using Level 3 measurements. Amounts included in
earnings for derivatives are primarily included in Operating Revenues.

Three Months Ended September 30, 2015

{in millions) Investments Derivatives (net) Total
Ba'ance at beginning of period $ - 173 % B < I ) © 196
Purchases, sales, issuances and setilements:

Sales (3) —_ (3)

Seitlements - i ' o ) A : . {6) o 6)
Total gains (l'dss'es) included on the Condensed Consnl‘[déted Balance Sheet as regulator'y'assels” o . S .
or liabilities 4 — 4
Balance at end of pariod ) 5 ) 176 & . . 17 3 193

Three Months Ended September 30, 2014

{in milllons) Investments Derivatives {nef) Total
Balance.at beginning of period o o ) $ 188 % : 2 % B 210
Total pretax realized or unrealized gains (losses) included in earnings o o o — (33} (33}
Purchases, sales, Issuances and selllements: T ‘ o - ) ‘ ‘ o
Purchases 13 {1} 12
Sdes L my = m
Issuances - 1 1
Transfers out 6f Levelaaue o 6bsewabilhy of'inputs. o . . — . ' ' (1)
Total gains (losses) included on the Condensed Consolidated Balance Sheet as regulato'r'y'aésets or
liabilitios 4 (10} (6)
Balante at end of period § 192. § (223 § - 170
Pratax amounts included In the Condensed Consolidated Statements of Comprehensive Income
related to Level 3 measurements outstanding % — 3 (49} % (49)

Nine Months Ended September 30, 2015

{in millions) Investments Derivatives (net} Total
Balance at beginning of period - _ o _ $ . 156§ )8 155
Total pretax realized or unrealized gains (losses) included in earnings®™ — 18 18

Purchases, sales, issuances and settlements:

Purchases 14 24 38
s L = U
Settlernents - (28) (28)
Total gains {losses) included on the Condensed Consolidated Balance Shest as regulatory assels or ) .
liabilities . 13 4 17
Balance at end of period $ 176§ 17 $ 193
(a) In¢ludes armounts refated to nonregulated oparations and classified as (Loss) Income From Discontinued Operaticns, net of tax in Duke Energy's Condensed

Consolidated Statements of Operations.
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Nine Months Ended September 30, 2014

{in millions} Investments Derivatives (net) Totat
Balance at beginning' of period ; 3 % 3 13 8. 111
Total pratax realized or unrealized gains {losses) inciuded in earnings — (21) {21}
F'urc_hasés, sa!es_, il_.as.uances and seftlemants: - ) ‘ B
Purchases 29 50 79
S sales _(18) - (15)
Settlements — ~ (45) (45)
Teansfers out of Level 3 dug to'observabiii’(y of inputs : 68 T (8 B4
Total gélns {losses} included on the Condensed Consolidated Balance Sﬁeet as regulatory asﬁefs or ‘ '
liabilities 12 (15} (3
Balance at end of pariod . $ 192§ 22y % 170
Pretax amounts Included in the Condensed Consolidated Statements of Comprehensive Income
related to Level 3 measurements outstanding — 5 49y & (49)

DUKE ENERGY CAROLINAS

The following tables provide recorded balances for assets and liablilies measured at fair valua on a recurring basis on the Condensed Consolidated Balance Sheets. Derivative

amounts in tha table balow exclude cash ccllateral, which is disclesed in Mote 10. See Mote 11 for additional information related to investments by major security type.

September 30, 2015

(in millions) Total Fair Value Leveld Level 2 Level 3
Nuclear decommissioning trust fund equity securities s 1,990 §. 1,818 § ) . 171
Nuclear decommissioning trust fund debt securities 960 203 757 —_
Other trading and available-for-sale'debt securities 3 - _ 3
Total assels 2,953 2,021 758 174
Derivative liabilties C@n - 33 -
Net assets $ 2920 § 2021 5 725 § 174
December 31, 2014
{in millions) Total Fair Value Level 1 Loval 2 Level 3
Nuclear decommissioning trust fund equity securities $ 21820 § 2005 §- 6 & 151
Nuclear decomrﬁ.i'ss.ioﬁing trust fund debt securities . 870 138 732 . —
Other trading and available-for-sale debt secur'rt'nesr -3 — - 3 :
Total assets 3,035 2,143 738 154
Derivative liablities {(19) — (19) —
Net assets $ 3016 5 2,143 § 719§ 154
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The following tables provide reconciliations of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements.

Three Months Ended September 30, 2015

{in millions}) Investments Dervatives {net) Total
Balance at beginning of period o ‘ S $ ' ) 1Tt 8 o = $ m
Purchases, sales, issuances and settloments: o e . o
_ Purchases. - P . . - . . RO . L2 4 . . - o2
Sales (3)‘ — {3)
Total gains (losses) incleded on the Condensed Consclidated Balance Shéet as. regulatory assets _ C ’ ’ ’
or liabilities - . 4 e ) 4
Balance at end of period S 74 e | 174

Three Months Ended September 30, 2014

(in mlllions) Investments Derivatives (net) Total
Balance at beginning of periad o _ ) ’ o o8 A L ) (3 $ 168
Purchaséﬁ, sales, issuancés and seftlements: _ _' _ ) S ‘
Pwchases o ow = .
Sales . o T ) . - . (13)
Seltiorents ~ : ' ' * - 3 3
Total gains {losses) included on the Condensed Consolidated Balance Sheet as regulatory assets or ' ' ' ' o
liabilities 4 — 4
Balance atend of period” . : : 8 175§ — & 175

Nine Months Ended September 30, 2015

{in millions) Investments Derivatives (net) Total
Balance at beginning of period o S s 154§ =5 154
Purchases, sales, issuances and settlements: _ _ _ _ '

Saes R : O
Total gains (losses) included on the Condensed Consolidated Balance Sheet as regulatory assels.or - '
liabilities : . 13 ) s 13
Balance at end of period % 174 - § 174

Nine Months Ended September 30, 2014

{in millions) Investments Derivatives (net) Total
Balance at beginning of period ) : 3 81 3 ) 2 % 79 -
Pﬁrchases, sales, Issuances and settlements:
Purchases : - . . ) o 29 . l . - . ._ 28
Sales _ o _ _ L N T {13)
~ Seltlements } o . - : 2 2
Transfers out of Level 3 to observability of inputs _ _GS . — 68
Total gains (Josses) included on the Condensed Consclidated Balance Sheet as regulatory assets or
liabilities : 12 — 12
Balance at end of period $ 175§ — 8 175
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PROGRESS ENERGY

The fellowing tables provide recorded kalances for assets and liabilitlies measured at fair value on a recurring basis on the Condensed Consolidated Balance Sheets, Derivalive
amounts in the table below exclude cash collateral, which is disclosed in Note 10. See Note 11 for additional information related to investments by major security type.

September 30, 2015

(in millions} Total Fair Value Level 1 Level 2 Level 3
Nuclear decommissioning trust fund-equity securities 5 1,406 1406 § - -
Nuclwar decommissioning trust fuﬁd debt securfties 1,206 354‘ . 852 —_
Other trading and available-for-sale-debt securities 66 23 4 -
Derivative assets . . B . - ;13 —_— '13 —
Total assets 2,691 1,783 908 - —_
Deivative liabilties (309) — (309) —
Net assets $ 2,382 1,783 § 599 -~
December 31, 2014
(in millions} Total Fair Value Level1 Level 2 Level 3
Nuclear decommissioning trust fund equity securities 3 1,488 1488 § —_ —
Nuclear denorﬁmissibniné trust fuﬁ:i debt securniés . o 1,029 . 510 . . 5‘i9 . —
Other trading and availatla-for-sale dabt securilies 58 15 43 —
Derh.rat'rvé assétﬁ o B . ' 4 : — 4 ' _
. Total assets 2,579 2,013 566 —
Derivative liabiliies (373) — (373) -
Net assats 3 2,206 2013 . § 193 —
DUKE ENERGY PROGRESS

The following tables provide recorded balances for assets and liabiities measured at fair value on a recurring basis on the Gondansed Consolidated Balance $heets. Derivative

amounts In the table below exclude cash collateral, which is disclesed in Note i0. See Note 11 for additional information related to investments by major security type,

September 30, 2015

(in millions) Total Fair Value Level 1 Level 2 Level 3
Nuclear decommissianing trust fund equity securities 1,107 § 1,107 % —_ —
MNuclear decommissioning trust fund debt securities 836 . .136 TUﬁ —_
Other trading‘énd available.-rqr-.sale déﬁt 5ecuriﬁés ' f ' '1 . _ —
Derivalive assets 2 — 2 -
Total assets 1,946 1,244 - 702 —
Derivative fabilities (95) — (95) —
Net assets. 1851 § 1,244 & 607 —
December 31, 2014
{in milllans) Total Fair Value Level 1 Level 2 Level 3
Nuglear decommissioning trust fund equity securities: 1171 § i s - g
Nuglear decommissioning trust fund debt securities 540 . 151 h 389 . —
Total assets ‘ 1711 1,322 389 —
Derivative liabilties (132) — (132 —
Net assets 1,579 % 1,322 § 257 —
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DUKE ENERGY FLORIDA

The following tables provide recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed Consclidated Balenca Sheets, Derivative
amocunts in the table below exclude cash collateral, which is disclosed in Note 10, See Nete 11 for additional information related to investments by major security type.

September 30, 2015

{in millions) Total Fair Value Level 1 Level 2 Level 3
Nuclear decommisslening teust fund equily securities s ) 209 - § 1298 § ) — % —
Nuclear decommissioning trust fund debt secusities and ofher 270 Cas st S -
Other trading and available-fof-sale debt securities and other 54 R ) | e 43 —_—
Dertalve cosots It . IR L T RS -

Total assets. : T4 . 529 . 205 . -
Derlvative liabiitias - ' (208) — (209) S

Net assets (liabiities) : $ : 525. § 529- $ . (4 $ —

December 31, 2014

{in millions) Total Fair Value Level 1 Level 2 Level 3
Nuclear decommissiening trust fund equity securiies ) .$ e 3 S 31T 5 o — § —
Nuclear decommissioning trust fund debt securities and other 489 . 359 130 —
Other trading and avalable-for-sale debisecqriiigs and ather S _‘ S M ' ‘_ _ N _ ' — '_ : 44 " =
Derivative assets 4 — 4 -

Total assets : ) © 854 : 676 178 =
Derivative liabiities ' @y R

Net assets (liabilities) 5. 613 § . 676 § (63) 3 o

DUKE ENERGY OHIO

The following tables provide recorded balences for assets and liabilties measured at fair value on a recurring basis on the Condensed Consolidated Balance Sheets. Derivative
amounts in the table below exclude cash collateral, which is disciosed in Nate 10,

September 30, 2015

(in millions}) Total Falr Value Level1 Level 2 Level 2

Derivative assats . $ 4 5 R 1 . 4.

Dorbratve loiles o S . ; - . e e L " e
Net liablities - ' _ _ $ 3 % : — '$ M s 4.

December 31, 2014

{in millions) Total Fair Value Level 1 Level 2 Level 3

Derivative assets _ _ ‘ 8 4§ 20§ . g 5 . 20 .

Derivative liabilites (181) (17 (26) (38)
Nt liabilities ' : % (13 3 ow@n § n s (18)°
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The following tables provide recenciliations of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements.

Derivatives (net)

Three Months Ended Nine Months Ended
September 30, September 30,
(in millions) 2015 2014 2015 2014
Balance.at beginning of period.. o R -5 5 ) (28) &~ (18} . § [C))
Total pretax realized or unrealized gains {losses) included in earnings® — (24} 21 {43)
Purchasgé, sales, issuances and sett]ements: h . _ . 1 . . . ] ' ] . T o o ' ) o .
Purchases o o 5 — 5 1‘
Setilernents _ _ _ o o n . ‘ (2) {4) (8}
Total gains included on the Condensed Consolidated Balance Sheet as regulatory ’
assgets or liabilties ‘ o . ‘ : — ’ D - S - R
Transfers out of Level 3 due to observability of inputs —_ —_— — (a)
Ba'ance at end of period ’ $ 4 3 (55) § 4 3 (58)
Pretax amounts included in the Condensed Consolidated Statements of
Operations and Comprehensive Income related to Level 3 measurements
outstanding at September 30, 2014 $ - 5 —  § —_ (52)
(a) Ingludes amounts related to nonregulated operations and classified as (Loss) [ncome From Discontinued Qperations, net of tax in Buke Energy Ohio's Condensed

Consclidated Statements of Operations and Comprahensive Income,

DUKE ENERGY INDIANA

The following tables provide recorded balances for assets and llablilies measured at fair value on a recurring basis on the Condensed Consolidated Balance Sheets. Derivative

amounts in the table below exclude cash collateral, which is disclosed in Note 10. See Note 41 for additional information related to investments by major security type.

September 30, 2015

{in millions) Total Fair Value Level1 Level 2 Level 3
Available-for-sale equity securities: . ' o0 $ &7 § - o 67 §$ : — _
Available-for;ﬁélé debt securities . . . - 30“ . - B - .30 o —_
Derivative assets N ' - - 12 —_— - 12
Net assets H 109 § 67 § 30 0§ 12
December 31, 2014
{in millions) Total Fair Value Level1 Level 2 Level 3
Available-for-sate equity securities ) . o ) 3 Mos ] mn s — § s
Available-for-sale debt securilies 30 — 30 —
Derivative assets ‘ ' : R ' — - 14
Met assets $ M5 % AT o § 14
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The following tables provide reconcillations of beginning and ending balances of assets and liabilites measured at fair value using Level 3 measurements.

Derivatives {net}

Three Months Ended Nine Months Ended
September 30, September 30,
{in millions} 2015 2014 2015 2014
Balance at beginning of period ' : 5 17 3 45 % 14 $ 12
Total pretax realized or unrealized gains {losses} Included in earnings — (13) — 14
Pufcﬁases.. sales, issuances and Sett!eménts:. ’ - o o ) ) " S . L . ' -
Settlements . _ - ‘ ' (8) ' _ — o 28 (39
Total gains included on the Condensed Consolidated Balance Sheet as regulatory
assets or liablities —_ (10) 4 (13)
Balance at and of period ’ . 5 ) 12 2 % 12. 3 22
QUANTITATIVE DISCLOSURES ABOUT UNOBSERVABLE INPUTS
The foliowing table includes quantitative informatior: about the Duke Erergy Registrants’ derivatives classified as Level 3.
September 30, 2015
Fair Value
Investment Type {in millions}  Valuation Technique Unobservable Input Range
Duke Energy . ) ]
Swing options ' ' h "1 Discounted cash flow ':‘Iohﬂrward capacity option curves — bricé pef $ 1850 — § B84.35
Btu
Financlal transmission rights (FTRs) - 16 RTO auction pricing FTR price — per MWh. ' T oty = 1.23
Total Level 3 derivativas $ 17
Duke Energy Chic
FTRs ' 4 RTO auction pricing FTR price — per MWh 0.37 — 247
Duke Energy Indiana- : : :
FTRs ' ‘ $ 12 RTO auction pricing FTR pfice —per MWh ' & - (ﬂ..81) - 1.23
December 31, 2014
Fair Value
Investment Type {in milllons)  Valuation Technique Unobservable Input Range
Duke Energy : . .
Natural gas contracts 8 (5) Discounted cash flow Farward natural gas curves — price per MMBtu 3 212 - § 435
Financial ;ranémission rights (FTRs) S ) " 14. RTO auction pricin'g » CFTR price ~ per MWh ‘ ' '_ - ) ; L ’ (t.92) - " 886
EIectyicity contracts ) _(1) Discounted cash flow Forward electricity curves — price per Mwh _ _ } 25._1_6 - 51.75
Commedity capacity option contracts . 2 Discounted cash flow Forward capacily option.curves.— price per MW day 2100 - 109.00.°
Commodity conlract reserves (1) " Bid-ask spreads, impied valatiity, probabiliy of defaut. '
Tota! Level 3 derivatives 3 (1)
Duke Energy Ohio
Electricity contracts ’ 3 ) (6) Discounted cash flow Forward éleciricﬂ'y curvas - prica per Mwh' 2525 - 31.75°
Natural gas contracts ' ' ' ' (5) Discounted cash ﬂ'bw ' 'Forward natural gas curves ~ price per MMBtu ' 212 - 4.35
Commoedity coniract reserves (7Y Bid-ask spreads, implied. volatility, probability of default
Total Lavel 3 derivatives $ {18)
Duke Energy Indiana.
FTRs' ' $ 14 RTOQ auction prici’ng FTR brk:e — per MWh ' (1.92) - 9.86
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OTHER FAIR VALUE DISCLOSURES

The fair value and book value of Iong-term debt, including current maturities, is summarized in the following table. Estimates determined are not necessarily indicative of
amounts that could have been seltled in current markets. Fair value of long-term debt uses Level 2 measurements.

September 30, 2015 December 31, 2014
{in millians) Book Value Fair Value Book Value Fair Value
Duke Energy . . S S o § 40203 5 43864 § 40020 5 44,566
Duke Energy Carolinas 8,084 9,860 8,391 9,626
Progress Energy T . 538 .. T 14754 16951
Duke Energy Progress 6,851 7214 6,201 6,696
Duke Energy Floida . _ - DY . 5585 4,860 5,767,
Duke Energy Ohio 1,605 1,766 1,766 1970
Duke Energy Indiana - ) o aer 4330 - 3791 4456

At both September 30, 2015 and December 31, 2014, the fair value of cash and cash equivalents, accounts and notes receivable, accounts payable, notes payable and
commercial paper, and nonracourse notes payable of variable interast entities are not materially different from their carrying amounts because of the short-tarm nature of thesa
instruments and/or because the siated rates approximate market rates.

13, VARIABLE INTEREST ENTITIES

AVIE is an entity that is evaluated for consolidation using more than a simple analysis of voting control. The analysis to determine whether an entity Is a ¥IE considers contracts
with an entity, credit support for an entity, the adequacy of the equity investment of an entity and the relationship of voting power {o the amount of equity invested in an entity,
This analysis is performed either upon the creation of a legal entity or upon the occurrence of an event requiring reevaluation, such as a signilicant change In an entity's assets
or activities. A qualitative analysis of conirol determines the parly that consolidates a VIE. This assessment is based on (I} what party has the power to direct the activities of the
VIE that most significantly impact its economic performance and (i) what party has rights to receive benefits or is obligated to absorb losses that could potentially be significant
1o the VIE. The analysis of the party that consolidates a VIE is a ¢ontinual reassessment,

No financial support was provided to any of the consolidated VIEs during the nine months ended September 30, 2015 and the year ended December 31, 2014, or Is expected to
be provided in the future, that was not previously contractually required.
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CONSOLIDATED VIEs

The following tables summarize the impact of VIEs consalidated by Duke Energy and the Subsidiary Registrants on the Condensed Consolidated Balance Sheets,

September 30, 2015

Duke Energy

Duke Duke Duke
Energy Energy Energy
Carolinas Prograss Florida
{in milliens) DERF DEPRf=! DEFRIe CRC Renewables Other Total
ASSETS ' ' ' ' '
Current Assets
Cash and Cash Equi\;'aiems ‘ _ B . —— $ - & — % — $ . 2 0§ — % 2
Resiricted receivables of varkable interest entitios
(net of alowance for doubtful accounts) 687 468 395 453 12 22 2,037
Oher =t 2= s 4 m
Investments and Other Assets
othor ; . .‘ . _ . | o . _ R o 25_ SEEEEE . 2.5
Property, Plant and Equipment ) o
Properly, plant and equipment, cost(® - ' [ . - . ’ .1.,925 - 19- .. - 1.-94.5.
Accumulated depreciation and amortization — — — - (302) {5) . - (307)
Regulatory Assets and Deferred Debits _ ) _ 3 _ B o .
Other — — — —_ 37 1 k1]
Total assets ) % 687 % 469 & 397 § . 453§ 19100 8§ 6 % 3,962
LIABILITIES AND EQUITY
Current Liabilities ‘ ) ) ) ) ) ) ) ) ] ) o
Accounts payable ‘ % - § — % - $ —  $ 6 -  § 6
Taxes accruad . o B 5 3 1' —i ) ' 6 - 15.
Curreni maturities of long-term debt — —_ —_ —_ 73 18 91
Other ~ o _— B - 4 7
Long-Term Debt® 400 300 225 325 916 3 2,1 69'
Deferred Credits and Ol!;ner Liabilities. - _ i ) . S ' :
Defarred iﬁcome taxes -—_ — — — . 325 ‘ - . .325
Asset refirement obligations: '_ ' ' - - . — a0 —_ Toap
Other — — —_ — . 42 - 42
Total llabilties ] 405 % 303 s 226 % 325 % 1421 § 25 % 2,705 -
Net assats of consolidated varlable interest entities  $ 282 % 166 $ 71 % 128 % 489 & 21§ 1,257

(a) Restricted as collateral for nonrecourse debt of VIEs.

(b) Nonrecourse ie the general assets of the applicable registrant.

(c) The amount for Progress Energy is equal to the sum of the amounts for Duke Energy Progress Receivables Company, LLC {DEPR) and Duke Energy Florida
Receivables Company, LL.C (DEFR),
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(Unaudited)
Decembear 31, 2014
Duke Energy
Duke Duke Duke
Energy Energy Energy
Carolinas Progress Florida
(in millions) DERF DEPR® DEFRE CRC Renewables Other Total
ASSETS - - —
Current Assets
Restricted receivables of varlable interest entflias(neﬁ ' : ’ :
of alowance for doubtful accounts) - 5. 647 § 436 % w5 % %47 5 0 5 18 % 1,973
Other _ = - — — 68 6 74
I.nvest.ments-and OtﬁdrAssets ) ) R o ) o _. ' o :
Other — — — — 25 25 50
Property, Plant and Equipment . N _. o . _ _' o ‘ . . N _ ‘_ o
Property, plant and equipment, costie — — = — 1,855 8 1,873
Accumulated depfeclétioﬁ and amortization: ._ . 4_ S o —_ ‘ . . — ' (2_50)‘ (5) (255) :
Regulatory Assets and Deferred Debits ] o o -
Other o S — - = — 2 2. 36
Total assets $ 647 § 436 % 305 § 547 % 1,752 § 64 % 3.751
LIABILITIES AND EQUITY ' ' :
Current Liabilities _
Accountspaya.ble - T _5. = % B R _. — . % 3 5 7—-_ $ 3
Taxes accrued — —_ — - o 6 - 6
Current matufities-oflang—term debt ' . B - — o — 69 ) 16. 84
Other —_ — — - 16 5 21
Long-Term Debt® ' . o ~ . 4oo 300 225 325 - 967 ar 2,234
Deferred Credits and Other Liabilities
N - -~ - m - m
Asset retirement obligations - = —_ = 29 —_ 29
otrer o o Lo o o N _ _ . o . .
Total liabilties L3 400 § 300 § 225 % 325 % 1,406 % 42 % 2,698
Net assats of consolidated variable interest entities.  § 247 % 136 § 80 % 222 & M6 I 2% 1,053 .
(a) Restricted as collateral for nonrecourse debt of VIES.
(b) Nonrecourse to the general agsets of the applicable regisirant,
(c) The ameunt for Progress Energy is equal to the surn of the amounts for DEPR ard DEFR.,

The ckligations of these VIEs are nonrecourse to Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress and Duke Energy Florida. These aentities
have no requirement ‘o provide liquidity ‘o, purchase assets of or guarantee performance of these VIEs unless noted in the following paragraphs.

DERF / DEPR / DEFR

Dukea Energy Receivables Finance Company, LLC (DERF}, DEPR and DEFR are bankruptcy remote, special purpose subsidiaries of Duke Energy Carolinas, Duke Energy
Progress and Duke Energy Florida, respectively. On a daily basis, DERF, DEPR and DEFR buy certain accounts receivable arising from the sale of electricity and/or related
sefvices from their parent companies. DERF, DEPR and DEFR are wholly owned limited liability companies with separate legal existence from their parents, and thelr assets
are not generally available to creditors of their parent companies. DERF, DEPR and DEFR borrow amounts under credit faciities to buy the receivables. Borrowing availability is
limited to the amount of qualified receivables sold, which is generally expected to be in excess of the ¢redit facilities. The cradit faciiities are reflected on the Gondensed
Censolidated Balance Sheets as Long-Term Debt, The secured credit facilities were not structured to meet the ¢riteria for sale accounting treatment under the accounting
guidance for transfers and servicing of financial assets,
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The foliowing table summarizes the amounts and expiration dates of the credi facilities reflected on the Condensed Consolidated Balance Sheets as Long-Term Debt.

DERF DEFPR DEFR
Credit facility amount (in millions) ‘ ) 5 : 400 $ i 300§ o o225
Expiration date December 2016 December 2016 March 2017

The activities that most significantly impact the economic performance of DERF, DEFPR and DEFR are the decisions made to manage delinquent receivables, Duke Energy

Carolinag, Duke Energy Progress and Duke Energy Florida consalidate DERF, DEPR and DEFR, respectively, as they are the related parties most closely associated with the
VIE,

CRC

On a revolving basis, CRC buys certain accounts regeivable arising from the sale of efectricity and/or related services from Duke Energy Ohlo and Duke Energy Indiana.
Receivables sold are securitized by CRC through a credit facility managed by two unrelated third parties. The proceeds Duke Energy Chio and Duke Energy Indiana receive
from the sale of receivables to CRC are typicaly 75 parcent gcash and 25 percent in the form of a subordinated note from CRC. Tha subordinated note is a retained interest in
the receivables sold. Cash collections from the receivables are the sole source of funds to satisfy the related debt obligation. Depending on experiance with collections,
additional equity infusions to CRC may be required by Duke Energy to maintain a minimum equity balance of $3 milion. Borrowing avaiability is limited to the amount of qualified
receivables sold, which is generally expected to be in excess of the credit facility. The credit faciity expires in November 2016 and is reflected on the Condansed Consolidated
Balance Sheets as Long-Term Debt.

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the activities that most significantly impact the economic
performance of the entity are not performed by the equity holder, Cinergy, and (iii) deficiencles in net worth of CRC are not funded by Cinergy, but by Duke Energy. The most
significant activities of CRC are decisions made related to the management of delinquent receivables. Duke Energy consglidates 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 power purchase agreements, These fixed-price agreements effectively transfer
commaoadity price risk to the buyer of tha powar. Certain other of Duke Energy's renewable energy facilities are VIEs due to Duke Energy issuing guarantees for debt service
and operations and maintenance reserves in support of debt financings. For cerfain VIEs, assets are restricted and cannot be pledged as collateral or sold to third parties
without prior approval of debt holders. The activities that most significantly impact the economic performance of these renewable energy facilities were decisions associated
with siting, negotiating purcttase power agreements, engineering, procurament and construction, and decisions associaled with ongoing operations and maintenance-related
activities. Duke Energy consolidates the antities as it makes all of these decisions.

NON-CONSOLIDATED VIEs

The following tables include VIEs not consalidated and how these entities impact the Condensed Consolidated Balance Sheets.

September 30, 2015

Duke Energy Duke Duke

Energy Energy

{in millions) Renewatles Other Total Ohlao Indiana
Receivables $ - — % - % 43 & 64
Investments in equity- mathod unconsolidated affilates 223 125 348 - - -
Total assets $ 223§ 128 §$ 348 % 43 $ 64
Other current fiabilities o —_- . 2 2 ) — m
Deferred credits and other labilties ' — 14 14 - —
Total liabiltias o _ $ . — % 16 5 16 — % —
Net assets ] 223 % 109 § 332 5 43 § 64
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December 31, 2014

Duke Energy Duke Duke

Energy Energy

{in millions} Renewables Other Total Ohio Indiana

Receivables $ - % — & — 3 91 8 113
Investments in equity method unconsolidated affilates ' ' ‘ 150 38. 188 - R
Investments and other assets — 4 4 o [
Total assets ) $ 150 % 42 § 192 § 91§ 113
Other current liabilities — 3 3 — —
Deferred credits and other liablities ) ' o= id - 14 — g
Total liabilities 3 — 3 7 S 17 % — § —_
Net assels ' ' ' 5 150 § % § 175§ - 91 8 113

The Duke Energy Registrants are not aware of any situations where the maximum exposure to loss significanily exceeds the carrying values shown above except for the
power purchase agreement with OVEC, which is discussed below, and various guarantees, reflected in the table above as Deferred credits and other liabilties. For more
information on various guarantees, refer to Nota 5, "Commitments and Contingencies.”

Renewables

Duke Energy has investments in various renewable energy project entites. Somea of these entities are VIEs due to long-term fixed-price power purchase agreaments. These
fixed-price agreements effactively transfer commeodity price risk to the buyer of the power. Duke Energy does not consolidate these VIEs because power to diract 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 to permit
DATC to finance its cwn activities without additicnal subordinated financia! support. The activities that most significantly impact DATC's economic performance aro the decislons
related to Investing in existing and development of new iransmission {aclities. The power to direct these activities is jointly and equally shared by Duke Energy and the other
joint venture partner and, therefore, Duke Energy does not consolidata.

Duke Energy has a 40 percent equity interest and a 7.5 percent equity interest in ACP and Sabal Trail Transmission, LLC (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 controi these activities and therefore does not consolidate ACP or Sabal
Trail.

OVEC

Duke Energy Ohio's 9 percent ownership interest in OVEC is considered a non-consolidated VIE. Through its ownership interest in OVEC, Duke Energy Ohio has a contractual
arrangement to buy power from OVEC's power plants through June 2040, Proceeds from the sale of power by OVEC to its power purchase agresment 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
contrect 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. Proposed environmental rule-making could increase the costs of OVEG, which would be passed through to Duke Energy Ohio. In 2014, Duke Energy Ohio
recorded a $94 million impairment related to QVEC,

CRC
See discussion under Consolidated VIEs for additional information related to CRC.

Amounts included in Receaivables in the above table for Duke Energy Ohlo and Duke Energy Indiana reflect their retained interest in receivables sold to CRC. These
subordinated notes held by Duke Erergy Ohio and Duke Energy Indiana are stated at fair value. Carrying values of retained interests are determined by allocating carrying
value of the receivables between assets sold and Interests retained based on relative fair value. The allocated bases of the subordinated notes are not materially differant than
their face value becaussa {I) the receivables generally turn over in less than two months, (i) credit losses are reasonably predictabla due 1o the broad customer base and lack of
significant concentration, and {jii) the equity in CRC is subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair value of the retainad
interests assuming both a 10 parcent and a 20 parcent unfavorable variation in ¢redit losses or discount rates is not material due to the short turnover of receivables and
historically low credit loss history. Interest accrues to Duke Energy Oblo and Duke Energy Indiana on the retained interests using the acceptable yield methed. This method
generally approximates the stated rate on the notes since the allocated basis and the face value are nearly equivalent. An impairment charge is recorded agalnst the carrying
value of both 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 creditioss ratio o ) R 0.6% 0.6% S 0a% '_ o 03%
Discount rate 1.2% 1.2% 1.2% 1.2%
Receivable turnover rate L o 12.9% 12.8% C . 10.6% - 10.5%
The following table shows the gross and net receivables sold.
Duke Energy Ohlo Duke Energy indiana
{in millions) September 30, 2015 December 31, 2014 September 30, 2015 December 31, 2014
Receivables sold : - A 229 % %% oM 8 S 310 -
Lass: Retained interests 43 a1 64 13
Net receivables sold ’ $ 178 % ’ 182 § 207 - % 197
The following table shows sales and cash flows related to receivablas sold,
Duke Energy Ohlo Duke Energy Indiana
Three Months Ended Nine Months Ended Three Months Ended Nine Months Ended
September 30, Septembar 30, September 30, Septembaear 30,
{in millions) 2015 2014 2015 2014 2015 2014 2015 2014
Recelvables sold. e 8T Me 477§ 4518 5 . 1705 § 679 3§ 739 5 2032 % 2173
Loss recognized on sale 2 3 T 9 3 3 8 8
Cash flows R L _ N ‘ _ L
Cash proceeds from receivables sold _ 461 ‘ 494 1,568 1,761 692 759 2,074 2,233
Collection fees recerv_a'd —_ — 1 1 — _ 1 1
Return received on refained interests — — 2 3 1 2 4 5

Cash MNows from sales of recelvables are reflected within Operating Activities on Duke Energy Ohio’s and Duke Energy Indiana’s Condensed Consolidated Statements of Cash
Flows.

Collection fees received in connection with servicing transferred accounts receivable ara Included in Qperation, maintanance and other on Duke Energy Qhio's and Duke
Energy Indiana’s Condensed Consolidated Statements of Qperations and Comprehensive Income. The less recognized on sales of receivables is calculated monthly by
mutiplying receivables sold during the month by the required discount. The required discount is darived monthly utilizing a three-year weighted-average formula that considers
charge-off history, late charge history and turnover history on the sold recefvables, as well as a component for the fime value of money. The discount rate, or component for the
time value of money, is the prior month-end Lendon Interbank Offered Rate (LIBOR} plus a fixed rate of 1.00 percent.

14. COMMON STOCK

Bask Eamings Per Share (EPS) Is computed by dividing net income altributable to Duke Energy commen sharsholders, adjusted for distributed and undistributed earnings
aliocated to participating securities, by the weighted-average number of common shares outstanding during the period. Diluted EPS is computed by dividing netincome
atiributable to Duke Energy commeon shareholders, as adjusted for distributed and undistributed earnings allocated to participating securities, by the diluted weighted-average
number of common shares outstanding during the period. Diluted EPS reflects the potential dilution that could occur if securities or other agreements to issue common stock,
such as stock options, were exercised or settled, Duke Energy's participating securilles 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 common shares outstanding to the diluted

waighted-average number of common shares outstanding.

Three Months Ended September 30,

Hine Months Ended September 30,

(En milllons, excapt per shara amounts) 2015 2014 2015 2014
Income from continuing operations-atiributable to Duke Energy : ;
common shareholders _ 935 § ] 3&7 5 2,307 % 2,35t
Weighted-average shares outstanding — basic 688 707 695 707
Weigﬁted-average shares outstandtng ~ diluted 588 ' T ow 598 707
Earnings per share from 6ontinuing operatléhs attributable to Duke 4 ' '
Energy common shareholders
Basic $ 13 § . 135 s 331§ 3.33
Diluted o $ 136 § 125 % 33§ 333
Potentially dilutive shares axcl.ud_-ed fi'om‘the calcuiationi®) ) ' o - : .2 2
Dividends declared per commen share $ 0825 % 0795 % 242 3 2.355

{a)Performance siock awards and certain stock options were not included in the dilutive securities calculation because elther the performance measures refated to the awards
had not been met or the opticn exercise prices were greater than the average market price of the common shares during the presaented periods.

On April 6, 2015, Duke Energy entered into agreements with each of Goldman, Sachs & Co. and JPMorgan Chase Bank, National Assoclation (the Dealers) to repurchase a
total of $1.5 bilion of Duke Energy commen stock under an accelerated stock repurchase program (the ASR). Duke Energy made payments of $750 million to each of the
Dealers and was delivered 16,6 milion shares, with a totai fair value of $1.275 billon, which represented approximately 85 percent of the fotal number of shares of Duke Energy
common stock expecied to be repurchased under the ASR. The $225 milfon unsetiled portion met the criteria to be accounted for as a forward coniract indexed to Duke
Energy's stock and qualified as an equity instrument. The company recorded the $1.5 billion payment as a reduction to comman stock as of April 6, 2015. In June 2015, the
Dealers delivered 3.2 milion additional shares to Duke Energy to complete the ASR, Approximately 19.8 milion shares, in total, were delivered to Duke Energy and retired under
the ASR at an average price of $75.75 per share. The final number of shares repurchased was based upon the average of the daily volume weighted-average stock prices of
Duke Energy’s common stock during the term of the program, less a discount.

15. STOCK-BASED COMPENSATION

For employee awards, equity classified stock-based compensation cost is measured at the service inception date or the grant date, based on the estimated achievement of
certain performance metrics or the fair value of the award, and is recognized as expense or capitaiized as a component of property, plant and equipment over the requisite
service period.

The Duke Energy Corporation 2015 Long-Term Incentive Plan (the 2015 Plan) provides for the grant of stock-based compensation awards to employees and outside directors,
The 2015 Plan reserves 10 million shares of common stock for issuance under the Plan. The 2015 Plan supersedes the 2010 Long-Term Incentive Plan, as amended (the 2010
Plan), and the Progress Energy, Inc. 2007 Equity Incentive Plan (the Progress Plan). No additional grants wil be made from the 2010 Plan and the Progress Flan,

Pretax stock-based compensation cosis, the tax benefit associated with stock-based compensation expense, and stock-based compensation costs caplalized are included in
tha following table.

Three Months Ended Nine Months Ended

Septembar 30, September 30,
(in millions) 2015 2014 2015 2014
Restricted stock unit awards $ 9 8 s 29 3 -]
Performance awards ‘ ' ’ o ’ o 5 . . 4 . . . 18 . 14
Pretax stock-based compensation cost $ 14 3 12§ 47 5 44
Tax benefit associated with stock-based compensation expense:- $ ' 6 % 5 % 8 3 17
Stock-based compensation costs capitalized 1 l 1 3 . . 3
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16. EMPLOYEE BENEFIT PLANS
DEFINED BENEFIT RETIREMENT PLANS

Duke Energy maintains, and the Subsidiary Registrants participate In, qualified, non-contributory defined benefit retirement plans. The plans cover most U.S, employees using a
cash balance formula. Under a cash balance formula, a plan participant accumulates a retirement benefit consisting of pay credts equal to a percentage of current eligible
earnings based on age andfor years of service, and interest credits. Certain employees are covered under plans that use a final average earnings formufa, Under these
average earnings formulas, a plan participant accumulates a retiremant benefit equal to the sum of percentages of their (I) highest three-year or four-year average earnings, (ii)
highest three-year or four-year average earnings in excess of covered compensation per year of participation {maximum of 35 years) and/or (iii) highest three-year or four-
year average earnings times years of participation In excess of 35 years. Duke Energy also maintains, and the Subsidiary Registrants participate In, non-gualified, non-
contributory defined beneft retirement plans which cover certain executives, The qualified and non-qualified, non-contributory defined benefit plans are closed to new and
rehired non-union and certain unionized employees,

Duke Enargy uses a December 31 measurament date for its defined benefit retirement plan assets and obligations. Duke Energy’s policy is to fund amounts on an actuartal
basis to provide assets suificient to meet benefit payments to be paid {o plan participants. Tha following table Includes information refated to the Duke Energy Registrants’
contributions to its U.S. qualified defined benefit pension plans.

Nine Menths Ended September 39, 2015

Duke Duha Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohlo Indiana
Contributions - 5 14 s 25 428 A s 7 s 4 s 9

Duke Energy and Duke Energy Ohic made contributions of $11 million and $3 million, respectively, to their U.S. qualified defined benefit pensien plans during the three months
ended September 30, 2015, Duke Energy did not make any contributions to its U.S. qualilled defined benefit pension plans during the nine months ended September 30, 2014.

Net periodic benefit costs disclosed in the tables below represent the cost of the respective benefit plan for the periods presented. However, portions of the net periodic banefit
costs disclosed in the tables below have been capitalized as a component of property, plant and equipment. Amounts presented In the tables below for the Subsidiary
Registrants represent the amounts of pension and other post-retirement benefit costs allocated by Duke Energy for employees of the Subsidiary Reglstrants. Addiionally, the
Subsidiary Ragistrants are allocated thelr proportionate share of pension and post-retirement benefit costs for employees of Duke Energy's shared services affiiate that
provides support 1o the Subsidiary Registrants. These allocated amounts are included in the governance and shared service costs discussed in Note 9.

QUALIFIED PENSION PLANS

The following tables include the components of net perfedic penskon costs for qualified pensien plans.

Three Months Ended September 30, 2015

Duke Duke Duke Duke Duka

Duke Energy Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana

Service cost o $ a0 3 13§ % 6 § 5 % 1'% 3

Interest cost on projected benefit obligation 81 21 26 12 _ 14 o 5 7
Expected return on plan assets (129) (35 (43} _ (20)‘ (22) . ) N o {10).

Amortization of actuarial loss 44 10 17 a 8 3 3

Amortizatioﬁ of prior service cred'rt {4} {3 ) (M - _ —_ ' —- R

Other 2 1 1 —_ — — —

Net pariodic pansion costs $ 34 -8 8 $ M $ B § 5 $ ’ 2 3 3
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Three Months Ended September 30, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indlana
‘Service cost- ) ] $ 4 10 10 . § 6 $ 5 5 . 3
Interest cost on projected benefit obtigation 86 22 28 ' 13 . 14 5 7
Expecied return on plan assets (128) (33) 4qy - (21) S (e o S (10
Amortization of actuarial loss a7 8 17 8 8 1 3
Ahnniiétbn of prior service credit’ . {4y (2 I ) '—_ = - —
Other 3 1 1 — — — —
Net periodic pension costs s $ 8 5 120§ 6 % 6 S — 3
HNine Months Ended September 30, 2015
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{In millicns) Energy Carclinas Energy Progress Florida Ohlo Indiana
Service cost. o $ . 119 a8 - 33 % 8 % 1§ .3 a
Interest cost on projécted benefit obligation 244 62 78 ‘ 36 41 14 . 21
Expect.ec.i. fetur_n on'.plan assets . (357) . . (104j . (127) o . (61) (.66) (20) {31)
Amortization of actuarial loss 131 a0 51 25 24 -] 10
Amortization of prior service c;’edit ) A} (6) [ . (1) ) {1) —_ -
Other 5 2 2 1 1 — —_
Net pariodic pension costs . & 102 22 48 18 ¥ 14 5 8
Nine Months Ended September 30, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in milllons) Energy Carolinas Energy Progress Florida Ohio Indiana
Sarvice cost _ 3 102 a1 3. $ 68 15 3 7
Interest cost on projected benefit cbligation 258 G4 84 40 43 15 22
Expected return on.plan asseats . (383) {99) (130) (64)- (64) {20) (30)
Amortization of actuarial loss 111 26 51 24 24 3 9
Amortization of pricr service credﬁ : (11) (6) (2). e M ‘ o B k3] — —
Other B 2 2 1 1 — —
Net poriedic pension costs: ] $ a3 18. T 16 . § 18 1 8-
NON-QUALIFIED PENSION PLANS
The following tables incirde the components of net periodic pension costs for non-qualified pension plans for registrants with non-qualilied pension costs.,
Three Months Ended September 30, 2015
Duke Duke Duke
Duke Energy Progress Energy Energy
{in millions) Energy Carolinas Energy Progress Florida
Service cost _ 15 — § R | - —
Interest cost on projected benefit obligation 3 — 1 — 1
Amortization of actuarial loss 2 -_— 1 —_ —_
Net periodic pension costs 6 § - % 2§ — 1
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Thres Months Ended September 30, 2014
Duke Cuke Duke
Duke Energy Progress Energy Energy
{in millions) Energy Carolinas Energy Progress Florida
Service cost o 3 ' o — — & 1 —
Iﬁterest cost on projected benafit obligation 3 1 2 — —
Amortization of actuarial Ioés ] 1 — —_ o —
Amortization of prior service credit — —_ {1) — —_
Net periodic pension costs 3 5 1 1 8 1 —_

Nine Months Ended September 30, 2015
Duke Duke Duke
Duke Energy Progress Energy Energy
{in millions) Energy Carolinas Energy Progress Florida
Service cost. _ $ 2 — 1 8 . _
Interest cost on projected beneft obligation 10 1 3 1 2
Amortization of actuarial loss ' 5 — 2 - 1
Net peridic pension costs $ 17 1 6 $ 1 3

Nine Months Ended September 30, 2014
Duke Duke Duke
Duke Energy Progress Energy Energy
{in millions) Energy Carolinas Energy Progress Florida
Service cost _ $ 2§ — 8 18 . -
Interest cost on projected benefit obligation 10 ) 1 . 4 1 1
Amortizatian of actuarial loss ) _ -- 1 — -
Amortization of prior service cost — —_ (@) — —_
Net periodic pension costs $ 14 3 1 % 5 § 2 1

OTHER POST-RETIREMENT BENEFIT PLANS

Duke Energy provides, and the Subsidiary Registrants participate in, some health care and life insurance benefits for retired employees on a contributory and non-contributory
basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, as defined in the plans, The health care benefits include medical,
dental and prescription drug coverage and are subject to certain imitations, such as deductibles and ca-payments.

Duke Energy did not make any pre-funding contributions to its other post-retirement benefit plans during the nine months ended September 30, 2015 and 2014.

The following tables includa the componants of nat periodic other pest-retirement benefit costs.

Three Months Ended Septembear 30, 2015

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Qhio Indiana
Service cost _ S8 1 — % —  $ — — % — —
Interast cost on accumulated post-retirement
benefit obligaticn 9 2 4 2 2 — 1
Expected return on plaﬁ assels (3} {2) - — — — _
Amortization of actuariai loss 6 —_ 7 5 3 —_ —
Amortization of prior service credi {35) {4) (26} (17 .(9) — -
Net periodic other post-retirement benefit
costs $ (22) 4 3 (15} § {10} {4 # — 1
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Three Months Ended September 30, 2014

Duke Duke Duke Duke Duke
BDuke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio " Indlana
Service cost . S8 : 2.5 = 1 s — g g . —
interest cost onxaccumulated post- ' ' B ‘ ' ' o T
retirement beneftt obligation 13 3 6 3 3 — 1
Expactad rolurn on pian assets e e == = =
Amortization of actuarial loss 9 1 10 8 3 — —
‘Amorization of prior service credit 1) @ o4 (19)- Com -
Net pericdic other post-retirement benefit
costs 3 {10) $ (1) § {7) § ® 3 1 § — 3 1
Nine Months Ended September 30, 2015
Duke Duke Duke Duke Duke
BPuke Energy Progress Energy Energy Energy Energy
{in millions) Energy Caralinas Energy Progress Florida Qhio Indiana
Service cost . " $ 4 $ 1 % 1 8 — % — % T~ s .-
Interest cost‘on accumulated pbét-re'tirement' o o . ' ' ‘ ' N
benefit obligation 27 6 11 6 5 1 3
Expectsd roturn on pian éssets . . . L o (8 . _ R — _ ' - 7 - ’ | :.‘_...'
Amertization of actuarial loss {gain) 19 (1} 21 14 8 — {1)
Amodization of prior service credt (108 @y - @ 50y (28) — o
Net pericdic other post-retirement benefit
costs 5 {64) S (11 § M) s (30) % (12} % 1 8 2
Nine Months Ended September 30, 2014
Duke Duke Duke Duke Duke
BPuke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Service cost . AR T 5 1 § 33 18 2 % — 5 -
Interest cost on accumulated post-
retirement benefit obligation 38 9 17 8 9 1 4
Expected return on plan assels - ' {9) o e . o — C }—- — - R &}
Amortization of actuarial loss {gain) 29 2 31 23 8 1 —
Amortization of prior service credit i - (94) ' (8) ' (71) (55). ' {16) — ' —
Met periodic other past-retirement benefit
costs 3 29) § 2 $ (20) & (23) % 3 & — % 3

EMPLOYEE SAVINGS PLANS

Duke Energy sponsors, and the Subsidiary Registranis participate in, employee savings plans that cover substantially all lJ.8. employess. Effective January 1, 2015, all then-
exlisting employee savings plans were merged into a single plan. Mast employees participate in a matching contribution formula where Duke Energy provides a matching
contribution generally equal to 100 percent of employee before-tax and Roth

401(k) contributions of up to 6 percent of eligible pay per pay pericd. Prior to 2015, Duke Energy also provided a match on after-tax contributions for certain plans. Dividends on
Duke Energy shares held by the savings plans are charged to retained earnings when declared and shares held in the plans are considered outstanding in the calculation of
basic and diluted earnings per share.,

For new and rehired non-union and certain unionized employees who are not eligible to participata in Duke Energy’s defined benefit plans, an additional employer contribution of
4 parcent of eligible pay per pay period, subject to three-year vesting, Is provided to the employee’s savings plan account.
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The following table inclsdes employer matching conttibutions, as well as the additional contribution of 4 percent of eligible pay per pay period for employees not eligible to
participate in a defined benefit plan, made by Duke Energy and expensed by the Subsidiary Registrants.

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Three Months Ended. September 30, o '_ o ) ‘ ' ) )
2015 $ 4 5 11 $ 0 § 7 5 3 s — % 1
2014 o e 30 10 10 7 3 L 1
Nine Months Ended September 30,
2015 - s - % 400§ ¥ s 26 5 s 2§ 5
2014 110 36 33 23 10 2

17. INCOME TAXES

The effective tax rates from continuing operations for each of the Duke Energy Registrants are included in the following table.

Three Months Ended Nine Months Ended

September 30, September 30,

2015 2014 2015 2014
Duke Energy ' S L ' 30.9% 34.0% | 32.5% 31.4%:
Duke Energy Carolinas o o ®5% 33.9% 3% BT
Progress Energy . e zse% e Ea% o 3e% 3%
Duke Energy Progress 34.4% 36.3% 35.3% 36.6%
Duke Energy Florida S TaoA% . es%.  asa% . 386%
Duke Energy Ohio _ o 39.3% 38.3% 37.6% 34.9%
Duke Energy Indiana . o - 37.0% . 31.6% 36.6% - " 35.2%.

The decrease in the effective tax rate for Duke Energy for the three months ended Septernber 30, 2015, is primarily due to the tax benefit related to the manufacturing deduction
in 2015, which was limited in the prior year due to taxable income, and a tax benefit from the legal entity restructuring of Duke Energy Florida and Duke Energy Progress. The
increase in the effective tax rate for the nine manths ended September 30, 2015, is primarily due fo a deferred tax benefit related to the merger of two Chilean subsidiaries
recorded in the sacend quarter of 2014 and a deferred tax charge for changes in apportionment related to state income taxes recarded in the second quarter of 205 offset by
the tax benefit related to the manufacturing deduction in 2015, which was limited in the prior year due o taxable incoms, and a tax benefit from the legal entity restructuring of
Duke Energy Florida and Duke Energy Progress.

The Increase in the effective tax rate for Duksa Energy Caralinas for the three months ended September 30, 2015, Is primarily due to a decrease in tha tax benefit of the
manufacturing deduction in 2015 as compared to 2014, partially offset by a reduction of the North Carolina statutory corporate state income tax rate. The increase in the
effectiva tax rate for the nine months ended September 30, 2015, is primarily due to favorable prior year audit setlements and changes in apportionment refated to state income
tax.

The decrease in the effective tax rate for Progress Energy for the three and nine months ended September 30, 2015, is primarily due to a reduction of the North Carglina
statutory corporate state income tax rate and release of tax reserves due to expired tax statutes.

The decrease in the effective tax rate for Duke Energy Progress for the three and nine months ended September 30, 2015, Is primarily due to a reduction of the North Carolina
statutory corporate state income tax rate.

The decrease in the effective tax rate for Duke Energy Florida for the three and nine months ended September 30, 2045, is primarily due to a release of lax reserves due to
expired tax statutes.

The increass in the effective tax rate for Duke Energy Qhio for the three months ended September 30, 2015, is primarily due to certain nondeductible book depreciation offset
by the tax benefi related to the manufacturing deduction in 2014, The increase in the effective tax rate for the nine months ended September 30, 2015, is primarily due to the tax
benefit related to the manufacturing deduction in 2014,

The increase in the effective tax rate for Duke Energy Indiana for the three and nine months ended September 30, 2015, Is primarily due to a prior period audit settlement in
2014, partially offset by a reduction In the Indiana statutory corporate state income tax rate.
18. SUBSEQUENT EVENTS

For information on subsequent events refated to acquisitions and dispositions, regulatory matters, commiiments and contingencles, and derivatives and hedging see Notas 2, 4,
5 and 10, respectively.
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ITEM 2, MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following combined Management's Discussion and Analysis of Financial Condtion and Resuits of Operations is separately filed by Duke Energy Corporation (collectively
with ts subsidiaries, Duke Energy) and Duke Energy Carolinas, LLC (Duke Energy Carolinas), Progress Energy, Inc. (Progress Energy), Duke Energy Progress, LLC {Duke
Energy Progress, formerly Duke Energy Progress, Inc.}, Duke Energy Florida, LLC (Duke Energy Florida, formerly Duke Energy Florida, Inc.), Duke Energy Ohio, Inc. (Duke
Energy Ohio) and Duke Energy Indiana, Inc, (Duke Energy Indiana} (collectively referred to as tha 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.

DUKE ENERGY

Duke Energy is an energy company headquartered in Charlotte, North Carolina, Duke Energy operates in the United States (U.S.) primarily through its wholly owned
subsidiaries, Duke Energy Carolinas, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio and Duke Energy Indiana, as well as in Latin America,

When discussing Duke Energy’s consclidated financial information, it necessarily includes the results of the Subsidiary Registrants, which, along with Duke Energy, are
collectively referred to as the Duke Energy Registrants.

Management's Discussion and Analysis includes financial information prepared in accordance with generally accepted accouniing principles (GAAP) in the U.S., as well as
certain non-GAAP financial measures such as adjusted earnings, adjusted diluted earnings per share (EPS) and adjusted segment income, discussed below, Generally, a non-
GAAP financial measure is a numerical measure of financial performance, financial position or cash flows that excludes {or in¢ludes) amounts that are included in {or excluded
from) the most directly comparable measure calculated and presented in accordance with GAAP. The non-GAAP financial measures should be viewed as a supplement to, and
net a substitute for, financial measures presented in accordance with GAAP. Non-GAAP maasures prasantad herain may not be comparable to similarly titled measures used
by other companies.

Management's Discussion and Analysis should be read in conjunction with the Condensed Consclidated Financial Statements and Notes for the nine months ended September
30, 2015, and with Duke Energy’s Annual Report en Form 10-K for the year ended Decemnber 31, 2014,

Acquisition of Piedmont Natural Gas

On October 24, 2015, Duke Energy 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 Piedmont for $4.9 billion in cash. Upen clesing, Piedmont will become a wholly-owned
subsidiary of Duke Energy.

Pursuant to the Mergar Agresment, upon the closing of the mearger, each share of Piedmont common stock issued and outstanding immediataly prior to the closing will be
converted automatically into the right to receive $60 In cash per share. In addition, Duke Energy will assume $1.8 bilion in Piedmont exIsting debt. Duke Energy expects to
finance the transaction with a combination of debt, between $500 millon and $750 million of newly issued equity and other cash sources. Duke Energy has a fully underwritten
bridge facilty to support funding of the merger.

Completion of the transaction is conditioned upon approval by the North Carolina Utilities Commission {(NCUC), expiration or termination of any applicable waiting period under
tthe federal Harl-Scott-Rodino Antitrust Improvements Act of 1976, and Piedmont shareholder approval. The Merger Agreement contains certain termination rights for both Duke
Energy and Piedmont, and provides that, upon termination of the Merger Agreement under specified circumsiances, Duke Energy would be required to pay a termination fee of
$250 million o Piedmont and Piedmont would be required to pay Duke Energy a termination fee of $125 million,

Subject to receipt of required regulatory approvals and mesting closing conditions, Duke Energy and Piedmont are targeling a closing by the end of 2016.

See Note 4 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information regarding Duke Energy and Pledmont's joint investment in
Afiantic Coast Pipeline, LLC (ACP).

Midwest Generation Exit

Duke Energy, through indirect subsidiaries, completed the sale of the nonregulated Midwest generation business and Duke Energy Retail Sales LLC (Disposal Group) to a
subsidiary of Dynegy Inc. (Dynegy} on April 2, 2015, for approximately $2.8 billion in cash. Refer to Note 2 to the Condensed Consolidated Financial Statements, “Acquisitions
and Dispositions," for additional information on this transaction.

Commercial Portiolio (formerly Commercial Power) builds, develops and operates wind and solar renewable generation and energy transmission projects throughout the

U.8. The segment was renamed as a result of the sale of the nonregulated Midwest generation business, as discussed in Note 2, For periods subsequent to the sale, beginning
in the second quarter of 2015, cerlain immaterial results of operations and related assets previously presented in the Commercial Portfolio segment are presented in Regulated
Utilities and QOther.
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Accelerated Stock Repurchase Program

On April 6, 2015, Duke Energy aentered into agreements with each of Goldman, Sachs & Co. and JPMorgan Chase Bank, National Association (the Dealers) to repurchase a
total of $1.5 billion of Duke Energy common stock under an accelerated stock repurchase program (the ASR). Duke Energy made payments of $750 million to each of the
Dealers and was defivered 16.6 milion shares, with a total fair valua of $1,275 bilion, 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 milion unsettied portion met the criteria to be accounted for 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 addilonal shares to Duke Energy to complete the ASR. Approximately 19.8 milion 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 commeon stock during the term of the program, less a discount.

For additional information on the details of this transaction, see Note 14 to the Condensed Consolidated Financial Statements, “Common Stock.”
Results of Operations
In this section, Duke Energy provides analysis and discussion of earnings and factors affecting earnings on both a GAAP and non-GAAP basis.

Management evaluates financial performance in part based on the non-GAAP financial measures, adjusted earnings and adjusted diluted EPS. These tems are measured as
income from continuing operations net of income {loss) attributable to noncontreling interests, adjusted for the dollar and per-share impact of mark-te-market impacts of
economic hedges in the Commercial Portfolio segment and special items including the operating rasults of tha Disposal Group classified as discontinued operations for GAAP
purposes. Special tems represent certain charges and credits, which management believes will not be recurring on a regular basis, although i is reasonably possible such
charges and credits could recur. Operating resulis of the Disposal Group sold to Dynegy are reported as discontinved operations, including a portion of the mark-to-market
adjustments associated with derivative contracls. Management believes that including the operating results 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 prior fo the sale of the Disposal Group. Addttionally, as
a result of completing the sale of the Disposal Group dusing the second quarter of 2015, state incoma 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 reflected in Discontinued Operatlons in the
Commercial Portfolio segment for adjusted diluted EPS purposes as management 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 ils 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, ¢lassified as discontinued operations, as such derivative contracts do not
qualify for hedlge accounting of regulatory treatment, The economic value of generation assets is subject te fluctuations in fair value due to market price volatiity of input and
output commoedities (e.g., coal, electricity, natural gas). Economic hedging involves both purchases and sales of those input and output commodities related te generation
assets, Operations of the generation assets ara accounted for under the accrual method. Management believes excluding impacts of mark-to-market changes of the derivative
contracts from adjusted earnings untll settlement better matches the financlal impacts of the derivative contract with the portion of economic value of the underlying hedged
asset. Management believes the presentation of adjusted earnings and adjusted diluted EPS provides useful information fo investors, as it provides them an additional relevant
comparison of Duke Energy’s performance across periods, 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 finapcial performance, Adjusted diluted EPS
is also used as a basis for employee incentive bonuses, The most 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 sharsholders, which include the dollar and per-share Impact of
special tems, mark-to-market impacts of economic hedges in the Commercial Porifolio segmant 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
nencontrolling interests. Segment income, as discussed below, includes intercompany revenues and expenses that are 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 incoma adjusted for the mark-to-market impacts of economic hedges in the Cemmercial Portfolic segment and special items, including
the operating results of the Disposal Group classified as discontinued operations for GAAP purposes. Maragement befieves the presentation of adjusted segment income as
presented provides useful information te investors, as it provides them with an additional relevant comparison of a segment's performance across periods. The most directly
comparable GAAP measure for adjusted segment income is segment income, which represents segment income from continuing operations, including any special tems and
the mark-to-masket impacts of economic hedges in the Commercial Porifolio segment.

Duke Energy's adjusted earnings, adjusted diuted EPS and adjusted segment income may not be comparable to similarly titled measures of another company because other
entities may not calculate the measures In the same manner.

See Note 3 to the Condensed Consolidated Financial Statements, "Business Segments,” for a discussion of Duke Energy's segment structute,
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Executive Overview
The following table reconciles non-GAAP measures to their most directly comparable GAAP measures.
Three Months Ended September 30, 2015
Total Ellminations/ Per

Regulated International Commercial Reportabla Discontinuad Duke Ditutad
{In milllons, except per-share amounis} Utllities Energy Parifallo Segmants Other Qperations Energy Shara
Adjusted segment incoma/Adjusted earnings § 965 & ; 6 . § : 4 % 1030 s - (19} % . _ - 5 1,011 $ 14T
Costs to achieve Progress Energy merger ) = ) — ) o —_ —_ (15} — {15) (0.02}
Edwardspart Seltlement L _ts6) ) - - : - {56). {6.08)
Ash Basin Settlement L ] — o = . ) bl (4) 0.01)
Economic hedgas {mark-to-markat} ' o —- = R 1 1 - _. L= A -
Discontinuad operations — — —_ —_ — (5) () {0.01)
‘Segment income (loss)/Net Incoma Attributable -
1o Duke Energy Corperation . 5 . 905§ 69 & 3 § 971 $ (34)  § (5 §. 932 1 1.35

Thres Months Ended Septembuer 30, 2014
Total Ellminations/ Per

Regulated International GCommerclal Reportable Blscantinued Buke Dlluted
{In millions, except per-share amounts} Utilities Energy Pertfolla Segments Other Operations Energy Share
Adjusted segment income/Adjusted-earnings  § o920 § c.8 s 51§ 1050 % (8 % — - % 93 5 140
Costs 1o achieve Progress Energy mergar = —_ -_ , = {35) - ) {38} {D.05)
Midwest generation operations .. . . — - B {68} ’ LN [ S 78 — -
Asset sa[es - . - . . - - . . - .. . . 9 - ™ 9 0'01
Discentlnued operations -— . —_ _ - T - 307 307 0.44
Segment Incoma (loss)/Net Incoma
Altributable to Duke Energy Corporation $ 920 $ :1 $ {1m s 983 3 {92) $ 383 $ 1,214 $ 1.80

The variance in adjusted earnings for three menths ended September 30, 2015, compared to the same perlod in 2014, was primarily due to:

Warmer weather in 2015 compared to 2014;
Increased retall pricing primarily due to prior-year fuel settlierments and increased rider revenues resulting from energy efficiency programs;

Increased wholesale net margins largely due to a new wholesals contract with the North Carolina Eastern Municipai Power Agency (NCEMPA) and increases in
contracted amounts and prices on existing contracts;

The impact of a lower effective income tax rate; and

Reduction in shares ouistanding due to the Duke Energy stock repurchase {only impacts per diluted share amounts in the tables abgve),

Partially offset by:

The sale of the nonregulated Midwast genaration business in the second quarter of 2015;
Higher operations and maintenance expense primarily due to plannad increased spending and higher storm restoration costs; and

Lower resulls in Latin America primarily due to weaker foraign currency exchange rates and an asset impairment in Ecuador, partially offset by lower purchased
power cosis in Brazil.

Mine Months Ended September 30, 2015

Total Ellminations/ Per
Regulated International Commerclal Reportable Discontinued Buke Diluted
(in millions, axcept per-share amaunts) Utilities Energy Partfolio Segmeants Qther Operationa Eneargy Share
Adjusted segmant Income/Adjusted eamings ~ § 2,371 $ 187§ 9 § 2,621 § 7y s R | 2,550. 3 3.66
Midwest peneration operatlons —_ ) bl ) o (94) o (94) ) — o 94 —_ —
Cosls to achlave Prograss Energy merger - o - — —_ . —_ (42) - {42y ~ {0.0%)
Edw_ardsport Seltlement {56y e ) ) — (56} _ = — (56) (0.08)
Ash Basin Settlement ) - - — (4) ) — - {4} [0.01) .
Economlc hedgas (mark-to-market) —_ - 1 1 — - 1 _
Discontinued oparations — — ) (41} (41) - {69} {110} {0.18)
Segment income (lossyNet Incoma Attributable
to Cuka Enargy Corporaticn $ 2,311 $ 157 $ (35p §$ 2,432 $ (119 § 25 H 2,339 $ .38
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Nine Months Ended September 30, 2014
Total Eliminatlens/ Per
Regulated Intarnational Commerclal Reportable Discontlnued Duke Diluted
{In millions, except per-share amounts) Utllities Energy Portfollo Segments Other Operatlons Energy Share
Adjusted segment income/Adjusted earnings L 2348. § . 358, 's ms 2119 5 (71} % — 5 2608 § 3.89
Costs to achieve Progress Energy merger — o - - - (1o ) - [107_) {0.15)
Midwest generatlcn operations =~ _' - ) - . — . . Lo|y s {8y - ) . 82 ' . - —_—
Asset Impairment ; ; - ) —_ o (59) ) {59) - o e ) {0.08)
Economic hedges {mark-te-market) ) . — - {6) . . = ' - . - {6) - {o.o)
Asset sales o ) o = — 7 Bt - ) 0 - ] 0.0t
Discontinued cperatlons . . — ) — | — — - (639} {655) . {0.04)
Segment income {less)yNet Loss Attributable to
Duke Energy Corporation 5 2346 5 56§ (7o) % 26532 § (269) % (577) § 1,786 & 2.52

The varlance in adjusted earnings for nine months ended September 30, 2015, compared {o the same period in 2014, was primarily due to:

Lower results in Latin America primarily due to unfavorable hydrology in Srazil, a prior-year tax beneft related to the reorganization of Chilean operations, weakness in
foreign currency exchange rates, and lower dispatch in Central America due to increased competition;

Higher operations and maintenance expense primarily due to planned increased spending and the prior-year benefit associated with the adoption of nuclear outage
levelization, partially offset by lower storm restoration costs;

Higher depreciation and amortlzation expense primarily due to higher depreciable base; and

Lower equity in earnings of unconsolidated affiliates due to lower margins at National Methancl Gompany (NMG), largely driven by lower methyl tertiary butyl ether
(MTBE) prices, partially offset by lower butane costs,

Partially offset by:

Increased retail pricing primarily due to higher base rates and rate riders in certain jurisdictions, inciuding Increased revenues related to energy efficiency programs;
Increased wholesale net margins largely due ta increases in contracted amounts and prices and a new wholesale contract with NCEMPA,;
Favorable weather in 2015 compared to 2014,

Higher results at the nonregulated Midwest generation business prior to its sale on April 2, 2015, due to higher PJM Interconnection LLC {PJM) capacity revenues and
Increased generation margins;

The impact of a lower effective income tax rate; and

Reduction in shares outstanding due to the Duke Erergy stock repurchase {only impacts per diluted share amounts in the tables above).

SEGMENT RESULTS

The remaining information in this discussion of resuits of operations is presented on a GAAP basis,

Regulated Utilities

Three Months Ended September 30, Nine Months Ended September 30,
{in millions} 2015 2014 Varance 2015 2014 Variance
Operating Revenuss : ) . ] 6147 . § 5988 - § 161 & 17,080 -§ 17074 3 16
Operating Expenses 4,481 4,361 120 12,789 12,807 (18)
Gains on Sales of Other Assels and Other., net : ) 1 1 — 10 T 2 - 8
Operating Income 1,667 1626 41 4,311 4,269 42
Other Income and Expenses, net ' . 56 75 (19) 187 206 (19)
Interest Expense 280 271 ] 829 a16 13
Income Before Income Taxes R - I 1,430 . 13 3,669 3,659 10
Income Tax Expense 538 510 28 1,358 1,313 45
Segment Income 5 905 § 920 . § (t5) $ 2311 % 2,346° % {35)
Duke Energy Carolinas GWh sales. o 23737 22,821 ' 916 67,511 67350 161
Duke Energy Progress GWh sales 18,283 16,540 1,743 50,000 47,394 2,606
Duke. Energy Florida GWh sales ' ' 11,513 11,550 37y - 30,788 30051 737
Duke Energy Ohio GWh sales 6,698 6,465 233 19,698 18,768 w0
Duke Energy Indiana GW sales 8784 8,224 560 25,217 25555 (336)
Total Regulated Utilities GWh sales 69,015 65,600 3,415 193,214 189,116 4,008
Net proportional MW capacity in operation 50,033 49471 562

Three Months Ended September 30, 2015 as Compared to September 30, 2014
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Regulated Utilities’ results were impacted by impairment expense associated with the September 2015 Edwardsport Iniegrated ifcation Combined Sycle ﬁﬁ:muégent.
higher operation and maintenance costs, and the impact of a higher effective tax rate. These impacts were largely offset by slightly favorable weather ﬁﬂﬁ P
mild summer In 2014 and an increase in wholesale power margins. The following is a detailed discussion of the variance drivers by Ine item.

Operating Revenues. The variance was driven primarily by:

. a 594 milion increase In electric sales (net of fuel revenue) to retall customers dus to favorable weather conditions. For the three months ended September 30, 2015
in the Carolinas, cooling degree days were 4 percent above normal as compared with 11 percent below normal during the same period in 2014, Far the three months
ended September 30, 2015 in the Midwest, cooling degree days were 13 percent below normal as compared with 29 pergent below normal during the same perlod in
2014, Far the three manths ended September 30, 2015 in Florida, cooling degree days were 2 percent below normal as compared with 1 percent below normal during
the same period in 2014; and

- a $54 million increase in whalesale power revenues, net of sharing, primarily due to additional volumes and capacity charges for customers served under long-term
contracts, in¢luding the NCEMPA whalesale contract that became effective August 1, 2015.

Operating Expenses, The variance was driven primarily by:

. an $85 milion impairment charge related to the September 2015 Edwardsport IGCC settiement, See Note 4 to the Condensed Consclidated Financial Statement,
*Regulatory Matters,” for additional information;

. a %54 milion increase in operations and maintenance expense primarily due to higher maintenance costs at fossil generation stations, higher costs for transmission
and distribution and higher storm restoration costs; and

. a %14 milion ingrease in property and other taxes primarily due to higher property taxes,
Partially offset by:

. a $19 milion decrease in depreciation end amortization expense primarily due to reductions In amounts recoverable at Duke Energy Florida through the nuclear cost
recovery clause and the environmental cost recovery clause, partially offset by increased depreciation due to plant additions.

Other Income and Expenses, net. The variance was driven primarily by lower net returns recognized cn projects and cther charges related to the September 2015
Edwardspert IGCC setilement.

Income Tax Expense, The variance was primarily due o an increase in the effective tax rate. The effective tax rate for the three months ended September 30, 2015 and 2014
was 37.3 percent and 35.7 percent, respectively, The increase in the effective tax rate is primarily due to an unfavorable tax-basis balance sheet adjusiment and a lower
manufacturing deduction in 2015, partially offset by a reduction of tax reserves,

98




KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
PART | Page 110 of 169

Nine Months Ended September 30, 2015 as Compared to September 30, 2014

Regulated Utilities” results were impacted by impairment expense associated with the September 2015 Edwardsport IGCC settiement and the impact of a higher effective tax
rate. These impacts were partially offset by an increase in wholesale power margins, favorable weather and higher weather-normal sales volumes. The following is a detailed
discussion of the variance drivers by line tem.

Operating Revepues, The variance was driven primarily by:

. a 5121 million increase in wholesale power revenues, net of sharing, primarily due to additional volumes and capacity charges for customers served under Jong-lerm
ceontracts, including the NCEMPA whelesale contract that became effective August 1, 2015;

. a $117 milicn increase in electric sales (net of fuel revenue) to retail customers due fo favorable weather conditions. For the nine months ended September 30, 2015
in the Carolinas, cooling degree days were & percent above normal as compared with 5 percent balow normal during the same period in 2014, and heating degree
days were 11 percent above normal as compared with 15 percent above normal during the same period in 2014. For the nine months ended September 30, 2015 In
the Midwest, cooling degree days were 9 percent below normal as compared with 21 percent below normal during the same period in 2014, and heating degree days
were 14 percent above normal as compared with 23 percent above normai during the same period in 2014. For the nine months ended September 30, 2015 In Florida,
cooling degree days were 9 percent above normal as compared with 1 percent below normal during the same period in 2014, and heating degree days were & percent
below normal as compared with 1 percent above normal during the same period in 2014; and

. a %29 milion increase in weather-normal sales volumes to retail customers {net of fuel revenua) reflecting increased demand,

Partially offsot by:

. a $131 milion decrease in gross receipts tax revenue due to the North Carolina Tax Simplification and Rate Reduction Act, which terminated the collection of the North
Carolina gross receipls tax effective July 1, 2014; and

" a $125 millicn decrease in fuel revenues driven primarily by overall lower fuel rates for electric retail customers. Fuel revenues represant sales to retail and wholesals
customers.

Operating Expenses. The variance was driven primarily by:

. a $177 milicn decrease in fuel expense (including purchased power and natural gas purchases for resale) primarily due to (i) lower natural gas prices, and (i) lower
volumes of coal and cil used In electric generation, partially offset by (iii) higher volumes of natural gas used in electric generation; and

. a 5115 millen decrease in property and other taxes primarily due to the termination of the coilection of the North Carclina gross receipts tax as mentioned above, and
lower sales and usa tax, partially offset by a favorable 2014 Ghio gas excise tax settlernent,

Partially offset by:

. a $164 million increase in operations and maintenance axpensa primarily due to planned spending and the prior-year benefit of the adoption of nuclear cutage
lavelization, higher costs for transmission and distributien, and higher maintenance coslts at fossil ganeration stations, partially offset by lower storm restoration costs;

. an $85 millon impairment charge related to the September 2015 Edwardspert IGCC settlement. Sea Note 4 to the Condensed Consolidated Financial Statement,
“Regulatory Matters,” for additional information; and

. a %21 milion increase in depreciation and amortization expense primarily due to increases In depreciation as a result of additional pant in service,

Other iIncome and Expenses, net. The variance was driven primarily by a decrease in amortization of deferred returns for projects that bad been completed prior o being
reflected in customer rates and overall decreases within miscellaneous income, partially offset by higher alowance for funds used during construction (AFUDC) equity, primarily
due to nuclear plant expenditures.

Interest Expense. The variance is primarily due fo higher interest on bonds due to new Issuances of debt.

Income Tax Expense. The varlance was primarily due to an increase in the effective tax rate, The effective tax rate for the nine months ended September 30, 2015 and 2014
was 37.0 percent and 35.9 percent, respectively. The increase in the effective tax rate is primarily due to favorable audit settiements and changes in apportionment related to
state income tax recorded in 2014,

Matters Impacting Future Regulated Utilities Resuits

Duke Energy Is a party to multiple lawsuits and could be subject to fines and cther penalties refated o the Dan River coal ash release and operations at cther North Carolina
facilities with ash basins. The outcome of these lawsuits and potential fines and penaities could have an adverse impact to Regulated Utilittes’ inanclal posttion, results of
operations and cash flows. See Note & to the Condensed Consolidated Financial Statements, “Commitments and Contingencies,” for additional information.

An order from regulatory authorilies disallowing recovery of costs related to closure of ash basins could have an adverse impact to Regulated Utilties' financial position, results
of operations and cash flows. See Note 5 to the Condensed Consolidated Financial Statements, "Commitments and Contingencies,” for additional information.
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In 2013, a Federal Energy Regulatory Gommissicn (FERGC) Administrative Law Judge (ALJ} issued an initial decision that Duke Energy is responsible for costs associated with
Mulli Value Projects (MVP), a type of Transmission Expansion Planning (MTEP} cost, approved by Midcontinent Independent System Cperator, Inc. (MISO) prior to the date of
Duke Energy’s wilndrawal. On Qctober 29, 2015, the FERC issued an order raversing the ALJ's decision. FERC ruled that Duke Energy has no liability for MVP costs after ils
withdrawal from MISO. MISO has 30 days from the date of the order In which to file a request for rehearing with FERC. If the FERC decision were appealed and Duke Energy is
deemed responsible for these costs, and if the regulatory commissians disallow recovery of these costs, there would be an adverse impact to Regulated Utilities® financial
position, results of operations and cash flows. See Note 4 to the Condensed Consolidaied Financial Statements, “Regulatory Matters,” for additional information,

Duke Energy Florida has a pending proceeding with the Florida Public Service Commission (FPSC) for a financing order to securitize the Crystal River Unit 3 Regulatory asset
with low-cost securitles. If the FPSC issues an acceptable financing order and Duke Energy Florida issues the bonds, securitization would replace the base rate recovery
mathodology established in the 2013 Agresment described above, and would 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 intlal accelaration of cash, followed by a reduction to Regulated Ulilities’ future resulis of operations and ongeing cash flows as it would no
longer earn an eguity return on these costs, Under a pravious settlement agreement with the FPSC, the allowed return on equily for Crystal River Unit 3 is limted to 70 percent
of the approved return on aquity, which is currantly 10.5 percaat. On October 15, 2015, the FPSC approved an agreement on all securitization-related issues and is expected to
issue a final financing order in the fourth quarter of 2015. Regulated Utilities cannet pradict the outcome of this matter.

In September 2015, Duke Energy Indiana entered into a settlement agreement with muitiple parties that will rescive all disputes, claims and Issues from the Indiana Utility
Regulatory Commission {IURC) proceedings regarding the Edwardsport IGCC generating facility. Pursvant to the terms of the agreemant, Regulated Utilties recognized an
Impairment and related charges of $30 milion. Additionally, the agreement stipulates the recovery of the remaining regulatory asset over an eight-year period and confirms the
conclusion that the in-service date for accounting and ratemaking purposes wil remain June 7, 2013. The setllement agreement will also impose a cost cap for recoverable
operations and maintenance retall costs of $73 milion in 2016 and $77 milion in 2017 as well as a cost cap for on-going capital expenditures through 2017. Tha settlement is
subject to [URC approval and if approved would resclve and close a number of outstanding issues pending before the IURC related to post commercial operating performance
and recovery of ongoing operating and capital costs at Edwardsport. If the settlement is not approved, outstanding issues bafore the IURC related to Edwardsport would
resume, the ultimate resolution of which could have an adverse impact on Regulated Utilties’ financial position, results of operations and cash flows. In addttion, the inabity to
manage operating and capital costs under caps imposed under the setilement could have an adverse impact on Regulated Utilities' financial position, results of operations and
cash liows. See Note 4 o the Censolidated Financial Statements, “Regulatory Matters,” for additicnal information.

On Qctober 23, 2015, the EPA published in the Federal Register the Clean Power Plan {CPP) rule for regulating carbon dioxide {CO;) emissions from existing fossil fuel-fired
electric generating units (EGUs). The CPP establishes CO, emission rates and mass cap goals that apply o fossi fuel-fired generation. Under the CPP, states are required o
develop and submit a final compliance plan, or an initial plan with an extensicn request, 1o the EPA by September &, 2016, or no fater than September 2, 2018 with an approved
extension, Thess state plans are subject ie EPA approval, with a federal plan applied te 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 rele pending the outcome of the litigation have also been filed. Final
resolution of these legal challanges 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 rula, Costs to operate coal-fired generation plants continua to grow due t¢ increasing environmental
compliance requirements, including ash managament costs unrelated to CPP, and this may result in the retirement of coal-fired generation plants earlier than the current useful
lives, Regulated Utilities continues to evaluate the need to retire generating facilities and plans to seek regulatery 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 en remaining beok values, and therefora
cannct be assuraed. In addition, Regulated Utilities ¢ould incur increased fuel, purchased power, operation and maintenance, and other costs for replacement generation as a
result of this rule. Regulated Utiitias cannot predict the outcome of these matters.
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Intematlonal Energy

Three Months Ended September 30, Nine Menths Ended September 30,

{in milllons} 2015 2014 Variance 2015 2014 Varfance

COperating Revenues ’ H 281 § 366 5 85) $ 841 § 1,111 § (270).
Cperating Expenses 200 275 (75) 639 760 (121}
Gains {Losses) on Sales of Other Asséts énd Other. net SO o2 : (2) {1 7 (6)
Cperating Income 81 93 (12) 201 358 (157)
Other Income and Expense, net ' o N T 43 ey g . 152 S
interest Expense 21 25 (4) 66 7 (5}
Income Before Income Taxes ) ) o B4 111 - (27) 204 - . 439 (235) .
Income Téx Expense ‘ 14 29 ‘ (18) 4“ ‘ 74 ' (30}
Less: Income Atiributable to:Noncontroliing lnlefestS' o o 2 ' (1) o 3 i ) (6):
Segment Income $ 69 § 80 § (i)Y % 157 § 356 § (199)
Sales, GWh ‘ ‘ ) ' 4580 4,26 298 13580 13814 (234)
Net proportional MW capacity in operation . . ' . - ' 4,333 4.353‘ ' {25).

Three Months Ended September 30, 2015 as Compared to September 30, 2014

International Energy's resulls were impacted by an impairment loss in Ecuador, lower equity earnings in NMC, and unfavorable exchange rates partially offset by lower
purchased power costs in Brazil and a lower effective tax rate, The following is a detailed discussion of the variance drivers by fne item,

Operating Revenues, The variance was driven primarily by:

. a $48 million decrease in Brazil due to unfavorable exchange rates partially offset by higher average contract prices; and

. a $34 million decrease in Central America due to lower average prices as a result of increased competition.

Operating Expenses. The variance was driven primarlly by:

. a %59 million decrease in Brazil due te lower purchased power costs and favorable exchange rates; and

. a $23 milion decrease in Central America due to lower fuel consumption,

Partially offset by:

. a $19 millon increase in Ecuador due to an impairment loss, higher maintenance costs and provision for asset retirement obligation,

Gther Income and Expenses, net. The variance is primariy due to lower interest income in Brazil and lower equity earnings in NMC as a result of lower average MTBE prices
and sales volumes, partially offset by lower butane costs.

fncome Tax Expense, The variance is primarily due to lower pretax income and a lower effective tax rate. The effective tax rate for the three months ended September 30,
2015 and 2014 was 16.3 percent and 25.9 percent, respectively. The decrease in the effective tax rate was primarily due to 2015 tax return adjustments,

Nine Months Ended September 30, 2015 as Compared to September 30, 2014

International Energy's resulls ware impacted by unfavorable hydrology and exchange rates in Brazd, the absenca of a prior year merger step-up tax bensfit in Chile, lower
dispatch in Central America and lower equity earnings in NMC. The following Is a defailed discussion of the variance drivers by line itern.

Cperating Revenues. The variance was driven primarily by:

. a $136 million decrease in Brazil due to unfavorabla exchange rates and lower spot sales, partially offset by higher average prices;
. a %100 milllon decrease in Central America due to lower average prices and dispatch as a result of increased competition; and
. a $25 millon decrease in Peru due to lower average hydrocarbon prices and unfavorable exchanges rates.

QOperating Expenses. The variance was driven primarlly by:

. a 361 milion decrease in Central America due to lower fuel costs partially offset by higher purchased power costs;
. a $40 milion decrease in Brazil due 1o favorable exchange rates partially offset by higher purchased power ¢osts; and
. a 534 million decrease in Peru dus to lower fue! consumption and purchased power costs.

Other Income and Expenses, net, The variance is primarily due to a net remeasurement foss in Latin America, lower inferest income in Brazil and (ower equity earnings in
NMC as a result of lower average MTBE prices and sales volumes, partially offset by lower butane costs,
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Income Tax Expense. The variance is primarily due to lower pretax income, partially offset by a higher effective tax rate. The effective tax rate for the nine months ended
September 30, 2015 and 2014 was 21.6 percent and 16.9 percent, respectively. The increase in the effective tax rate is primarily due to a tax benefit recorded in the second
quarter of 2014, as a result of the merger of two Chilean subsidiaries, partially offset by tax return adjustments recorded in the third quarter of 2015,

Matters Impacting Future Intemational Energy Resuits

International Energy’s operations include conventional hydroelectric power generation facilties located in Brazil where water reservoirs are at abnormally low levels due to a
lack of raipfall. Weather and economic conditions within Brazil kave resulted in higher energy prices, a reduction in electricity demand and the devaluation of Brazil's currency. In
addition, International Energy’s equity earnings from NMC reflect sales of methancl and MTBE, which generate margins that are directionally correlated with crude oil prices.
These weather and economic conditions have also resulted in lawsuits brought to the Brazilian courts by certain hydroelectric genarators to limit the {inancial exposure to 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, the outcome of legal matters in the Brazilian courts or from a significant decline in crude ol prices.

Commercial Portfolio

Three Months Ended September 30, Nine Months Ended September 30,
{in millions) 2015 2014 Variance 2015 2014 Variance
Operating Revenues ] $ 66 § 50 & 1€ % 214- § 196 % 19
Operating Expenﬁes ‘ a2 a7 . (5} 233 355 (100}
Gains on $ales of Other. Assets and Other, net o ' . R e - 8
Operating Loss {16) (37) 21 (35) {180y 125
Othet Ingome and Expense, net S s @ @ 15 (18)
Interesf Expense . 1 14 (3} 33 41 (8)
Loss. Before Income Taxes . . IR ) (30) (46) 186 S (M) (186} _ 115 :
Income Tax Benefit (26) (29) 3 (35) (116) g1
Less: Loss Aftributable io Noncontroling Interestﬁ o ) o ) (1). L —. o "(.1) )] — . (1):
Segment Loss $ @3 3% (i7y % 14 § {35) $ (70} % 35
Coal-fired plant preduction, GWh — 192 (192) — 887 (867)
Renewable plant production, GWh ' ' C t20 0 1084 e 3m13 a2z (199)°
Total Commercial Portfolio production, GWh 1,230 1,246 (18) 3,913 4,979 (1,066)
Net proportional MW capacily in operation ’ ) ) L ] 1,634 ] 1,698 {64):

Threa Months Ended September 30, 2015 as Compared to September 30, 2014

Commercial Portfolio’s results were positively impacted by the retirement of the Beckjord Station (Beckjord) in 2014. The following is a detalled discussion of the variance
drivers by line item.

Operating Revenues. The variance was driven primarily by a $21 millon increase In electric revenues from new solar and wind generation placed in service, pariialy offset by
a $6 milion decrease In electric revenues due to the shift of the residual Midwest Generation business out of Commercial Portfolio following the sale of the Disposal Group.

Operating Expenses. The variance was driven primarily by a $17 million decrease in operating and maintenance expenses due to the 2014 retirement of Beckjord, partially
offset by a $12 millon increase in operating and maintenance expenses resulting from new solar portfolio activity.

Other Income and Expense, net, The variance was primarily due to a net gain recognized for the sale of cartain renewable development essets in 2014 and lower equity
earnings for the renewables portfolic due to lower preduction resulting from changing wind patterns.

Income Tax Benofit. The effective tax rate for the three months ended September 30, 2015 and 2014 was 88.8 percent and 84.1 percent, respectively. The increase in the
effective tax rate is primarily due to the impact of production tax credits for the renewables portfolio with a decrease in pretax losses.

Nine Months Ended September 30, 2015 as Compared to September 30, 2014

Commercial Portfolio’s results were positively impacted by the 2014 Impairment recorded for an intangible asset, partially offset by the impact of changes in apportionment
related to state income taxes resulting from the sale of the Disposal Group. The following is a detailed discussion of the variance drivers by line item.

Operafing Revenues. The variance was driven primarily by:
J a $37 million increase in electric revenues from new solar generation placed In service; and

. a $9 millign increase In mark-to-market revenues due to prior year losses that did not recur.
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Partially offset by:

. a $17 million decrease in electric revenues due to lower wind praduction resulting primariy from changes in wind patterns; and

. a $12 million decrease in electric ravenues due to the shifi of the residual Midwest Generation business out of Commercial Portfolio following the sale of the Disposal
Group.

Operating Expenses. The variance was driven primarily by the 2014 impalrment related to Ohio Valley Electric Corporation {OVEC). See Note 8 {0 the Condensed
Consolidated Finencial Statements, "Goodwill and Intanglble Assets," for additional information.

Other Income and Expense, net, The variance was primarily due to a net gain recognized for the sale of certain renewatle development assets in 2014 and lower equity
earnings in the renewables portfolio due to lower production resulting from changing wind pattarns.

Income Tax Benefit. The variance is primarily due to a decrease in pretax losses. The effective tax rate for the nine months ended September 30, 2015 and 2014 was 49,1
percant and 62.4 percant, respectively. The decrease in the effective tax rate is primarily dus to changes to siate apportionment factors on deferred taxes due to the Disposal
Group sale in the second quarter of 2015, partially offset by the impact of the production tax credits for the renewables portfolio.

Other

Three Months Ended September 20, Nine Months Endad September 30,
{in milllons) 2015 2014 Variance 2015 2014 Varlance
Qperating Revenues _ _ _ 5 B ¥ SR 25 5 8). § 78 % 79 8 (1).
Qperating Expenses ' ' 64 84 ey . @)
Gains on Salés of Other Assets and Other, net: ' 3 I 2 s 2 4
Operating Loss (44) (58) 14 (83) {188) 105
Other Income and Expense, net - R R I (20) - R - I |
Interest Expense - R . . . 91 - .101 . ‘(10) 285 302 ‘ (17
Loss Befere Income Taxes . (137} {141} - 4 . (360) 457) - 97 .
tncome Tax Benefi o (108) " (50) (56) (249) {180) (50)
Less: Income Attributable to Noncontrolting Interests o ._3 - M - 2 ) 8 ' 2 - 6
Net Expense $ (24) $ 92y % 58 5 (119) % {269 $ 150

Three Months Ended September 30, 2015 as Compared to September 30, 2014

QOther's results were positively Impacted by a decrease in operating expenses and an income tax benefit, The following is a detailed discussion of the varianca drivers by line
item,

Operating Expenses. The decrease was primarily due to lower charges related to the Progress Energy merger and higher prics-year captive insurance loss experience,
partlally offset by higher expenses in the current year due to the shift of the residual Midwest Generation business to Other in 2015.

Other income and Expenses, net. The decrease was primarily due to a gain on an investment sale in the prior year and lower returns on investments that support benefit
obligations.

Intarest Expense. The variance was primarily due to lower Interest on long-term debt.

Income Tax Benefit. The variance was primarly due to a higher effective tax rate. The effective tax rate for the three months ended September 30, 2015 and 2014 was 77.3
percent and 35.2 percent, respectively. The increase in the effective tax rate Is primarily due to a higher tax benefit related to the manufacturing deduction in 2015 as the prior
year was limited by taxable income, a tax benefit from the legal entity restructuring of Duke Energy Florida and Duke Energy Progress and tax levelization.

Nine Months Ended September 30, 2015 as Compared to September 30, 2014

Other's results were positively impacted by a decrease In operating expenses and an income tax benefit. The following is a detailed discussion of the variance drivers by line
tem.

Operating Expenses. The decrease was primarily due to l[ower charges related to the Progress Energy merger and higher prior year captive insurance loss experience,
partially offset by higher charges in the current year due to the shift of the residual Midwest Generation business to Other in 2015 and North Carolina franchise taxes.

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

Other Income and Expenses, net, The variance was primarily due to interest income from the resolution of a an income tax matter, offset by a gain on an iavestment sale in
the prior year and lower returns on investments that support benefit obligations.

Interest Expense. The decrease was primarily due to lower interest on long-term debt.
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Income Tax Benefit, The varlance was primarily due to a higher effective tax rate, partially offset by a decrease In protax losses. The offective tax rate for the nine months
ended September 30, 2015 and 2014 was 69.4 percent and 41.5 percent, respectively. The Increase In the effective tax rate Is primarily due to the tax benefit related to the
manufacturing deduction in 2015 as the prior year was limited by taxable income and tax levelization,

Matters Impacting Future Other Results

Duke Energy Qhio's retired Beckjord generating station (Beckjord} became an asset of Other afler the sale of the nonregulated Midwest Generation business in the second
quarter of 2015. Beckjord, a nonregulated facility retired during 2014, is nct subject tc the recently enacted Environmental Protection Agency (EPA) rule related to the disposal of
coal combusticn residuals (CCR) frem electric ulilitles. However, if costs are incurred as a result of environmenta! regulaticns or to mitigate risk associated with coal ash, the
costs could have an adverse Impact on Other's financiat posttion, results of operations and cash flows. See Note 3, “Business Segments,” ang Note 5, "Commiiments and
Contingencies," io the Condensed Consolidated Financlal Statements for additional Informaticn.

INCOME (LOSS) FROM DISCONTINUED CPERATIONS, NET OF TAX
Three Months Ended September 30, 2015 as Compared to September 30, 2014

Discontinued Operations, Net of Tax. The variance was primarlly driven by the 2014 impairment true-up recognized and unrealzed mark-to-market losses on econemic
hedges for the Disposal Groups. Foregone depreciation for the three months ended September 30, 2014, was approximately $40 million.

Nine Months Endad September 30, 2015 as Compared to September 30, 2014

Discontinued Operations, Net of Tax. The varlance was primarlly driven by the 2014 impairment and unrealized mark-tc-market losses on economic hedges, and favorable
operating resulls in 2015, partially offset by a litigation reserve recorded in 2015, as discussed in Note 5, "Commitments and Contingencies," to the Condensed Consolidated
Financial Statemenis. Operating results in 2015 wera favorable primarily due to higher PJM capacity revenues related to higher average cleared capacily auction pricing,
Increased generation margins 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 foregone depreciation for the nine months ended September 30, 2015, and September 30, 2014, was approximately $40 milion and $82 million,
respectively.

DUKE ENERGY CAROLINAS

Management's Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months
ended September 30, 2015 and 2014 and the Annual Report on Form 10-K for the year ended December 31, 2014,

Results of Operations

Nine Months Ended September 30,

{in millicns) 2015 2014 Varance
Operating Revenues - _ - _ % _BG6I $. 5803 § (24)
Operating Expanses . 4,005 4,116 f111)
QOperating, Income. : ) } 1,564- o 4,577 87
Other Income and Bpenses. n'et' ' h . ‘ 125 R 137 . (12)
Interest Expense . . ’ ' 33, . 307 . ‘ 6
Income Before Income Taxes 1,476 1,407 &0
Income Tax. Expense N ' ' . 5% . . . 474 62
Net Income $ 940 § 933 $ 7

The following table shows the percent changes in GWh sales and average number of customers, The below percentages for retail customer classes represent billed sales only.
Total sales includes billed and unbilled retail sales, and wholesale sales to incorporated municipalities and to public and private utilities and power marketers. Amounts are not
weather-normalized.

(Decrease) Increase over prior year 2015

Residentlal sales _ - - . ' ' ‘ S 23%
General service sales 1.8%
Industrial sales . ) o S ' 3.1 %:
Wholesale power sales 2.7%
Joint dispatch sales ‘ ] ) ’ o ‘ . (45.8)%:
Total sales 0.2 %
Average number of customers ) ’ e : t3%

Nine Months Ended September 30, 2015 as Compared to September 30, 2014
Operating Revenues. The variance was driven primarily by:

. a $104 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 retail customers. Fuel revenues represent sales to retail and wholesale customers; and
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. a $78 milion decrease in franchise tax revenue dus to the North Carolina Tax Simplification and Rate Reduction Act, which terminated tha collection of Morth Carolina
gross recaipts tax effective July 1, 2014.

Partially offset by:

. a $68 millen increase in electric salas {nat of fuel revanues) to retal customers due to favorable weather conditions, Cooling degree days for the first nine months of
2015 wera 10 percent above normal compared to T percent below normal during the same period in 2014;

. a $57 millen increase in retail pricing and rate riders, which primarily reflects increased ravanues related lo the energy efficiency programs and the second year base
rate step-up from tha 2013 South Carolina rate case; and

. a 530 millon increase in wholesale pawer revenues, net of sharing, primarity due to additiona! volumes for customers served under long-term contracts,
Operating Expenses. The variance was driven primarily by:
. a 5132 million decreasa in fus! expensa (including purchased power) primarily refated to Jower natural gas and coal prices, as well as change in fuel mix; and

. a 559 milfon decrease In property and cther tax expenses primarily due to lower revenue-related taxes driven by the elimination of the North Carolina gross recelpts
tax as mentioned above.

Partially offset by:

. a $54 millon increase in operations and maintenance expenses primarily due to higher expenses at generating plants, including the impacts of nuclear levelization,
higher energy efficiency program costs and higher transmission and distribution expenses, partially offset by lower costs associated with the Progress Energy
merger, lower storm costs, and repairs and remediation expenses associated with the Dan River coal ash discharge in 2014, which did not recur in 2015; and

. a 529 millen increase in depreciation and amortization expense primarily due to higher depreciation as a resuit of additional plant in service, partially offset by lower
nuclear decommissioning costs and lower amortization of certain regulatory assets,

Other Income and Expenses, net, The variance was primarily due to a decrease in amortization of deferred returns for projects that had been completed prior to belng
reflected in customer rates.

Income Tax Expense. The variance was primarily due to an increase in pretax income. The effective tax rate for the nine months ended September 30, 2015 and 2014 was
36.3 percent and 33.7 percent, respectively. Tha increase in the effective tax rate is primarily due to favorable prior-year audit settlements and changes in apportionment
related to state income tax recorded.

Matters Impacting Future Results

Duke Energy Carolinas is a party to multiple lawsuils and subject to fines and cther penalties related to the Dan River coal ash release and operations at other North Carolina
faciities with ash basins. The outcome of these lawsuits, fines and penalties cou’d have an adverse impact to Duke Energy Carolinas’ financial position, results of operations
and cash flows. See Note 5 {o the Condensed Consaolidated Financial Statements, “Commitments and Contingencies,” for additional information.

An order from regulatory authorities disallowing recovery of costs related to ¢losure of ash basins could have an adverse impact to Duke Energy Carofinas’ financial position,
results of operations and cash flows. See Note 5 to the Condensed Consolidated Financial Statements, "Commitments and Contingencies,” for additiona! information,

On October 23, 2015, the EPA published in the Federal Register the CPP ruls for regulating CO, emissions from existing fossil fual-fired EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fuel-firad generation. Under the CPP, states are required to davelop and submit a final compliance plan, or an initial plan
with an extension request, to the EPA by Septemnber 6, 2016, or no later than September 2, 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 also been filed, Final resclution of these legal challenges could take several years.
Compliance with CPP could causa the indusiry to replace coal generation wilth natural gas and renewables, especially in states that have significant CO, reduction targets under
the rule. Costs to operale coal-fired generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to
CPP, and this may result in the retirement of coal-fired generation plants earlier than the current useful ives. Duke Energy Carofinas 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 Lhe recovery of carrying cosis en remaining book values, and therefore ¢annot be assured. In addition, Duke Energy Carolinas could
incur increased fuel, purchased power, operation and maintenance, and other costs for roplacement generation as a result of this rule. Duke Energy Carolinas cannot predict
the outcome of these matters.
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PROGRESS ENERGY

Management's Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months
ended September 30, 2015 and 2014 and the Annual Repart on Form 10-K {or the year ended December 31, 2014,

Results of Operations

Nine Months Ended September 30,

{In millions) 2015 2014 Variance
Operating Revenues : . . _ $ 7941 ) 7825 § 116 °
Operating Expenses 6,150 7 6,198 l (48)
Gains on Sales o_fO'the.rAssets and Otﬁér, net o o \ o SR T S 3 : TS
Operating Income 1,808 1,630 179
Other tncome and Expehse;, net o " : o ‘ o ] S 63 o _ 54-:' I 9
Interest Expénse. 504 502 2
Income From Continuing Qperations Before Taxes S . ) . 1,368 1,182 186 -
Income Tax Expense From Cnntinuiné Onperations o . o ” 435 o 441 . (6)
Income'From‘_Cnntinu_ing Ope_rations' K ) ) P o o o L 933 o ™ o 192
Loss From Discontinued Operations, net of tax (2) {B) 4
Net Income S I . SR e - s 7 196
Less: Net Income Attributable to Noncontroiling Interest 8 2 6
Net Income Aftributable to Parent : : : $ . 923 % 733 ° 8§ 190 .

Nine Manths Ended September 30, 2015 as Compared to September 30, 2014
Operating Revenues. The variance was driven primarily by:

. a 593 million increase In whelesale power revenues primarily duae to a new NCEMPA contract effective August 1, 2015 coupled with increased overali demand rates
and higher peak demand at Duke Energy Progress and increased capacity rates on contracts at Duke Energy Florida;

. a $72 millon Increase in fuel revenues and capacity revenues driven primarily by a new NCEMPA wholesala contract and increased demand from wholes ale and retail
cusiomers, partially resulting from favorable weather conditions at Duke Energy Progress, and increased usage in the current year at Duke Energy Florida. Fuel
revenues represent sales to retail and wholesale customers;

. a 557 million increase in retai pricing and rate riders at Duke Energy Progress, 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

. a $39 millon increase driven by favorable weather conditions. For Duke Energy Progress, cooling degrea days for the first nina months of 2015 were 6 percent above
normal compared to 3 percent below normal during the same period in 2014, For Duke Energy Florida, cooling degree days for the nine months ended September 30,
2015, were 9 percent above normal compared to 1 percent below normal in the prior year,

Partially offset by:

. a 51086 milion decreasa in the energy conservation cost recovery clause and environmental cost recovery clause revenues due to lower recovery rates and the
nuclear cost recovery clause due to suspending Levy recovery at Duke Energy Florida; and

. a $48 million decrease in gross receipts tax revenue at Duke Energy Progress due to the North Carolina Tax Simplification and Rate Reduction Act, which terminated
the collection of North Carolina gross receipts tax effective July 1, 2014.

Operating Expenses. The variance was driven primarily by:

. a %48 million decreasa In property and other taxes at Duke Energy Progress primarily dus to the termination of the collection of the North Carolina gross recelpts tax
as mentioned above;

. a $42 millon decrease in operations and maintenance expense primarily due to lkower storm restoration costs and a favorable pension expense adjustment recorded
in 2015, partially offset by higher nuclear refueling outage costs, net of the impacts of levelization, due to three refueling outages in 2015 compared to one outage
during the same period in 2014 at Duke Energy Progress, and o decreased expenses related to costs that were recoverable through the energy conservation clause
at Duke Energy Floride; and

. a $20 million decrease in depreciation and amortization expense primarily to reductions in amounts recovered through the nuclear cost recovery clause and the
anvironmental cost recovery clause at Duke Energy Florida, partially offset by increased depreciation due to plant additions at Duke Energy Progress and Duke
Energy Florida.
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Partially offset by:

. a $39 milllen increase In fuel used In electric generation and purchase power related to the acquisition of NCEMPA's ownership interests in certain generating assets
on July 31, 2015, and Increased retail volumes primarily due to weather, partially offset by an expense in the prior year mainly related to the disallowance of certain
raplacemant power costs at Duke Energy Progress and to recovery of prior year under-collections of fuel and increased purchased power, partially offset by lower
fuel prices at Duke Energy Florida; and :

. a $23 milfon Increase In impairment charges due to an $18 milion prior-year reversal of an impalrment at Duke Energy Progress related to planned transmission
projects for which recovery is not expected, and ceriain costs associated with mitigation sales pursuant to merger settlement agreements with the FERC, and a $15
million impairment charge as a result of a settlement reached on the value of the Crystal River Unit 3 retail regulatory asset in August 2015 offset by gains on tha non-
ratail portion of certain fuel sales at Duke Enargy Florida,

Gains on Sales of Other Assets and Other, nef. The variance was primarlly due to the benefit from the sale of telecommunication leases.

Income Tax Expense. The variance was primarily dua to an increase in pretax incoma. Tha effeciive tax rata for the nine months ended September 30, 2015 and 2014 was
31.8 percent and 37.3 percent, respactively. The decrease in the effective tax rate was primarily due to a reduction of tha North Carolina statutory corporate state Income tax
rate and release of tax reservas due fo expired tax statutes.

Mattars Impacting Future Results

Progress Energy is a party to multiple 'awsuits and subject to fines and other penalties related to the Dan Rivar coal ash release and operations at other North Carolina facilitias
with ash basins. The outcome of these lawsuits, fines and penalties could have an adverse impact to Progress Energy's financial position, resuits of operations and cash flows.
See Note & to the Condensed Consclidated Financial Statements, *Commitments and Contingencies,” for additional information.

An order from regulatory authorities disallowing recovery of costs related to closure of ash basins could have an adverse impact to Pregress Energy's financlal position, results
of operations and cash flows. Sae Nota 5 to the Condensed Consclidated Financial Statemenis, “Commitments and Contingencles,” for additional information.

Duke Energy Florida has a pending proceeding with the FPSC for a financing order to securitize the Crystal River Unit 3 Regulatory asset with low-cost securities. If the FPSC
Issues an acceptable financing order and Duke Energy Florida issues the bonds, securitization would replace the base rate recovery methodology established in tha 2013
Agreament described above and would result in a lower rate impact to customers, Securitization of the costs of the refired Crystal River Unit 3 Nuclear Plant would resuit in an
initial accelaration of cash, followed by a reduction to Progress Energy's future results of operations and ongoing cash flows as it would no longer earn an equity return on thesa
costs. Under a pravious settlement agreement with the FPSC, the allowed return on equity for Crystal River Unit 3 is fmited to 70 percent of the approved return on equity,
which is currently 10.5 percent. On October 15, 2015, the FPSC approved an agreement on all securitzation-refated issues and is expected to issue a final financing order in
the fourth quarter of 2015. Progress Energy cannot predict the outcome of this matter,

On October 23, 2015, the EPA published in the Federal Register the CPP ruls for regulating CO, emissions from existing fossil fuel-fired EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fual-Tred generation. Under the CPP, states are required to develop and submit a final compliance plan, or an initial plan
with an extension requast, to the EPA by September 6, 2016, or no later than September 2, 2018 with an approved 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 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 lttigation have also been filed. Final resolution of these legal challenges could take several years.
Compliance with CPP could cause the industry o replace coal generation with natural gas and renewables, especially in states that have significant CO, reduction targets under
the rule. Costs to operate coaHlred generation plants continue to grow dus to increasing environmental compliance requirements, including ash management ¢costs unrelated to
CPP, and this may result In the retrement of coal-fired generation plants earlier than the current useful lives. Progress Energy continves to evalizate the need to retire
generating facilities and plans to seek regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements. However, recovery is subject
to future regulatory approval, including the recovery of carrying costs on remaining book values, and therefore cannot ba assured. in addition, Progress Energy could incur
Increased fuef, purchased power, operation and maintenance, and other costs for replacement generation as a result of this rule. Progress Energy cannot predict the outcome
of these matters.
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DUKE ENERGY PROGRESS

Management's Discussion and Analysis should be read in conjunction with the ace ompanying Condensed Consalidated Financial Statements and Notes for the nina months
ended September 30, 2015 and 2014 and the Annual Repert on Form 10-K for the year ended Decernber 31, 2014.

Results of Operations

Nine Months Ended September 30,

{in millions) 2015 2014 Variance
Operating Revenues _ . _ _ [ _ 4430 $ . . 3980° § 150
Operating Expenses _ 3,238 o 82 12
‘Gains on Sales of Other Assets and Other, net ) o . 2 i 1
Operating Ircome 894 755 139
Other Income and...Expanées; net o S o ) ' o o . ‘ S '_ 45 _' . - . : ' T ¥
Interest Expense 175 172 3
['ncqme Before Income Taxes _ T : ' ) : . ‘ ) 768 ’ - 87 ' . 151
[ncome Tax Expense 271 228 45
Net incame and Comprehensive Income . L $ 497 § 39 3 108

The following table shows the percent changes in GWh sales and average number of custormers. The below percentages for retail customer classes reprasent billed sales only.
Total sales includes billed and unbilled retail sales, and wholesale sales tc incorporated municipalities and to public and private utlities and power marketers, Amounts are nat
weather-normalized.

Increase over prior period 2015

Residential sales - ) ) S i o S ] 1.8%
General service sales h N 20%
Industrial sales. | IR R o ' T 0
Wholesale power sales ' ‘ T 104 %
Joint dispatch sales . o D N J ' L 8%
Total sales ' o 55%
Average number of customers- T ' ' ' ' s o 1.4 %

Hine Months Ended September 30, 2015 as Compared to September 30, 2014

Operating Revenues. The variance was driven primarily by:

a $76 million increase in wholesale power revenues primarily due to a new NCEMPA contract effective August 1, 2015 coupled with increased overall demand rates
and higher peak demand;

a $57 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;

a $52 million increase in fuel revenues driven primarly by a new NCEMPA whalesale contract and increased demand from wholesale and retail customers, partially
resuiting from favorable weather conditions; and

an $18 million increase in electric sales (net of fuel revenues) to retail customers dus to favarable weather conditions. Cooling degree days for the first nine months of
2015 were 6 percent above normal compared to 3 percent below normal during the same period in 2014,

Partially offset by:

a $48 milfion decrease in franchise tax revenue due to the North Carofina Tax Simplification and Rate Reduction Act, which terminated the ¢ollection of Narth Carolina
gross receipts tax effective July 1, 2014,

Operating Expenses. The variance was driven primarily by:

a $29 milfon increase in fuel expense (including purchased power) primarily due to the acquisition of NCEMPA's ownership interests in certain generating assets on
July 31, 2015, and increased retail volumes primarily due to weather, partially offset by an expense in the prior year mainly related to the disallowance of cerlain
replacement power costs;

a $21 million increase in depreciation and amortization expenses primarily due to higher depreciation as a result of additional plant in service; and

an $18 million prior-year reversal of an impairment, These charges related to planned transmission projects for which recavery is not expected, and certain costs
associated with mitigation sales pursuant to merger sett'lement agreements with the FERC.
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Partially offset by:

. 2 $48 milion decrease in property and other taxes primarily due to the termination of the collection of the North Carolina gross receipts tax as mentioned above; and

. an 35 milion decrease in oparations and maintenance expenses, primarily due to lower storm restoration costs and a favorabie pension expensa adjustment recorded

in 2013, partially offsat by higher nuclear refueling outage costs, net of the impacts of levelization, due to three refueling outages in 2015 compared io one outage
during the same period in 2014,

Other income and Expenses, net, Tho variance is due to higher AFUDC equity, primarily due {o nuclear plant expendiures.

income Tax Expense, The variance was primarily due to an increase in pretax income, The effective tax rate for the nine months ended September 30, 2015 and 2014 was
35.3 percent and 36.6 percent, respectively. The decrease in the effective tax rate was primarily due to a reduction of the North Carolina statutory corporate state income tax
rate.

Matters Impacting Future Results

Duke Energy Progress is a party to multiple lawsuits and subject to fines and other penaltles 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 to Duke Energy Progress' financial position, resulis of operations
and cash flows, See Note 5 to the Condensed Consolidated Financial Statements, "Commitments and Contingencies,” for additional information.

An order fram regulatory authorities disallowing recovery of costs refated to closure of ash basins could have an adverse impact to Duke Energy Progress' financial position,
results of operations and cash flows. See Nate 5 to the Condensed Consolidated Financial Statements, "Commitments and Contingencles,” for additional information,

On October 23, 20135, the EPA published in the Federal Register the CPP rule for regulating CO, emissions from existing fossil fusl-fired EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossi fuel-fired generation. Under the CPP, stetes are required to develop and submit a final compliance plan, or an initial plan
with an extension request, to the EPA by September 6, 2016, or no later than September 2, 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 nct approved. Legal challenges to the CPP have been filed by stakeholders and
metions {o stay the requirements of the rule pending the outcome of the litigation have also been filed. Final rescluticn 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 envirecnmental compliance requirements, including ash management costs unrelated to
CPP, and this may rasult in the retirament 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 o seek regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements, However, recovery Is subject
fo future regulatory approval, including the recovery of carrying costs on remaining book values, and therefore cannot be assured. In addition, Duke Energy Progress could
Incur increased fuel, purchased power, operation and maintenance, and other costs for replacement generation as a result of this rule. Duke Energy Progress cannot predict
the outcome of these matters.
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DUKE ENERGY FLORIDA

Management's Discussion and Analysis should be read In conjunction with the accompanying Condensed Consolidated Financial Statements and Motes for the nine months
ended September 30, 2015 and 2014 and the Annual Report on Form 10-K far tha year ended December 31, 2014,

Results of Operations

Nine Months Ended September 30,

{in mitlions) 2015 2014 Variance
Qperating Revenues ‘ - : _ o ) R : 3803 3 v 3832 § - (29)
Operating Expenses 2,304 2,959 (55)
Operating Income , - ' ‘ 899 873 , 26.
Qther Income and Eﬁpenses; ﬁet . . 12 17 o .(5)
ln'terestExperis..e“ . . ‘ S S B . e . o s
Income Before Income Taxes § ) . 762 . _ _ 740 . 22
Income Tax Expense o . ] . 268 ; 285 (17
Net Income $ 494 5 455 % 39

The following table shows the percent changes in GWh sales and average number of customers. The belaw percentages for retail customer ¢lasses represent biled sales only,
Wholesale power sales include both billed and unbilled sales. Tolal sales includes billed and unbilled retail sales, and wholesele sales to incorporated municipalities and to public
and private ulilties and power marketers. Amounts are not weather-normalized.

Increase {decrease} over prior period 2015

General service sales ' ‘ ‘ o S ; 2%
Industrial sales o S ' ' ' . . R (0%
Wholesale power sales ‘ ' (3.7)%
Total sales. A e R . :,:” PR . . . - o - . . o i
Average numbear of customers ' o ' S ' ' 1.5%

Nine Months Ended September 30, 2015 as Compared to September 30, 2014
Operating Revenues. Tha variance was driven primarily by:

. a $106 million dacrease in the anergy conservation cost recovery clause and environmental cost recovery clause revenues due to lower recovery rates and the
nuclear cost recovery clause due to suspending Levy recovery.

Partially offset by:

. a $21 milion increase driven by favorable weather conditions. Cooling degree days for the nine months ended September 30, 2015, were 9 percent above normal
compared to 1 percent below normal in the prior year;

. a $21 million increase due to weather-normal sales volumes to residential customers;

. a $20 million increasa in fuel and capacity revenues driven by increased usage in the current year. Fuel revenues represent sales to retail and wholesale custormers:;
and

. a $17 million increasa in wholesale power revenues primarily driven by ncreased capacily rates on contracts.

Operating Expenses. The variance was driven primarily by:

. a 541 millon decrease in depreciation and amortization expense due to reductions in amounts recovered through the nuclear cost recovery clause and the
environmental cost recovery clause, partially offset by increased depregiation due to plant addtions; and

. a $28 millon decrease in operatlons and maintenance expense primarily dus to decreased expenses related to costs that were recoverable through the energy
conservation clause.

Partially offset by:

. a 510 milion increase in fuel used in electric genaration and purchase power related to recovery of prior year urder-colections of fuel 2nd increased purchased
power, partially offset by lower fuel prices; and

. a $5 million increase related to a $15 million impalrment charge as a result of a settlement reached on the value of the Crystal River Unit 3 retail regulatory asset in
August 2015 offset by gains on the non-retall portion of certain fuel sales,

Income Tax Expense. The variance was primarily due to a decrease In the effective tax rate, The effective tax rate for the nine months ended September 30, 2015 and 2014
was 35.2 percent and 38.6 percent, respectively. The decrease in the effective tax rate was primarily due to a release of tax reserves due to expired tax statutes,
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Matters Impacting Future Results

Duke Energy Florida has a pending proceeding with the FPSC for a financing order fo securitize the Crystal River Unit 3 Regulatory asset with low-cost securities. If the FPSC
issues an acceptable financing order and Duke Energy Florida issues the bonds, securitization would replace the base rate recovery methodology establistied in the 2013
Agreement described above and would result in a lower rate impact to customers. Securitization of the costs of the retired Crystal River Unit 3 Nuclear Plant would resultin an
Initial acgeleration of cash, followed by a reduction to Duke Energy Florida's future results of operations and ongoing cash flows as it would no 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 io 70 percent of the approved return on
equity, which is currently 10.5 percent. On October 15, 2015, the FPSC approved an agreement on all securitization-related Issues and Is expected to Issue a final financing
order in the fourth quarter of 2015. Duke Energy Florida cannot predict the outcome of this matter.

Cn QOctober 23, 2015, the EPA published In the Federal Register the CPP rule for regulating CQ, 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, ta the EPA by September 6, 2016, or no later than September 2, 2018 with an approved extensicn. 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. Lega! challenges to the CPP have been fled by stakehalders and
metions to stay the requirements of the rule pending the outcome of the litkgation have alse been filed. Final resohsion 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 CQ; 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 retirament of coal-fired generation plants earlier than the current useful lives. Duke Energy Florida continues to evaluate the need to retire
generating facilties and plans to seek regulatory racovery, where appropriate, for amounts that have not been recovered upon asset retirements. However, racovery is subject
to future regulatory approval, including the recavery of carrying costs on remaining book values, and therefore cannot be assured. In addiion, Duke Energy Florida could incur
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
outcome of these matters.
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DUKE ENERGY CHIO

Management’s Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financlal Statemants and Notes for the nine months
ended September 30, 2015 and 2014 and the Annual Report on Form 10-K for the year ended Decamber 3%, 2014.

Results of Operations

Nine Months Ended September 30,

{in millions}) 2015 2014 Variance
Oerating Revenues o 7 o - % 1453 8 - 1438 52
Operating Expenses ‘ . 1,231 1,322 (91)
Galns on Salés'of Cther Assels and Other, net - - : : ‘ — ’ g — ' 8
Cperating Income 230 111 119
Otnor Incomo and Expenses.net - R N (1)
Interest Expense 58 60 (2)
Income from Continuing QOperations Before Income Taxes - ) . 170" o 60" 110 .
Income Tax Expens.e ‘fro‘m Continuing Operations . ' . 4 ' . 64 21 43
Inceme from Continuing Operations ‘ ) : ‘ 7 ) ) ) : 106 - RN _ &7
Income (Loss) from Discontinued Operations, net of fax 23 (597) .620
Met Income $. T 129 . § .. (ss8) $ : 687

The following table shows the percent changes in Regulated Utilties' GWh sales and average number of customers. The below percentages for retail customer classes
represent biled sales only. Total sales includes billed and unbilled retail sales, and wholesale sales to incorperated munkipalities and to public and private ufilities and power
marketers. Amounts are not weather-normalized.

{Dacrease) increase over prior year 2015

Resldential sales ) o - ) '_ ) . B ) o o o L . (0.5)%:
General service sales ' h ' ' 0.1%
Industrial seles. R . . o e e o JERTR T | S 01 %
Whclesale power sales . . . . . . . . o CB145%
Totalsales - | o . e e R e R . . 5.0%
Averaga number of customers ' . o ' AT %

Nine Months Ended September 30, 2015 as Compared to September 30, 2014

Operating Revenues, The variance was driven primarily by:

. a $25 million increase In Kentucky wholesale revenues primarily due fo the purchase of the additional capacity in the East Bend Station in December 2014, the profits
from which are shared with Duke Energy Kentucky retail customers;

. a $19 million increase in reguiated natural gas rate riders primarily due to rate increases;

. a $13 million increasa in electric rate riders, excluding Ohic Energy Efficiency, dua to rate increases and 2014 true-ups; and

. a $6 millon increase in PJM transmission revenues.

Partially offset by:

. A $30 million decrease in fuel revenues primarily driven by lower electric fuel and natural gas costs offset by increased sales volume; and
. A $28 million decrease due o an unfavorable Ohio Energy Efficiency regulatory order.

Operating Expenses. The varlance was driven primarily by a $94 milion impairment taken in 2014 related to OVEG,

Other income and Expense, nef. The variance Is primarily driven by an accrual for the contribution to economic development programs in Chio and lower interest income due
to a 2014 favorable tax adjustment related to a federal tax audit settlement.

Income Tax Expense. The variance was primarily due to an increase In pretax income. The effective tax rate for the nine months ended September 30, 2015 and 2014 was
37.6 percent and 34,9 percent, respectively, The increase in the effective tax rate was primarily due to the tax benefit related to the manufacturing deduction in 2014,

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 Itigation reserve recorded in 2015, as discussed in Note 5, "Commitments and Contingencias," to the
Condensed Consolidated Financial Statements. Operating results in 2015 were favorable primarily due to higher PJM capacity revenuss related to higher average cleared
capacity auction pricing, increased generation margins and iower depreciation expense. Included in the variance is the Impact of ceasing depreciation on the assets of the
Disposal Group baginning in the second quartar of 2014. The foregone depreciation for the nine months ended September 30, 2015, and September 30, 2014, was
approximately $40 million and $82 million, respectively.
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Matters Impacting Future Results

In 2013, a FERC ALJ issued an initia} decision that Duke Energy Ohlo is responsible for costs associated with certain MVP costs, a type of MTEP cost, approved by MISO prior
to the date of Duke Energy Ohio’s withdrawal. On October 29, 2015, the FERC Issued an order reversing the ALJ's decision, FERC ruled that Duke Energy Ohio has no liability
for MVP costs after its withdrawal from MISO. MISO has 30 days from the date of the order in which to file a request for rehearing with FERC. If the FERC decision wera
appealed and Duke Energy Ohio is deemed responsible for these costs, and i the regulatory commissions disallow recovery of thesa costs, there would be an adverse impact
to Duke Energy Ohio's financial position, results of operations and cash flows. Ses Note 4 to the Candensed Consolidated Financlal Statements, “Regulatery Matters,” for
additional information,

Duke Energy Ohlo’s nonregulated Beckjord Statlon, a facility retired during 2014, is not subject to the recently enected EPA rule related to the disposal of CCR from electric
utilities. However, if costs are incurred as a result of environmental regulations or to mitigate risk associated with coal ash, the costs could have an adverse impact on Duke
Energy Chlo's financial position, results of cperations and cash flows. See Note 5, "Commitments and Contingencies,” to the Condensed Consolidated Financia! Statements for
additional information.

On October 23, 2015, the EPA published In the Federal Register the CPP ruls for regulating CO, emissions from existing fossil fuel-fire¢ EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fuekfired generation. Under the CPP, states are required to develop and submit a final compllance plan, or an initial plan
with an extension requeast, to the EPA by September 6, 20186, or no later than September 2, 2018 with an epproved extension. These state plans are subject to EPA apnroval,
with a federal plan applied fo 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
mations to stay the requirements of the rule pending the outcome of the iitigation have also been filed. Final resolution of these (egal challenges could take several years.
Compliance with CPP could cause the industry ta replace coal generation with natural gas and renewables, especially in states that have significant CO, reduction targets under
the rulé. Costs to operate coal-fired generation plants continue to grow due to increasing envirenmental compliance requirements, including ash management costs untelated to
CPP, and this may result in the retirement of coal-fired generation plants earlier than the current useful fves. Dueke Energy Ohlo continues to evaluate the need 1o retira
generating faciities 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, DBuke Energy Ohio could incur
increased fuel, purchased power, operation and maintenance, and other costs for replacement generation as a result of this rule. Duke Energy Ohio cannot predict the outcome
of these matters.
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DUKE ENERGY INDIANA

Management's Biscussion and Analysis should be read in conjunction with the aceompanying Condensed Consolidated Financial Statements and Notes for the nine months
ended September 30, 2015 and 2014 and the Annual Report on Form 10-K for the year ended December 31, 2014,

Results of Operations

Nine Months Ended September 30,

(in millions) 2015 2014 Variance

Operating Revenues ) e ‘ L $ 2223 $ . 2383 s . - (180)
Operating Expenses 1,750 1,808 (.58)
Operating Incoms : ' o : ) 473 575 o (102)y’
Other Income and Expenses, net 7 ‘ ‘ '9' - o 16 . o .(7)
Interest Expensé o o B h : o S - o 132 . 127 ‘ 5

Income Before Income Taxes . 350 464 (114)
incorne Tax Eﬁpe-nse . ’ L . ‘ R h h . 128 ' o . 163 S ] (35)
Net Income $ 222 3% 301§ (79)

The following table shows the percent changes in GWh sales and average number of customers. The below percentages for rotail customer classes represent billed sales only.
Total sales includes billed and unbilled retail sales, and whelesale sales to incorporated municipalities and to public and private utilities and power marketers, Amounts are not
weather-normalized.

{Dacrease) increase over prior year 2015

‘Residential sales . ) ‘ o N o {2.2%
Coneral semive sales oo e . o e
Indusirial sales ’ " o C ‘ E ' ' ) (1.0)%
Whelesale power sales ' . S {10.2)%
Tolal'sales i ) o ' T T ' ' ‘ o {1.3)%.
Aﬁerage number of customers ' ' ' o o o . o 0.8%

Nine Months Ended September 30, 2015 as Compared to September 30, 2014

Operating Revenues. The variance was driven primarily by a $160 milion decrease in fuel revenues primarily due to a decrease in fuel rates as a result of lower fusl and
purchased power costs.

Operating Expensas. The variance was driven primarily by:
. a $166 milion decrease in fuel used in electric generation and purchased power primarily due 1o lower fuel prices; and
. a $28 milion decrease in property and other taxes, primarily as a result of lower sales and use tax.

Partially offset by:

. an $85 million impairment charge related to the September 2015 Edwardsport IGCC seftlement, See Note 4 to the Condensed Consolidated Financial Statements,
“Regulatory Matters,” for additional information;

. a $40 milion increase In operations and maintenance expense primarily due to timing and increased scope of outage work at generation plants; and

. an $11 million increase in depreciatien and amortization expense primarily due fo higher depreciation as a result of additional plant in service.

Income Tax Expense. The variance was primarily due to a decrease in pretax income. The effective tax rate for the nine months ended September 30, 2015 and 2014 was
36.6 percent and 35.2 percont, respectively. The Increase in tho offective tax rate was primarily due to a prior period audit settlement in 2014, partially offset by a reduction in
the Indiana statutory corporate state income tax rata.

Matters Impacting Future Results

Duke Energy Indlana is evaluating converting Wabash River Unit 6 to a natural gas-fired unit or retiring the unit earfier than its current estimated useful life. If Duke Energy
Indiana elects early retirement of the unit, recovery of remaining book values and assoclated carrying costs totaling approximately $40 million could be subject to future
regulatory apprevals and therafore cannot be assured.

On April 17, 2015, the EPA published in the Federal Register a rule to regulate the dispesal of CCR from electric utiities as solid waste. Duke Energy Indiana has interpreted the
rule fo identify the coal ash basin sites impacted and has assessed the amounts of coal ash subject to the rute and a method of compliance. Duke Energy Indiana's
interpretation of the requirements of the CCR rule, which becomas effective in October 2015, is subject to potential legal challenges and further regulatery approvals, which
could result in additional ash basin closure requirements, higher costs of compliance and greater asset retrement obligations. An order from regulatory authorities disallowing
recovery of costs related to closure of ash basins could have an adverse impact to the Duke Energy Indiana's financial position, results of operations and cash flows. See Note
5 to the Condensed Consolidated Financial Statements, “Commitments and Contingencies,” for additional Information.
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In September 2015, Duke Energy Indiana eaterad into a seitlement agreement with multipla parties that wil resolve all disputes, claims and issues from the IURC proceedings
regarding the Edwardsport IGCC generating facility. Pursuant te the ferms of the agreement, Duke Energy Indiana recognized an impairment and related charges of $90 million.
Additionally, the settlement agreement stipulates the recovery of the remaining regulatory asset over an eight-year period and confirms the conclusion that the in-sarvice date
for accounting and ratemaking purposes will remain June 7, 2013. The setflement agreemeant will also impose a cost cap for recoverable cperations and maintenance retail
costs of $73 million in 2016 and $77 miiion in 2017 as well as a cost cap for ongoing capital expenditures through 2017, The settiement is subject to IURC approval and, if
approved, would resolve and close a number of outstanding issues pending before the IURC related to post commercial operating performance and recovery of ongoing
operating and capital costs at Edwardsport. If the setflement is not approved, outstanding issues before the IURC refated to Edwardsport would resums, the ultimate resolution
of which could have an adverse impact on Duke Energy Indiana's financial position, results of operations and cash flows. In addition, the inabiity to manage operating and
capital costs under caps imposed under the settlement could have an adverse impact on Duke Energy Indiana's financial position, results of operations and cash Nows, Sea
Note 4 to the Consolidated Financial Staterments, "Regulatory Matters,” for additional information,

On October 23, 2015, the EPA published in the Federal Register the CPP rule for regulating CO, emissions from existing fossil fuel-fired EGUs. Thae 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 intial plan
with an extension request, to the EPA by September 6, 2016, or no later than September 2, 2018 with an approved extension. Thesa stata plans are subject to EPA approval,
with a federal plan applied 1o states that fail to submit a plan to the EPA cr if a state plan Is not approved. Legal challanges to the CPP have been filed by stakeholders and
motions to stay the requirements of the rule pending the outcome of the Itigation have also been filed. Final resolution of these legal challenges could take saveral years,
Compliance with CPP could cause the industry 1z 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 dus to increasing envirenmental compliance requirements, including ash management cests unrelated o
CPP, and this may result in the retirement of coal-fired generaticn plants earller than the current useful ives. Duke Energy Indiana continues to evaluats the need to retire
generating faciities and plans to seek regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements, However, recovery s subject
1o future regulatory approval, including the recovery of carrying costs on 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 for replacement generation as a result of this rule, Cuke Energy Indiana cannot predict the
outcome of these matters.
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LIQUIDITY AND CAPITAL RESOURCES
Sources and Uses of Cash

Duka Energy relies primarlly upon cash flows from operations, debt issuances and its existing cash and cash equivalents to fund its domestic liquidity and capital requirements.
Duke Energy's capial requiremants arise primarily from capital and investment expenditures, repaying long-term debt and paying dividends to shareholders. See Duke
Energy's Annual Raport on Form 10-K for the year ended December 31, 2014 for a summary of primary sources and uses of cash for 2015-2017 and a more detailed
discussion of each.

The Subsidiary Registrants generally maintain minimal cash bafances and use short-term borrowings to meet their working capital needs and other cash requirements. The
Subsidiary Registrants, excluding Progress Energy (Parent), support their short-term borrowing needs through participation with Duke Energy and certain of is other
subsidiaries in a money pool arrangement. The companies with short-term funds may provide short-term loans to affiiates participating under this arrangement.

Duke Energy and the Subsidiary Registrants, exciuding Progress Energy (Parent}, may also use short-ferm debt, including commarcial paper and the maney poal, as a bridge
{0 long-term debt financings. The levels of borrowing may vary significantly over the course of the year due to the timing of long-term debt financings and the impact of
fluctuations in cash flows from operations. Duke Energy’s current liabilities may at times exceed current assets resulting from the use of short-term debt as a funding source to
meet scheduled maturities of long-term debt, as well as cash needs, which can fluctuate due to the seasonality of ts business.

Credit Facility and Registration Statements
Master Credit Facility Summary

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion through January 2020, The Duke Energy Registrants, excluding Progress Energy (Parent}, have
borrowing capecity under the Master Credit Facility up to a specified sublimit for each borrower. Duke Energy has the unilateral abilty at any time to increase or decrease the
borrowing sublimits of each borrower, subject to a maximum sublimit for each borrower. The amount available under the Master Credit Facilty has been reduced to backstop
issuances of commerclal paper, certain letters of credit, 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 capacky under the Master Credit Facility,

September 30, 2015

Duke Duke Duke Duke Duke Duke
Duke Energy Energy Energy Energy Energy Energy
{in millions) Energy (Parent) Carolinas Progress Florida Ohio Indiana
Facilty size®! o s, 75000 § 33000 § . 800§ 1,300 1200 § - 400§ - 500
Reductlon to backsiop issuances o . - S _ _ . o ‘ .
Commercllpapert- . (478 (1398 ey - — T e@m sy
Ouistanding letters of eredt . L0 B AV o AU . B _ -
Tax-exempt bonds o (11e) - (35) — —_ = (81):
Coal ash set-asike® (500) —_ (250) {250) -_— — —
Available capacity ] 5019. % 1,918 § 211§ 1,047 $ 1,199. § 3T5 % 268
(a} Represents the sublimit of each borrower,
(b} Duke Energy issued $475 milion of commercial paper and loaned the proceeds through the money pool to Duke Energy Carofinas, Duke Energy Ohlo and Duke
Energy Indiana. The balances are classified as Long-Term Dabt Payable to Afliliated Companies in the Condensed Consolldated Balance Sheets.
(c} On May 14, 2015, the United States District Court for the Eastern District of North Carolina approved the separate Plea Agreements entered into by Duke Energy

Caralinas, Duke Energy Progress and Duke Energy Business Services LLC (DEBS), a wholly owned subsidlary of Duke Energy in connection with the investigation
initiated by the USDOJ. Duke Energy Carolinas and Duke Energy Progress are required to each maintain $250 million of avallable capacity under the Master Credit

Faciiity as security to meet their obligations under the Plea Agreements, in addition to certain other conditions. See Note 5 to the Condensed Consolidated Financial

Statements, "Commitments and Contingencies,” for additional information.

PremierNotes

Duke Energy has an effective Form 5-3 with the Sacuritivss and Exchange Commission (SEC) to sell up to 53 bilion of variable denomination floating-rate demand notes, called
PremierNotes. The Form S-3 states that ne more than $1.5 billion of the notes will be cutstanding at any particular {ime. The nctes are offered on a continuous basis and bear
interest at a fioating rate per annum determined by the Duke Energy PremierMNotes Committee, or its designee, on a weekly basis. The interest rale payable on notes held by an
investor may vary based on the principal amount of the investment, The notes have no stated maturity date, are non-transferable and may be redeemed in whale or in part by
Duke Energy or at the investor's option at any time. The balance as of September 30, 2015 and December 31, 2014 was $1,101 milion and $968 milion, respectively. The notes
are short-term debt obligations of Duke Energy and are classified within Notes payable and commercial paper en Duke Energy’'s Condensed Consolidated Balance Sheets.

Shelf Registration

In September 2013, Duke Energy filed a Ferm S5-3 with the SEC. Under this Form 5-3, which Is uncapped, the Duke Energy Registrants, exchiding Progress Energy, may issue
debt and other securiies in the future at amounts, prices and with terms to be determined at the time of future offerings. The registration statement alse allows for the issuance
of common stock by Duke Energy,
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DEBT MATURITIES

The following table shows the significant components of Current maturities of long-term debt on the Condensed Consolidated Balance Sheels. The Duke Energy Registrants
currently anticipate satisfying these obligations with cash on hand and proceeds fram additional borrowings.

{in milllons} Maturity Date Interest Rate September 30, 2015
Unsecured Debt - . . . . . . . . . . L . ‘

Progress Energy (Parent) January 2018 5.625% 300
Duke Energy Indiana .. : . o June2016  605% . 325 -
First Mortgage Bonds o o
Duk,é_EnerQQ Carolinas o o o ’ ' ‘ e Qcmber2015_ : 5300% o " 500 :
Duke Energy Florida _ Novemnber 20115 0.650% . o .25-0. .
Duka Energy Florida. ' I . December20ts Coos00% 0 a0
Duke Energy Frogress _ _ o _ o De;ember 2015 5.250% 400
Duke Energy Indlana- - T .  uyazoie osw% . s0
Other 311
Current maturities of long-term debt ) ] : . | . 2,536,

CASBH FLOWS FROM OPERATING ACTIVITIES

The relatively stable operating cash lows of Regulated Utilities compose a substantial portion of Duke Energy’s cash flows from operations. Regulated Utilitles’ cash flows from
operations are primarily driven by sales of elactricity and natural gas and costs of operations. Weather conditions, commodity price fluctuations and unanticipated expenses,
including unplanned plant outages, starms and legal costs and related settlements, can affect the timing and level of cash flows from operations.

Cash flows from operations are subject to 8 numbar of other factors, including but not limited to regulatory constrainis, economic trends and market volatility {sea “ltem 14, Risk
Factors,” in the Duke Energy Registrants’ Annuai Report on Form 10-K for the year ended Decembear 31, 2014 for additicnal information}.

At September 30, 2015, Duke Energy had cash and cash equivalents of $1.4 billion, of which $710 million is held by entities domiciled in forelgn jurisdictions. In December 2014,
Duke Energy declared a taxable dividend of historical foreign earnings in the farm of notes payable to repatriate approximately $2.7 billion of cash held and expected to be
generated by International Energy over a period of up to eight years. In June 2015, approximately $1.2 bilion was remitted. The remaining amount will ba remitted by 2022. The
remittances will principally be used to support Duke Energy's dividend and growlh in the domestic business. Duke Energy recorded U.S. income tax expense as a result of the
2014 decision to repatriate all cumulative historic undistributed foraign éarnings. Duke Energy's intention is to indefinitely reinvest prospective undistributed sarnings generated
by Duke Energy's foreign subsidiarios. As a result, no U.S, tax Is recorded on such prospective earnings. Duke Energy would be required to accrue taxes on thesa foreign
earnings if they were to be repatriated, As of September 30, 2015, the amount of unrecognized deferred tax liability related to undistributed earnings was not material.

Restrictive Debt Covenants

The Duke Energy Registrants’ debt and credit agreemenis contain various financlal 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 bayond applicable grace periods could result in accelerated due dates
and/or termination of the agreements. As of September 30, 2015, each of the Duke Energy Registrants was In compliance with all covenants related to their significant debt
agresments. In addition, some credit agreements may allow for acceleration of payments or termination of the agreements due to nonpayment, or the acceleration of other
significant indebtedness of the borrower or some of its subsidiaries. None of the significant debt or credit agreements contain material adverse change clauses.

Credit Ratings

Credit ratings are intended to provide credit lenders a framework for comparing the credit quality of securities and are not a recommendation to buy, sell or hold. The Duke
Energy Registrants’ ¢credit ratings are depandent on the rating agencies' assessments of their ability to meet their debt principal and interest obligations when they come dus. If,
as a result of market conditions or other factors, the Duke Energy Registrants are unable to maintain current balance sheet strength, or if earnings and cash flow outlook
materially deteriorate, credit ratings could ba negatively impacted.

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).
In April 2015, $&F upgraded Duke Energy's and Progress Energy's corporate credit rating to A- from BBB+ and their unsecured credit rating to BBB+ from BBB. The unsecured
credit ratings of the other Subsidiary Registrants were upgraded to A- from

BEB+, In June 2015, Moody's placed Duke Energy, Progress Energy and Duke Energy Progress on negative cutiook from stable. In June 2015, Fitch upgraded Duke Energy
Carolinas’ issuer default rating to A from A-, its unsecured credit rating to A+ from A and its secured credit rating to AA- from A+, Fitch also placed Duke Energy indiana on
positive outiook from stabla.

Subsequent to Duke Energy's announcement to acquire Pledront, S&P placed the Duke Energy Registrants on negative outiook from stable, Fitch and Moody's placed the
long-term ratings of Duke Energy on review for pessible downgrade. Moady's also placed the long-term ratings of Progress Energy and Duke Enesgy Progress on review for
possible downgrade. For further information related to the acquisition, see Note 2 to the Condensed Consolidated Firancial Statements, "Acquisitions and Dispositions”,
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Cash Flow Information

The following table summarizes Duke Energy’s cash flows.
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Nine Months Ended

September 30,
(in miltions) 2015 2014
Cash flows provided by (used in):
Operating activities P 5396 § 5,167.
Investing éctivitles . {3,291) &.(\3'734)
Financing aciivities @711 (1.003)
Net (decrease) increase in cash and cash equivalents {666) 430
Cash and cash equivalents at beginning of period 2,036 1,601
Cash and cash equivalents at end of perlod 1,370 § 1,831
OPERATING CASH FLOWS
‘The following table summarizes key components of Duke Energy's operating cash flows,

Nine Months Ended

September 38,
{In millions} 2015 2014
Net income 2,343 § 1,789
No_ﬁ-cash adjustments 16 net iﬁcnme . 3,762 o 3,809
Contributions to qualfied pension plans (143) —
Payments for asset retirement ubligaticns- (208]_ ) (5_2).
Working capitai (364) {479)
Net cash provided by operating activities. 5396 3 5,167

The variance was driven primarily due {o:

* 2 $413 milion increase in et income after non-cash adjustments, mainly due to higher PJM capacity prices and operating margins for the nonregulated Midwest genaration
business, higher BPM and wholesale origination results primarily due to increases in volume and capacity rates and new wholesale contract with NCEMPA, higher retail
pricing and rate riders and favorable weather.

Partially ofiset by:

»  a$156 milion increase In payments for asset retirement obligations and
* 2 5143 milion increase in contributions to qualified pension plans.
INVESTING CASH FLOWS

The fellowing table summarizes key componants of Duke Energy’s investing cash flows.

Nine Months Ended

September 38,
{in millions) 2015 2014
Capital, investment and acquisiion expenditures $ (6,168) $ (3,836)
Available for sala securities, net _ o ' ' 20 2
Proceeds from sales of other assets & 2,916 . 172
Other Investing tems . ) . ' 7 o (59} . ey
Net cash used in investing activities $ (3,291) $ (3,734)

The variance was primarily due to:

* a2 $2,744 milion increase in proceeds mainly due to sale of the nonregulated Midwest generation business to Dynegy.

Partially offset by:

*  a$2,332 milion increase in capital, investment and acquisition expenditures mainly due to the acquisition of NCEMPA ownership interests in certain generating assets, fuel

and sparae parts inventory jointly owned with and operated by Duke Energy Prograss and growth initiatives in electric and natural gas infrastructure, solar projects and
natural-gas fired generation.
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FINANCING CASH FLOWS

The following table summarizes key components of Duke Energy's financing cash flows.

Nine Months Ended

September 30,
(in millions) 2015 2014
Issuance of commaon stock related 1o employee benefit plans : 5 16 3 24
Issuances (Redemptions) of long-term debt, net ' o ) o o - ) ) 16 - ~ {286)
Notes payable and c.ummercial paper . . 7 {113} . 941‘
Dividends paid T T I ) e
Repurchase of common shares {1,500} —
Other financing itén{s . o . . - o S (5) . . {12).
Net cash used In financing activities H (2771} & (1,003)

The variance was due primarily to:
+  a$1,500 milion increase in cash outflows due tc the repurchase of 19.8 million common shares under the ASR; and

+«  a 51,054 milion decrease in proceeds from net issuances of notes payable and commercial paper, primarily due to the repayment of commercial paper, These cash
ouiflows were primarily made with proceeds from the sale of the nonregulated Midwest generation business to Dynegy.

Partially offsef by:

+  a§802 milion increase in net issuances of long-term debt, primarily due te the timing of issuances and redemptions across years.

Surnmary of Significant Debt Issuances

The following table summarizes significant debt issuances (in milicns).

Nine Months Ended
September 30, 2015

Duke Duke

Maturity Interest Duke Energy Energy
Issuance Date Date Rate Energy Carolinas Progress
First Mortgage Bonds
March 20156 ) 7 - June2045 3750% § Cs000s - s 0§ .
August 2015® August 2025 ' 3.250% - 500 . . o 500
August 20150 -  August2045 4,200% ' 700 - 700
Total issuances $ 1,700 § 500 % 1,200
{a) Proceeds were used to redeem $500 milion of first mortgage bonds due October 2015.
{b) Proceeds were used ‘o repay short-term money pool and commercial paper borrowings issued to fund a portion of the NCEMPA acquisition. See Note 2 to the

Condensed Consolidated Financial Statements, “Acquisitions and Dispositions,” for further information, Additionally, proceeds will be used ta refinance at maturity
$400 million of first mortgage bonds due December 2015,

OTHER MATTERS
Environmental Regulations

Duke Energy is subject to international, federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal, and other environmenial
matters. The Subsidiary Registrants are subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other
environmental matters. These regutations can be changed from fime to time and result in new obligations of the Duke Energy Registrants.

The following sections outling varkous proposed and recently enacted regulations that may impact the Duke Energy Registrants. Refer to Nota 4 to the Condensed Consclidated
Financial Statements, "Regulatory Matters,” for further information regarding potential plant retirements and regulatory filings related to the Duke Energy Registrants,

Coal Combustion Residuals

Cn April 17, 2015, the EPA published in the Federal Reglster a rule to reguate the disposal of CCR from electric ulilities as solid waste. The federal regulation, which became
effective in October 2015, classifies CCR as nonhazairdous waste under Subtitie D of the Resource Conservation and Recovery Act and allows for beneficial use of CCRs with
some restrictions. The regulation applies o all new and existing landfil's, new and existing surface impoundments receiving CCR and existing surfage impoundments that are no
longer receiving CCR but contain liquid located at stations cucrently generating electricity (regardless of fue! source). The rule establishes requirements regarding tandfill design,
structural integrity design and assessment criteria for susface impoundments, groundwater monitoring and protection precedures and other operational and reporting
procedures to ensure the safe disposal and management of CCR, [n addition to the requirements of the federal CCR regulation, CCR landfills and surface impoundments will
continue to be independently regulated by most states. Duka Energy Carolinas, Progress Energy, Duke Energy Progress, Duka Energy Chio and Duke Energy Indiana
recorded asset retirement obligation amounts during the second quarter of 2015. Cest recovery for future expenditures will be pursued through the normal ratemaking process
with fedaral and state utility commissions, which permit recovery of necessary and prudently Incurred costs associated with Duke Energy's requiated operations. For more
information, see Note 7 to the Condensed Consolidated Financial Statements, "Asset Retirement Obligations.”

Duke Energy Ohio's nonregulated Beckjord Station, a facilty retired during 2014, Is not subject to the recently enacted EPA rule related to the disposal of CCR from electric
utilties. However, if costs are incurred as a result of environmantal regulations or to mitigate risk asscciated with coal ash at the facility, the costs could have an adverse impact
to Duke Energy Ohlo's financial position, results of operations and cash flows.
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Coal Ash Management Act of 2014

On September 20, 2014, the North Carolina Coal Ash Management Act (Coal Ash Act) became law and was amended on June 24, 2015, by tha North Carclina Mountaln Energy
Act (Mountain Energy Act). The Coal Ash Act, as amended, (i} establishes a Coal Ash Management Commission {Coal Ash Commission) to oversee handling of coal ash within
the state; (i) prohibits construction of new and expansion of existing ash impoundments and use of existing impoundments at refired facilities; (jii} requires closure of ash
Impoundments at Duke Energy Progress' Asheville and Sutton plants and Duke Energy Carclinas’ Riverbend and Dan River stations no later than August 1, 2019 {the Mountain
Energy Act provides for the potential extension of ¢losure of the Asheville impgundment until 2022); (iv) requires dry disposal of fly ash at active plants, excluding the Asheville
Plant, not retired by December 31, 2018; (v) requires dry disposal of bottorn ash at active plants, excluding the Asheville Plant, by December 31, 2019, or retirement of active
plants; (vi) requires all remaining ash impoundments in North Carolina to be categorized as high-risk, intermediate-risk or low-risk no later than December 31, 2015 by the North
Carolina Department of Environmental Quality (NCDEQ), formerly the North Carolina Department of Environment and Natural Resources, with the method of ¢losure and timing
to be based upon the assigned risk, with closure no later than December 31, 2029; {vii) establishes requiroments to deal with groundwater and surface water impacts from
impoundments; and {viii) increases the level of regulation for structural fil's utilizing coal ash. The Coal Ash Act includes a variance procedurs for compliance deadiines and
mexdification of requirements regarding structural fills and compliance boundaries. Provisions of the Coal Ash Act prohibit cost recovery in customer rates for unlawful discharge
of ash basin waters accurring atter January 1, 2014, The Coal Ash Act leaves the decislon on cost recovery determinations related to closure of coal combustion residual
{CCR) surface impoundments (ash basing or Impounidments) to the normal ratemaking processes before utility regulatory commissions. Duke Energy has and wil periodically
submit to NCDEQ site-specific coal ash Impoundment ¢losure plans or excavation plans in advance of closure plans. These plans and all associated permits must ba approved
by NCDEQ before any excavation or closure work can bagin,

In September 2044, Duke Energy Carolinas executed a consent agreement with the South Carolira Department of Health and Environmental Control (SCDHEC) requiring the
excavation of an inactive ash basin and ash fill area at the W.S. Lee Steamn Station. As part of this agreement, in December 2014, Duke Energy Carolinas fied an ash removal
plan and schedule with SCOHEC. In April 2015, the federal CCR rules were published and Duke Energy Carolinas subsequently executed an agreement with the conservation
groups Upstate Forever and Save Our Saluda that requires Duke Energy Carolinas o remediate all active and inactive ash storage areas at the W.S. Lee Steam Station, Coal-
fired ganeration at W.5. Lee ceased in 2014 and unit 3 was converted to nalural gas in March 2015. In July 2015, Duke Energy Progress executed a consent agreement with
the SCDHEC requiring the excavation of an inaclive ash fil area at the Robinson Plant within eight years, The Robinson Plant and W.S. Lee Station sites are required to be
closed pursuant to the racently issued CCR rule and the provisions of lhese consent agreements are consistent with the federal CCR closure requirements,

For further information, refer to Note 5 of the Condensed Consolidated Financial Statements, *Commitments and Contingencies.”
Mercury and Air Toxics Standards

The final Mercury and Air Toxics Standards (MATS) rule was issued on February 16, 2012. The rule establishes emission fimits for hazardous air pollutants from new and
existing coa-fired and oil-fired steam electric generating units. The rule requires sources to comply with emisslon limits by April 16, 2015. Under the Clean Air Act (CAA),
permitting authorities have the discretion to grant up to a one-year compliance extenskon, on a case-by-case basis, to sources that are unable to complete the installation of
emission controls before the compliance deadline. The Duke Energy Registrants have requested and received compliance extensions for a number of plants. The ruta
requirements apply where a compliance extension was not received. Duke Energy Registrants are on track to meet the requirements. Strategies to achieve compliance include
Installation of new air emission centrol 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 Condensed Consolidated Financial Statements, "Regulatory Matters,” regarding potential plant retirements.

In April 2014, several petitions for review of the final rule were denied by the U.5. 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 on the issue of whether the EPA unreasonably refused to consider costs in determining whether it is appropriate and
necessary to regulate hazardous air polutants from coal-fired and ofl-fired steam electric generating units. In June 2015, the Suprems Court reversed the D.C. Circuit Court's
decision and remanded the casa 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 pollutants from steamn electric generating units. Pending action by the D.C. Circuit Court, the rule remains in
effect. The Duke Energy Registrants cannot predict the results of thése proceedings.

Clean Water Act 316(b)

The EPA published the final 316(b) cooling water take structure ruls on August 15, 2014, with an effective date of October 14, 2014, The ru’e applies o 26 of the electric
generating facilities the Duke Energy Registrants own and operate., The rule allows for several options o demonstrate compliance and provides flexibility to the state
environmental permitting agencies to make determinations on controls, if any, that wil' be required for cooling water intake structures. Any required intake structure modifications
and/or retrofits are expected to ba installad in the 2018 to 2022 time frame. Petitions challenging the rule have been filed by several groups. it is unknown at this time when the
courts wil rule on the petitions,

Steam Electric Effluent Limitations Guidelines

On November 3, 2015, the final Steam Eleciric Effluent Limitations Guidelines (ELG) rule was published in the Federal Register. The rule establishes new requirements for
wastewater streams associated with steam sleciric power generation and includes more sirlngent controls for any new coal plants that may be bt in the future. Affected
facilittes must comply between 2018 and 2023, depending on timing of new Clean Waler Act permits. Most, if not all, of the steam electric generating facilities the Duke Energy
Registrants own are likely affected sources. The Duke Energy Registrants are well positioned to meet the requirements of the ELGs due to current efforts to convert to dry ash
handling.
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Estimated Cost and Impacts of Rulemakings

Duke Energy will incur capital expenditures to comply with the environmental regu'ations and rules discussed above. The following 5-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, 2019.

{in millions) Estimated Cost
Duke Energy 3 . : ] ) 5 1,450
Duke Energy Carolinas 550
Progress Energy . R - ' ] i ' ' ) . 11}
Duke Energy Progress 300
Duke Energy Florida: o ' ) ‘ ) ) ‘ o o ' ) ) - . © o0
Duke Energy Ohio ' ' ' . . . 100
Duke Energy tndiana ' . ) ‘ . . o ' . 400

The table excludes ash basin closure costs recorded as Asset retirement obligations on the Condensed Consolidated Balance Sheets. For maore information, see Note 7 to the
GCondensed Consolidated Financial Statements.

The Duke Energy Registrants also expect to incur increased fuel, purchased power, operation and maintenance, and other expenses, in addition 1o costs for replacement
generation for potential coal-fired power plant retirements as a result of these regulations. Actual compliance costs incurred may be materially different from these estimates due
to reasons such as the timing and requirements of EPA regulations and the resolution of legal challenges to the rules. The Duke Energy Registrants intend to seek rate
recevery of necessary and prudently incurred cests associated with regulated operations to comply with these regulations,

Cross-State Alr Polfution Rule

On August 8, 2011, the final Cross-State Air Pollution Rule (CSAPR) was published In tha Federa! Register. The CSAFR established state-level annual sulfur dioxide {S0,)
budgets and annual and seascnal nitrogen oxide {NO,} budgets that were to take effect on January 1, 2012.

On August 21, 2012, the D.C. Circuit Court vacated the CSAPR, The court alse directed the EPA to continue administering the Clean Air Interstate Rule (CAIR), which required
additional reductions in SO, and NO, emissions beginning in 2015, On April 29, 2014, the U.8. Supreme Court (Supreme Court) reversed the D.C. Circul 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 Supreme Court’s opinion. On October 23, 2014, the D.C, Circuit Court lifted the CSAPR stay, which allowad Phase 1 of the rule to take effect on January 1,
2015, terminating the CAIR. Where the CSAPR requirements are constraining, actions to meet the requirements could include purchasing emission allowances, powear
purchases, curtailing generation and utilizing low sulfur fuel. The CSAPR will not result in Duke Energy Registrants adding new emission controls,

Additional lagal challenges to tha CSAPR filed in 2012, not addressed by the D.C, Circult 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 invalld, which Impact South Carolina, North Garolina and
Florida. The court remanded the CSAPR te the EPA for reconsideration of the budgets in question, The Duke Energy Registrants cannot predict the outcome of these
proceedings.

Carbon Pollution Standards for New, Modified and Reconsiructed Power Plants

On October 23, 2015, the EPA published in the Federal Register rules establishing carben dioxide (CQ,) emissions limits for new, modilied 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 te any plants that will be constructed going forward. The
EPA set an emissions standard for coal units of 1,400 Ibs. CO; per gross megawatt hour (MWit). While this limit is higher than the EPA's proposed standard of 1,100 Ibs. per
MW, it would still require the application of partial carbon capture and storage (CCS) technology for a coal unit to be able to meet the limit, The final standard of 1,000 lbs. CO,
per gross MWh for new natural gas combined-cycle units is the same as the proposed limit. Because utilty-scale CCS is not currently a demonstrated and commercially
available technolegy for coakfired electric generating units, the final standards effectively bar the development of new coal-fired generation. The Duke Energy Registrants do not
expect the impacts of the final standards will be material.

Clean Power Plan

On October 23, 2015, the EPA published in the Federal Register the Clean Power Plan {CPP) rule that regulates CO, emissions from existing fossil fuekfired electric generating
units {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. States that receive an extension must submit a final completed plan to the
EPA by September 6, 2018. The EPA will review state plans within 12 months and approve or disapprove the plans. The CPP does not directly impose regulatory requirements
on the Duke Energy Registrants, State implementation plans will include the regulatory requirements that wil 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 are due by January 21, 2016,
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Legal challienges to the final CPP have baen flled by stakeholders and motlons fo stay the requirements of the rule pending the outcome of the litigation have also been filed.
Final resolution of these legal challenges could taka several years, Compliance with CPP could cause the industry to replace coa! generation with naturat gas and renewables,
especially in states with significant CC, reduction targats undar the rule, Costs to operate coal-fired generation plants continue to grow due to increasing environmental
compliance requiraments, 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. The Duke Energy Registrants could Incur increased fuel, purchased power, operation and maintenance, and other costs for replacement generation as a result of this
rule. The Duke Energy Registrants cannet predict the outcome of these matters.

The Duke Energy Registrants cannot predict the outcome of these proceedings. The Duke Energy Registrants are studying the rule and working with states to identify the best
appreach for developing state plans and are unable to determine impacts of the rule until such plans are developed and approved by the EPA.

Global Climate Change

For other information on global climate change and the potential impacts on Duke Energy, see "Cther Issues” in “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” in Duke Energy’s Annual Report an Form 10-K for the year ended December 31, 2014.

Nuclear Matters

For other information on nuclear maiters and the potential impacts on Duke Energy, see "Other Issues” in "Management's Discussion and Analysis of Financial Condition and
Results of Operations” in Duke Energy’s Annuel Report on Form 10-K for the year ended December 31, 2014.

New Accounting Standards
See Note 1 to the Condensed Censolidated Financial Staternents, “Organization and Basis of Presentation,” for a discussion of the impact of new accounting standards.
Off-Balance Sheet Arrangements

During the three and nine months ended September 30, 2015, there were no material changes to Duke Energy's off-balance sheet arrangements. For information on Duke
Energy's off-balance sheet arrangements, see "Off-Balance Sheet Arrangements” in “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
in Duke Energy's Annual Report on Form 10-K for the year ended December 31, 2014,

Contractual Obligations

Duke Energy enters into contracts that require payment of cash at certain specified periods, based en certain specified minimumn quantities and prices. During the three and
nine months ended September 30, 2015, there were no material changes in Duke Energy's contractual obligations, For an in-depth discussion of Duke Energy’s contractual
obligations, see “Contractual Obligations™ and *Quantitative and Qualitative Disclosures about Market Risk” in “Management's Discussion and Analysis of Financlal Condition
and Results of Operations” in Duke Energy's Annual Report on Form 10-K for the year ended December 31, 2014,

Subsequent Events

Ses Note 18 to the Condensed Censolidated Financlal Statements, "Subsequent Events,” for a discussion of subsequent events.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

During the three and nine months ended September 30, 2015, there were no material changes to Duke Energy's disclosures about market risk. For an in-depth discussion of
Duke Energy’s market risks, see “Management's Discussion and Analysis of Quantitative and Qualitative Disclosuras about Market Risk™ in Duke Energy's Annual Report on
Form 10-K for the year ended December 31, 2014,

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Disclosure controls and procedures are cenirols and other procedures that are designed to ensure that information required to be disclesed by the Duke Energy Registrants in

the reports they fils 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.
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Disclosure controls and procedures Include, without limitation, controls and procedures designed to provide reascnable assurance that information required ie be disclosed by
ihe 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 Chlef Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, the Duke Energy Registrants have evaluated
the effectiveness of their disclosure controls and procedures (as such term is defined in Rule 13a-15(e) and 15d-15(e} under the Exchange Act) as of September 30, 2015,
and, based upon this evaluation, the Chlef Executive Officer and Chief Financial Officer have concluded that these controls and procedures are effective in providing
reasonable assurance of compllance.

Changes in Internal Control over Financial Reporting

Under the suparvision 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 ever financia! reporting {as such term is defined in Rules 13a-15(f) and 15d-15{l} under the Exchange Act) that ccourred during the fiscal quarter
ended September 30, 2015 and have concluded ne change has materially affected, or is reasonably likely to materially affect, interna! contro! cver financial reporting.
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ITEM 1. LEGAL PROCEEDINGS

For informatlon regarding lega! proceedings that became reportable events or in which there were material developments in the third quarter of 2045, see Note 4 and Note 5 to
the Condensed Consolidated Financial Statements, "Regulatory Matters™ and “Commitments and Contingencies," respectively.

Virginia Department of Environmental Quality Civil Enforcement

In June 2015, the Virginia State Water Control Board voted to approve a consent order o resolve the civil enforcement claim of the Virginia Depariment of Environmental Qualiy
(VDEQ) against Duke Energy Caralinas related to the February 2014 Dan River coal ash releasa. Pursuant to the terms of the $2.5 million settlement, Duke Energy Carclinas is
required to parform $2.25 million of environmental projects that benefit Virginia communities and fund an additional $250,000 for VDEQ to respond {o envircnmental
emergencies. Faiure fo perform sufficient anvironmental projects wil require Duke Energy Carolinas to make a cash payment in the amount of the shorifall.

MTBE Litigation

On June 28, 2007, the New Jersey Depariment of Envirenmental Protection {NJDEP} filed suit against, among others, Duke Energy Merchants {DEM), alleging contamination of
“waters of the state” by MTEE from leaking gasofine storage tanks. MTBE is a gasoline additive intended to increase the oxygen level in gasoline and make it burn cleaner. The
case was removed to federal court and consclidated in an existing mutti-district lifigation docket of pending MTBE cases. DEM and NJDEP have reached an agreement in
principle to settle the case for a payment by CEM of $1.7 milion, Such agreement is subject to the execution of a Consent Decree and approval of the Courl.

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

ITEM 1A. RISK FACTORS

Please see below updated risk factors affecting Duke Energy's business In addition to those presented in Part |, *Item 1A. Risk Factors” In the Duke Enargy Registrants’ Annsal
Report en Form 10-K for the year ended December 31, 2014, which could materially affect the Cuke Energy Registrants' financlal condition or fulure results. Except for the
updates below, there have been no material changes in cur assessment of our risk factors from those set forth In our Annual Report on Form 10-K for the year ended
December 31, 2014.

Duke Energy may be unable to obtaln the approvals required to complete its acquisition of Pledmont or, in order fo da so, the combined company may be
required to comply with material restrictions or conditions,

On October 26, 2015, Duke Energy announced the execution of a merger agresment with Pledmont. Before the acquisition may be completed, approval by the sharehoiders of
Piedmont will have to be obtained. In addition, various filings must be made with various state utillty, regulatory, antitrust and other authoritles in the U.S. These governmental
authorities may impose conditions on the completion, or require changes to the terms, of the transaction, including restrictions or conditions on the business, operations, or
financial performance 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 limitng 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 cause either Duke Energy or Pladmont to abandon the transaction.

if completed, Duke Energy’s acquisition of Pledmont may not achleve its intended resuits,

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
accrelive to earnings and foundational to establisking a broader gas infrastructure business within Duke Energy. Achieving the anticipated benefits of the transaction is subject
tc a number of uncertainties, including whether the business of Piedment Is integrated in an efficient and eflective manner. Fallure to achieve these anticipated benefits could
result in increased costs; decreases in the amount of expected revenues generated by the combined company and diversion of management's time and energy, all of which
could have an adverse eftect on the combined company's financial position, results of cperations or cash flows.

Failure to complete the transaction with Piedmont could negatively impact Duke Energy’s stock price and Duke Energy’s future business and financial resuits.

If Duke Energy's acquisition of Piedmont Is not completed, Duke Energy’s ongoing business and financial results may be adversely effected and Duke Energy wil be subject to
a number of risks, including the following:

- Duke Energy may be required, under specified circumstances set forth in the hMerger Agreement, to pay Piedmont a termination fee of $250 milion;

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

. execution of Duke Energy’s acquisition of Pledmant {including integration planaing)} may require substantial commitments of time and resources by our management,
which could otherwise have been deveted to other opportunities that may have been beneficial to Duke Energy.

Duke Energy could also be subject to litigation related to any failure to complete our transaction with Piedmont. If the transaction is not completed, these risks may materialize
and may adversely aftect Duke Energy’s financial position, results of operations or cash flows.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

ISSUER PURCHASES CF EQUITY SECURITIES

On April 6, 2015, Duke Energy entered into agreements to repurchase a total of $1.5 billlon of Duke Energy common stock under an accelerated stock repurchase program.
During the second quarter, Duke Energy repurchased and retired approximately 18.8 milion shares for approximately $1.5 bilion to complets the transaction, See MNota 14 for

further information,
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Exhibits fled herein are designated by an asterisk {*}. Al exhibits not so designated are incorporated by reference to a prior fiing, as indicated. ltems constiuting management
contracts or compensatory plans or arrangements are designated by a double asterisk (**), The Company agrees to furnish upon request to the Commission a copy of any
omitted schedules or exhibits upon request on all items designated by a triple asterisk {***).

Duke Duke Duha Duke Duke
Exhibit Duke Energy Pragress Energy Energy Energy Energy
Number Energy Carolinas Energy Progress Florida Ohio Indiana
2.1 Agreement and Plan of Merger dated as of October 24, X
20i5 by and among Pledmont Natural Gas Company,
Duke Energy Corporation, and Forast Subsidiary, Inc. -
{incorporated by referénce to Exhibit 2.1 o Registrant's -
Current Report on Form B-K filed on October 26, 2015,
] File No. 1-32853}. o ) T _ o
4.1 Eighty-fifth Supplemental Indenture, dated as of August 1, x
2015, (incorporated by reference to Exhibit 4.1 to Duke
Energy Progress, LLC's Current Report on Form 8-K
filed on August 13, 2015, File No. 001-3382).
*12 Cormiputation of Ratio of Earnings to Fixed Charges — X
. DUKE ENERGY CORPORATION - .
*31.141 Certification of the Chief Executive Officer Pursuant to X
_ ~ Section 302 of the Sarbanes-Oxley Actof 2002. o
*31.1.2 . Certification of the Chigf Executive Officer Pursuant to X
3 ‘Sectlon 302 of the Sarbanes-Oxley Act of 2002, - ’ _
*31.1.3 Certification of the Chief Executive Officer Pursuant to X
Section 302 of the Sarbanes-Oxlay Act of 2002.
*31.1.4 Cerlification of the Chief Executive Officer Pursuant to . X
) Séction 302 of the Sarbanes-Oxley Act of 2002, -
*31.1.5 Certification of the Chief Executive Officer Pursuant to X
Section 302 of the Sarbanes-Oxley Act of 2002, ‘
*31.1.8- Certification of the Chief Executive Officer Pursuant to- X
) Section 302 of the Sarbanes-Oxley Act of 2002
3117 Certification of the Chief Executive Officer Pursuant to X
Section 302 of the Sarbanes-Oxley Act of 2002.
*31.2.1. Cartification of tha Chief Financial Officer Pursuantto X
Section 302 of the Sarbanes-Oxley Act of 2002, 7
*31.2.2 Certification of the Chief Financial Officer Pursuant to X
Section 302 of the Sarbanes-Oxley Act of 2002,
*31.2.3. Certification of the Chief Financial Officer Pursuant to X
o Section 302 of the Sarbanes-Oxley Act of 2002. )
*31.24 Certificatlon of the Chief Financial Officer Pursuant to X
Section 302 of the Sarbanes-Oxley Act of 2002,
*31.2.5 Certification of the Chief Financial Officer Pursuant to X
: -+ Saction 302 of the Sarbanes-Oxley Aqt of 2002,
*31.26 Certification of the Chief Financial Officer Pursuant to X
Section 302 of the Serbanes-Oxlay Act of 2002,
3127 Certification of the Chief Financial Officer Pursuant to X
" Section 302 of the Sarbanes-Oxley. Act of 2002. - )
*32.1.1 Cerlification Pursuant to 18 U.8.C. Section 1350, as X
Adopled Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002,
*32.1.2 Certification Pursuant to 18.U.5.C. Section 1350, as- X

Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002,

126




KyPSC Case No. 2017-00321
FR 16(7)(p) Attachment - 10Q 9/30/2015
PART Il Pﬂge 139 of 169

*32.1.3 Certification Pursuant to 18 U.5.C. Section 1350, as X
Adopted Pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002,
3214 Cerlification Pursuant to 18'U.8.C, Section 1350, as _ : X
Adopted Pursuant to Sectlon 906 of the Sarbanes-Oxley .
Act of 2002, - ‘ . _
*32.1.5 Ceriffication Pursuant to 18 U.S.C, Segtion 1350, as X
Adopted Pursuant to Sectkon 906 of the Sarbanes-Oxley
Act of 2002,
*32.1.6 Ceriffication Pursuant to 18 U.5.C. Section 1350, as: : L X
Adopted Pursuant to Section 906 of tha Sarbanes-Oxley. . S
Act of 2002, o ) . ) ) )
*32.1.7 Cerlification Pursuant to 18 U.S.C. Section 1350, as X
Adopled Pursuant to Sectkon 906 of the Sarbanes-Oxley
Act of 2002. . )
*32.2.1. °  Cerification Pursuant to 18 U.S.C. Section 1350, as . X
Adopled Pursuant to Section 806 of the Sarbanes Oxley :
) Act of 2002. : )
*32.2.2 Cerlification Pursuant to 18 U.S.C. Section 1350, as X
Adopted Pursuant to Section 906 of the Sarbanes-Crxley
Act of 2002.
*32.2.3 Cerlification Pursuant to 18 U.8.C, Section.1350, as : i X
Adopted Pursuant to Section 806 of the Sarbanes-Oxley:
Actof 2002, ) U .
*32.24 Cerfification Pursuant to 18 U.S.C. Section 1350, as X
Adopted Pursuant to Section 806 of the Sarbanas-Oxley
Act of 2002, ) ) ) )
*32.25 Certification Pursuant to 18 U.S.C. Section 1350, as. | . X
Adopted Pursuant to Section 906 of the Sarbanes-Oxley ' '
*32.26 Certrﬁcaﬂun Pursuant to 18 U.S.C. Section 1350 as X
Adopted Pursuant to Section 806 of the Sarbanes-Oxley
Act of 2002.
*3227  Certification Pursuant to 18.U.5.C. Section 1350, as : _ X
~ Adopted Pursuant to Section 906 of the Sarbanes-Oxley : o . .
Act of 2002,
*i01.INS XBRL lnstance Documenl
*101.8CH . XBRL Ta'xonomy Extansion Schema Document
*101.CAL  XBRL Taxcnomy Calculation Linkbase Document
*101.LAB- XBRL Ta'xonomy Labet Linkbase Document '
*t01.PRE  XBRL Taxonomy Presentation Linkbase Document

*101.DEF - XBRL Taxonomy Definition Linkbase Dotument

RKOX X XX X
><><><><><.><
Hox X X X X
H O OX X R X
><><><_><.><_><
><><><><l><><
><><><><.><.><‘

Tha total amount of securitles of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not fled as an exhibit does not exceed 10
percent of the total assets of the registrant and its subsidiaries on a consolidated basis, The registrant agrees, upon request of the SEC, to furnish coples of any or all of such
instruments to it.
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SIGNATURES

Pursuant to the reguirements of the Securities Exchange Act of 1934, the registrants have duly caused this report fo be signed on their behalf by the undersigned thersunto duly
authorized.

DUKE ENERGY CORPORATION
DUKE ENERGY CAROLINAS, LLC
PROGRESS ENERGY, INC,
DUKE ENERGY PROGRESS, LLC
DUKE ENERGY FLORIDA, LLC
DUKE ENERGY OHIQ, INC.
DUKE ENERGY INDIANA, INC.

Date:  November 5, 2015 /s/ STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer

Date: Movember 5, 2015 /sf BRIAN D. SAVOY

Brian D. Savoy
Senior Vice President, Chief Accounting Officer and Controller
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COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES - DUKE ENERGY CORPORATION

The ratio of earnings to fixed charges is calculated using the Securitfes and Exchange Commission guidelines.

Nine Months Ended
September 30, Years Ended December 31,
(in miltions} 2015 2014 2013 20121 2011 2010w
Earnings as defined for fixed ch‘a_rgés caloulation o o
Add:
Prelax income from continuing operations® . o - ' 3,375 $ 3998 § 3.657 $. . 2.0.6_8: § 1975 ‘$- '2[06_2 '
Fixed charges ) ) 1418 1,871 1,886 1,510 1,057 1,045
- Distributed income of equity investees . - ) ‘ 49 136 109 : 181 . 149' - M .
Deduct: ‘ . .
Preferred dividend requlfements.ofsﬁbsidia)'les ) . ' R —_ S 3 ‘ - —
Interest capitalized . 1 . T. o .8 o 30 S 48 . 54
Tota! earnings . _ .. - s 4831 § 5998 § 5644 § 3606 § 3135 § 3,164
Fixed chargéﬁ.‘ . . . o o . ’ B U
Interest on debt, including capitalized portions 3 1,297 % 1,733 § 1760 § 1420 % 1026 % .1,008
_Esﬂn’gaté of interest within rantal expanse ° ' . . I 1-21  o .138 126 - o : 8;1’ - 3 37
Preferred dividend requirements - — —
Tota! fixed charges $ 1418 $ 18 § 1,886 3 1,510 % 1057 $ 1,045
Ratio of earnings to fixed charges 34 3.2 3.0 24 3.0 3.0
Refio-of earnings to fixed charges and preferred dividends combinedt) . 34 32" 3.0 ] 24 30 ) 3.0

(a) [ncludes the results of Progress Energy, Inc. beginning on July 2, 2012,

(b) Excludes amounts attributable to noncenirolling interests and incorne or loss from equity investees.
{c) For the period presented, Duke Enargy Corporation had no preferred stock outstanding.

(d) OQperating results have bean revised to reflect the impact of discontinued operations.
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, certify that:

1
2)

3)

4)

| have reviewed this quartesly report on Form 10-Q of Duke Energy Corperation;

Based on my knowledge, this repost does not contain any untrue statement of a materia! fact or omit to state a material fact necessary to make the statements mads, in
light of the circumstances under which such statemants were made, not misleading with respect to the period covered by this report;

Based on my knowiledge, the financial statements, and othar financial information included In this report, fairly present in all material res pects the financial condition,
results of operations and cash flows of the registrant as of, and for, the perkods presented in this report;

The registrant’s other cerlifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e} and 15d-15(e)) and Internal control over financial reporting (as defined in Exchange Acts Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

€)

d)

Designed such disclosure contrels and procedures, or caused such disglosure controls and procedures to be designed under our supervision, {0 ensure that
material informaticn relating to the registrant, including its consolidated subsidiaries, is made known io us by others within those entities, particularly during the
perlod in which this repert is being prepared;

Designed such Internal contro! over financial reporting, or caused such internal contro! over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliabiiity of financial reporting and the preparation of financial statemants for external purposes in accordance with generally
accepted accounting principles:

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and precedures, as of the end of the peried covered by this report based on such evaluation; and

Disclosed In this report any change in the registrant's internal controf over financial reporting that cecurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report} that has materially affected, or Is reasonably likely to materially affect, the registrant's Internal
control over financial reporting; and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a)

b)

All significant deficiencies and material weaknesses in the design or operation of internal contro! over financial reporting which are reasorably likely to adversely
affect the registrant’s ability to record, process, summarize and repert financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant rola in the registrant's internal control over financial
reporting.

Date: November 5, 2015

s/ LYNN J. GOOD

Lynn J. Good
Vice Chairman, President and
Chief Executiva Qfficer



KyPSC Case No. 2017-00321

FR 16(7)(p) Attachment - 10Q 9/30/2015

Page 14301 169 "

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, cerifty that:

1)
2)

3

4)

5)

| have reviewed this quarterly report cn Form 10-Q of Duke Energy Carclinas, LLC;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements mada, in
Nght of the circumstances under which such siatements were made, not misieading with respact to the period covered by this report;

Based on my knowledgs, the financlal statements, and other financia! information included in this report, fairly present in all material respects ihe financlal conditicn, resuits
of operations and cash flows of the registrant as of, and for, the pericds presented in this report;

The registrant’s other certitying officer(s} and | are responsible for establishing and maintaining disclosure controls and procedures {as defined in Exchanga Act Rules
13a-15(e) and 15d-15{e)) and internal control over financial reporting {as defined in Exchange Acts Rufes 13a~15(f) and 15d-15(f) for the registrant and have;

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and precedures to be desligned under our supervision, to ensyre that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

b)  Designed such internal control over finangial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the relfiability of financial reporting and the preparation of financlal statements for external purposes in accordance with generally
accepted accounting principles;

¢)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d}  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant's fourth fiscal quarter in tha cas# of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal
control over financial reporting; and

The registrant’s cther certiftying officer(s} and | kave disclosed, based on our most recent evaluation of internal control over financial reperting, to the registrant's auditors
and the audit committee of tha registrant’s board of directors (cr persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financia! information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrent’s internal control over finrancial
reporting.

Date: November 5, 2015

s/ LYNN J. GOQD

Lynn J. Good
Chief Executive Officer
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, certify that:

1
2)

3)

4)

5)

{ have reviewed this quarterly report on Form 10-Q of Progress Energy, Ing.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and cther financial information included in this report, fairly present in all material respects the financial cendition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other cenlifying officer(s} and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15{a) and 15d-15{s)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(f) and 15d—15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and precedures to be designed under our supervision, to ensure that
material information refating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particutarly during the
period in which this report is being prepared;

by Dasigned such internal contral over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, o provide
reasonable assurance regarding the reliablity of financial reporting and the preparation of financilal stalements for external purposes in accordance with generaly
acceptad accounting principlies;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
reglstrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internat
control over financial reporting; and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficlencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably lkely to adversaly
affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: Novemnber 5, 2015

IsiLYNN J. GOQD

Lynn J. Good
Chief Exacutive Officer
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, certify that:

1)
2)

3

4

5)

| have reviewed this quarterly report on Form 10-Q of Duke Energy Progress, LLC;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the nancial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and | are responsible for establishing and maintairing disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(s}) and internal control over financial reporting (as defined in Exchange Acts Rules 13a—15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material infermation relating to the registrant, mcluding its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period In which this report Is being prepared;

b} Designed such internal contrel over financial reporting, or caused such internal contro! over financial reporting to be designed under cur supervision, 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;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the eflectiveness of the
disclosure controls and procedures, as of the end of the peried covered by this report based on such evaluation; and

d} Disclosed in this report any change in the registrant’s internal contrel over financial reporting that cccurred during the registrant's most recent fiscal quarter (the
registrant’s fourth fiscal quarter In the case of an annual report) that has materlally affected, or is reasaonably likely to materially affect, the registrant's internal
control over financial roporting; and

The registrant’s other cerlifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant’s board of diractors {or persons performing the equivalent functions);

a) All significant deficloncies and material woaknesses in the design or operation of internal conteol over financial reporting which are reasonably likely to adversely
affect the registrant’s abilty to record, process, summarize and report financial inforrmation; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: November 5, 2015

/s{ LYNN J, GOQD

Lynn J. Good
Chief Exacutive Officer
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TQ SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, certify that:

1)
2)

3

4)

3}

| have reviewed this quarterly report on Form 10-Q of Duke Energy Florida, LLC;

Based on my knowledgs, this report dees not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this repor;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all materia! respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officer(s ) and | are res ponsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(s)) and Internal control cver financlal reporting {as defined in Exchange Acts Rules 13a-15(f) and 15d-15(f)} for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to bs designed under our supervision, o ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report Is being prepared;

b) Designed such internal control aver financial reporting, or caused such Internal control over financtal reporiing te be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposas in accordance with generally
accepted accounting principles;

c} Evalrated the effectivaness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
dis¢losure gontrols and precedures, as of the end of the period covered by this report based on such evaluation; and

d} Disclesed in this report any change In the registrant’s Internal control over financlal reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably Ikely to materially affect, the registrant's internal
control over financial reporting; and

The registrani's other certifying officer(s) and | have disclcsed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committes of the registrant's board of directers {or persons performing the equivalent functions):

a) Al significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely 1o adversely
affect the registrant’s abilily to record, process, summarize and report financial information; and

b} Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting,

Date: November 5, 2015

/s{ LYNN J, GOOD

Lynn J. Good
Chief Executive Officer
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, certify that:

1)
2)

3)

4)

5)

| have reviewed this quarterly report on Form 10-Q of Duke Energy Ohio, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to maks the statamants made, in
fight of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
resylts of operations and cash fiows of the registrant as of, and for, the periods presented in this report;

The registrant's other certifying officar(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e}} and internal control ovar financial reporting {a% defined in Exchange Acts Rules 13a-15(f) and 15d-15(f)} for the registrant and have:

a) Designed such disclosure contrels and procedures, or caused such disclosure controls and progedures to be designed under our supervision, 10 ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known te us by others within those entities, particularly during the
period in which this report is being prepared;

b) Dasigned such internal control ovar financial reporting, or caused such intérnal cenfrol over financia! reporting te be designed under our supervision, 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;

<) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report cur conclusions about the effectivenass of the
disclosure controls and procedures, as of the end of the period covered by this report based cn such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial :e'porting that occurred during the registrant’s most recent fiscal quarter {the
registrant's fourth fiscal quarter in the case of an annuai report) that has materially affected, or is reascnably likely to materially affect, the registrant's internal
control over financial reporting; and

The registrant's ether certifying officer(s) and | have disclosed, based on our most recent avaluation of internal control over finarcial reporting, to the registrant’s
auditors and the audit commities of tha registrant's board of directors (or persons parforming the equivalant functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affact the registrant's ablity to record, process, summarize and report financial informatfon; and

b) Any {raud, whether or not material, that involves management or other employees whe have a significant role in the registrant’s internal control over financial
reporting.

Date: November 9, 2015

fs/ LYNN J. GOOD

Lynn J, Good
Chief Executive Officer
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CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Lynn J. Good, certily that:

1}
2}

3

4}

&)

| have reviewed this quarterly report on Form 10-Q of Duke Energy Indiana, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
llght of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statemenls, and other financial information included in this report, falrly present in all material respects the financial condition,
results of operations and ¢ash flows of the registrant as of, and for, the periods presanted in this report;

The registrant's other certifying officer(s) and | are responsibla for establishing and maintaining disclosure controls and precedures (as defined in Exchange Act Rules
13a-15(e} and 15d-15(e}) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-15(l} and 15d-15(f}) for the registrani and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and proceduras to ba designed under our Suparvision, to ensure that
material information relating to the registrant, inciuding s consolidated subsidiaries, is made known to us by others within those entities, particularly during the
peried in which this report is being prapared;

b) Designed such internal contro! over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, 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;

c) Evaluated the effectiveness of the registrant’'s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the regisirant's internal control over financial reporting that occurrad during the registrant’s most recont fiscal guarter (the
registrant’s fourth fiscal quarter in the case of an annual repert) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
contro! over financial reporting; and

The registrant's other certifying officer({s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
audiors and the sudit committee of the registrant's board of directors {or persons performing the equivalent functions):

a) All significant deficiencies and material woaknesses in the design or operation of internal contrel over financial reporting which are reasonably likely to adverssly
affect the registrant's abiily to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: Novembar 5, 2015

/st LYNN J, GOOD

Lynn J. Good
Chief Executive Officer
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CERTIFICATION OF THE CHIEF FINANCIAL CFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Steven K. Young, certify that:

13
2)

3)

4)

5}

| have reviewed this querterly report on Form 10-C of Duke Energy Corporation;

Based on my knowledge, this report does not contain any untrue statemant of a material fact or omit to state a material fact necessary to make tha statements mads, in
light of the circumstances under which such statements ware made, not misleading with respect to the pariod covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant's other cerlifying officer(s} and | are responsible for establishing and maintaining disclosure controls and procedures {as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal contro! over financial reporting (as defined In Exchange Acts Rules 13a-15([) and 15d-15(1)) for the registrant and have:

a} Deslgned such disclosure controls and procedures, or caused such disclosure controls and procedures o be designed under our supervisicn, to ensure that
material Information refating ‘o the registrany, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period In which this report is being prepared;

b} Deslgned such internal control over financial reporting, or caused such internal contro!l ever financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliablity of firancial reporting and the preparation of firanciai statements for external purposes in accordance with generally
accepled accounting principles;

c} Evaluated the effectivenaess of the registrant's disclosure controls and procedures and presented in this raport our conclusions about the effectiveress of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d} Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (tha
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the regisirant’s Internal
contro! over financial reporting; and

The registrant's other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors {or persons performing the equivalent functions):

a} All significant deficiencies and material weaknesses in the design or operation of intarnal contro! over financial reporting which are reascnably likely to adversely
affect the registrant’s abilty to record, process, summarize and report financial information; and

b} Any fraud, whether or not material, that involves management or other employees wha have a significant role in the registrant's internal control over financial
reporting.

Date; November 5, 2015

Is{ STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chiei Financial Officer
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CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Steven K, Young, certify that:
1} | have reviewed this quarterly report on Form 10-Q of Duke Energy Carolin