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THIS FILING IS Form 1 Approved
» — ‘ : OMB No.1902-0021
ltem 1: [X] An Initial (Original) OR [] Resubmission No. (Expires 12/31/2019)
Submission
Form 1-F Approved

OMB No.1902-0029
(Expires 12/31/2019)
Form 3-Q Approved
OMB No.1902-0205
(Expires 12/31/2019)

FERC FINANCIAL REPORT
FERC FORM No. 1: Annual Report of
Major Electric Utilities, Licensees
and Others and Supplemental
Form 3-Q: Quarterly Financial Report

These reports are mandatory under the Federal Power Act, Sections 3, 4(a), 304 and 309, and
18 CFR 141.1 and 141.400. Failure to report may result in criminal fines, civil penalties and
other sanctions as provided by law. The Federal Energy Regulatory Commission does not
consider these reports to be of confidential nature

Exact Legal Name of Respondent (Company) Year/Period of Repotrt
Duke Energy Kentucky, Inc. End of 2017/Q4

FERC FORM No.1/3-Q (REV. 02-04)
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fd Beigitte & Touche LLP
e OI ) 550 South Tryon Street
| a Suite 2500

Charlotte, NC 28202
usa

Tel: +1 704 887 1500
www.delpitte.com

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Buke Energy Kentucky, Inc,
Charlotte, North Carolina

We have audited the accompanying financdial statements of Duke Energy Kentucky, Inc. (the “Company”),
which comprise the balance sheet — regulatory basis as of Decemnber 31, 2017, and the related statements of
income — regulatory basis, retained earnings — regulatory hasis, and cash flows ~ requlatory basis for the
year then ended, included on pages 110 through 123 of the accompanying Federal Energy Reguiatory
Commission Form 1, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the accounting requirements of the Federal Energy Regulatory Commission as set forth in its applicable
Uniform System of Accounts and published accounting reieases; this includes the design, implementation, and
maintenance of internal cantrol refevant to the preparatian and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error,

Auditors’ Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements, The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due fo fraud or error. In making those
risk assessrnents, the auditor considers internal control refevant to the Cormpany’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control, Accordingly, we express no such opinion. An audit aiso includes evaluating. the appropriateness of
accounting poticies used and the reasocnableness of significant accounting estimates made by management, as
well as evaluating the overall prasentation of the financial statements.

We helieve that the audit evidence we have cobtained is sufficient and appropriate to provide a basis for our
audit opinion,

Opinion

In our opinion, the reguiatory-basis financial statements referred to above present fairly, in all material
respects, the assets, liabilities, and proprietary capital of Duke Energy Kentucky, Inc. as of December 31, 2017,
and the results of its operations and its cash flows for the year then ended in accordance with the accounting
requirements of the Federat Energy Regulatery Commission as set forth in its applicable Uniform System of
Accounts and published accounting relgases.

Basis of Accounting

As discussed in the opening paragraph in the notes to the financial statements, these financial statements were
prepared in accordance with the accounting requirements of the Federal Energy Reguiatory Commission as set
farth in its applicable Uniform Systemn of Accounts and published accounting refeases, which is a basis of
accounting other than accounting principles generally accepted in the United States of America. Our opinion is
not modified with respect to this matter.
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Restricted Use

This report is intended solely for the information and use of the board of directors and management of the
Company and for filing with the Federat Energy Regulatory Commission and is not intended to be and should
not be used by anyone other than these specified parties.

Padetle S Touche. LLO

Aprit 12, 2018
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FERC FORM NO. 1/3-Q:
REPORT OF MAJOR ELECTRIC UTILITIES, LICENSEES AND OTHER

IDENTIFICATION
01 Exact Legal Name of Respondent 02 Year/Period of Report
Duke Energy Kentucky, Inc. End of 2017/Q4
03 Previous Name and Date of Change (if name changed during year)
17
04 Address of Principal Office at End of Period (Street, City, State, Zip Code)
4580 Olympic Boulevard, Erlanger, KY 41018
05 Name of Contact Person 06 Title of Contact Person
Charmain Barnes Lead Accounting Analyst
(7 Address of Contact Person (Street, Cily, State, Zip Code)
550 South Tryon Street, Charlotte, NG 28202
08 Telephone of Contact Person,including] 09 This Report is 10 Date of Report
Area Code (1)[X AnOriginal  (2) [J A Resubmission (Mo, Da, Y1)
{980) 373-1369 04/12/2018

ANNUAL CORPORATE OFFICER CERTIFICATION

The undarsigned officer certifias that:

{ have examined this repori and io the best of my knowledge, information, and belief alt statamanis of fact contained in this report are corract statements
of the business affairs of the respondent and the financial statemenis, and othar financial infarmation contained in this report, conform in all matesial
respects fo the Uniform System of Accounts,

01 Name 03 Signature 04 Date Signad
William E. Currens, Jr. C)\LSLQ_: c. (Mo, Da, Yr)
02 Title : Q.Q‘
SVP Chief Accling OH & Controller Wiltiam E. Currens, Jr. 04/12/2018
Title 18, U.S.C. 1001 makes it a crime tor any persen to knowingly and willingly to make to any Agency or Departrnent of the United Staies any
false, fictitious or fraudulent statemants as o any matter within its jurisdiction.

FERC FORM No.1/3-Q (REV. 02-04) Page 1
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Name of Respondent T1r;is R;%t] ]Cs):riginal I(Dlvslaée BfaR$;r))ort Year/Period of Report
Duke Energy Kentucky, Inc. §2) A Resubmission 04/1’2/2(518 End of 2017/Q4
LIST OF SCHEDULES (Electric Utility)
Enter in column (c) the terms "none," "not applicable,” or "NA," as appropriate, where no information or amounts have been reported for
certain pages. Omit pages where the respondents are "none," "not applicable,” or "NA".
Line Title of Schedule Reference Remarks
No. Page No.
(a) (b) (c)
1| General Information 101
2 | Control Over Respondent 102
3 | Corporations Controlled by Respondent 103 N/A
4 | Officers 104
5| Directors 105
6 | Information on Formula Rates 106(a)(b)
7 | Important Changes During the Year 108-109
8 | Comparative Balance Sheet 110-113
9 | Statement of Income for the Year 114-117
10| Statement of Retained Earnings for the Year 118-119
11 | Statement of Cash Flows 120-121
12 | Notes to Financial Statements 122-123
13| Statement of Accum Comp Income, Comp Income, and Hedging Activities 122(a)(b)
14 [ Summary of Utility Plant & Accumulated Provisions for Dep, Amort & Dep 200-201
15 [ Nuclear Fuel Materials 202-203 N/A
16| Electric Plant in Service 204-207
17 { Electric Plant Leased to Others 213 N/A
18 | Electric Plant Held for Future Use 214
19| Construction Work in Progress-Electric 216
20 | Accumulated Provision for Depreciation of Electric Utility Plant 219
21 | Investment of Subsidiary Companies 224-225 N/A
22 | Materials and Supplies 227
23| Allowances 228(ab)-229(ab)
24 | Extraordinary Property Losses 230 N/A
25 | Unrecovered Plant and Regulatory Study Costs 230 N/A
26 | Transmission Service and Generation Interconnection Study Costs 231 N/A
27 | Other Regulatory Assets 232
28 | Miscellaneous Deferred Debits 233
29 | Accumulated Deferred Income Taxes 234
30 | Capital Stock 250-251
31 | Other Paid-in Capital 253
32| Capital Stock Expense 254 N/A
33| Long-Term Debt 256-257
34 | Reconciliation of Reported Net Income with Taxable Inc for Fed inc Tax 261
35 | Taxes Accrued, Prepaid and Charged During the Year 262-263
36 | Accumulated Deferred Investment Tax Credits 266-267

FERC FORM NO. 1 (ED. 12-96) Page 2
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Name of Respondent
Duke Energy Kentucky, Inc.

]

This Report Is:
M

An Original

D A Resubmission

Date of Report
(Mo, Da, Y1)

04/12/2018

Year/Period of Report
End of 2017/Q4

LIST OF SCHEDULES (Electric Utility) (continued)

Enter in column (c) the terms "none," "not applicable,” or "NA," as appropriate, where no information or amounts have been reported for
certain pages. Omit pages where the respondents are "none," “not applicable,” or "NA".

Line Title of Schedule Reference Remarks
No. Page No.
(@ (b) (c)
37 | Other Deferred Credits 269
38| Accumulated Deferred Income Taxes-Accelerated Amortization Property 272-273
39 | Accumulated Deferred Income Taxes-Other Property 274-275
40 | Accumulated Deferred Income Taxes-Other 276-277
41 | Other Regulatory Liabilities 278
42| Electric Operating Revenues 300-301
43 | Regional Transmission Service Revenues (Account 457.1) 302
44 | Sales of Electricity by Rate Schedules 304
45 | Sales for Resale 310-311
46 | Electric Operation and Maintenance Expenses 320-323
47 | Purchased Power 326-327
48 [ Transmission of Electricity for Others 328-330
49 | Transmission of Electricity by ISO/RTOs 331 N/A
50| Transmission of Electricity by Others 332
51 | Miscellaneous General Expenses-Electric 335
52| Depreciation and Amortization of Electric Plant 336-337
53| Regulatory Commission Expenses 350-351
54 | Research, Development and Demonstration Activities 352-353
55 | Distribution of Salaries and Wages 354-355
56 | Common Utility Plant and Expenses 356
57 | Amounts included in ISO/RTO Settlement Statements 397
58 | Purchase and Sale of Ancillary Services 398
59 | Monthly Transmission System Peak Load 400 N/A
60 | Monthly ISO/RTO Transmission System Peak Load 400a N/A
61 | Electric Energy Account 401
62 | Monthly Peaks and Output 401
63 | Steam Electric Generating Plant Statistics 402-403
64 | Hydroelectric Generating Plant Statistics 406-407 N/A
65 | Pumped Storage Generating Plant Statistics 408-409 N/A
66 | Generating Plant Statistics Pages 410-411 N/A

FERC FORM NO. 1 (ED. 12-96)

Page 3
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Name of Respondent mis Rej cﬁ)\rt IS inal ?“Zne Bf F{$p)or1 Year/Period of Report
n Origina o, Da, Yr End of 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 " E—
LIST OF SCHEDULES (Electric Utility) (continued)

Enter in column (c) the terms "none,” "not applicable,” or "NA," as appropriate, where no information or amounts have been reported for
certain pages. Omit pages where the respondents are "none,"” "not applicable,” or "NA".

Line Title of Schedule Reference Remarks
No. Page No.
(a) (b) (c)

67| Transmission Line Statistics Pages 422-423

68 | Transmission Lines Added During the Year 424-425 N/A

69 | Substations 426-427

70 | Transactions with Associated (Affiliated) Companies 429

71| Footnote Data . 450

Stockholders' Reports Check appropriate box:
[] Two copies will be submitted

[J No annual report to stockholders is prepared

FERC FORM NO. 1 (ED. 12-96) Page 4



KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 1
Page 8 of 175

Name of Respondent ' This Report Is:

Duke Energy Kentucky, Inc. (1) X An Original
(@ [ A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report

End of 2017/Q4

GENERAL INFORMATION

1. Provide name and title of officer having custody of the general corporate books of account and address of
office where the general corporate books are kept, and address of office where any other corporate books of account

are kept, if different from that where the general corporate books are kept.

William E. Currens, Jr.

Senior Vice President, Chief Accounting Officer & Controller
550 South Tryon Street

Charlotte, NC 28202

2. Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation.
If incorporated under a special law, give reference to such law. If not incorporated, state that fact and give the type

of organization and the date organized.

Commonwealth of Kentucky
Date of Incorporation: March 20, 1901

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of
receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by which the receivership or

trusteeship was created, and (d) date when possession by receiver or trustee ceased.

Not applicable

4. State the classes or utility and other services furnished by respondent during the year in each State in which

the respondent operated.

Kentucky — Gas and Electric

5. Have you engaged as the principal accountant to audit your financial statements an accountant who is not

the principal accountant for your previous year's certified financial statements?

(1) [0 VYes...Enter the date when such independent accountant was initially engaged:

(@) X No

FERC FORM No.1 (ED. 12-87) PAGE 101
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. (1) X An Original (Mo, Da, Yr)
(2) [J A Resubmission 04/12/2018 * End of 2017/Q4

CONTROL OVER RESPONDENT

1. If any corporation, business trust, or similar organization or a combination of such organizations jointly held
control over the repondent at the end of the year, state name of controlling corporation or organization, manner in
which control was held, and extent of control. If control was in a holding company organization, show the chain
of ownership or control to the main parent company or organization. If control was held by a trustee(s), state
name of trustee(s), name of beneficiary or beneficiearies for whom trust was maintained, and purpose of the trust.

Duke Energy Kentucky, Inc. is a wholly-owned subsidiary of Duke Energy Ohio, Inc. Duke Energy Ohio, Inc. is a wholly-owned
subsidiary of Cinergy Corp., which is a wholly-owned subsidiary of Duke Energy Corporation.

FERC FORM NO. 1 (ED. 12-96) Page 102
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Name of Respondent This Report iIs: Date of Report Year/Period of Report

Duke Energy Kentucky, Inc. 8; DﬁnRgggg::ssion (()’\:;.1’2?:612) End of ﬂ
OFFICERS

1. Report below the name, title and salary for each executive officer whose salary is $50,000 or more. An "executive officer" of a

respondent includes its president, secretary, treasurer, and vice president in charge of a principal business unit, division or-function

(such as sales, administration or finance), and any other person who performs similar policy making functions.

2. If a change was made during the year in the incumbent of any position, show name and total remuneration of the previous

incumbent, and the date the change in incumbency was made.

Line Title Name of Officer Salary
No for Year
: (@ (b) (c)

1 |Executive Vice President, Administration and Melissa H. Anderson
2 |Chief Human Resources Officer
3
4 |Senior Vice President, Chief Accounting Officer William E. Currens, Jr.
5 |and Controller
6
7 |Treasurer and Senior Vice President, Tax Stephen Gerard De May
8
9 |Executive Vice President, Energy Solutions and Douglas F. Esamann
10 {President, Midwest and Florida Regions
11
12 | Chief Executive Officer Lynn J. Good
13
14 |President James P. Henning
15
16 |Executive Vice President and Chief Operating Officer Dhiaa M. Jamil
17
18 |Executive Vice President, Chief Legal Officer and Julia 8. Janson
19 |Corporate Secretary through 04/30/2017;
20 |Executive Vice President, External Affairs,
21 |Chief Legal Officer and Corporate Secretary,
22 |effective 05/01/2017
23
24 |Executive Vice President, Customer and Delivery Lloyd M. Yates
25 |Operations and President, Carolinas Region
26
27 |Executive Vice President and President, Franklin H. Yoho
28 |Natural Gas Business
29 .
30 [Executive Vice President and Chief Financial Officer Steven Keith Young
31
32
33
34
35
36
37
38
39
40
41
42
43
44

FERC FORM NO. 1 (ED. 12-96)

Page 104
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Duke Energy Kentucky, Inc.

Name of Respondent ahis Re

ortls:
An Original

2) 1 A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

DIRECTORS

1. Report below the information called for concerning each director of the respondent who held office at any time during the year. Include in column (a), abbreviated
titles of the directors who are officers of the respondent.

2. Designate members of the Executive Committee by a triple asterisk and the Chairman of the Executive Committee by a double asterisk.

n
No.

Name (an(d )Title) of Director
a

Principal Bu(sl,)i)ness Address

Douglas F. Esamann***

550 South Tryon Street, Charlotte, NC 28202

(EVP, Energy Solutions and President, Midwest and

Florida Regions)

Lynn J. Good (Chief Executive Officer)*

550 South Tryon Street, Charlotte, NC 28202

Nl | WIN] =

Dhiaa M. Jamil***

550 South Tryon Street, Charlotte, NC 28202

(EVP and Chief Operating Officer)
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Name of Respondent Th(i?)Re ortp{s:o iqinal I(DMate Bf Rsp;ort Year/Period of Report
n Origina 0, Da, Yr End of 2017/Q4
Duke Energy Kentucky, Inc. (2)[] A Resubmission 04/12/2018 _—
INFORMATION ON FORMULA RATES
FERC Rate Schedule/Tariff Number FERC Proceeding
Does the respondent have formula rates? [X] Yes
[ Neo

1. Please list the Commission accepted formula rates including FERC Rate Schedule or Tariff Number and FERC proceeding (i.e. Docket No)

accepting the rate(s) or changes in the accepted rate.

Line

No. | FERC Rate Schedule or Tariff Number

FERC Proceeding

PJM interconnection, L.L.C.

Docket No. ER12-91-000

Open Access Transmission Tariff

Attachment H-22

1
2
3
4
5
6
7
8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

FERC FORM NO. 1 (NEW. 12-08)

Page 106
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Name of Respondent

This Report Is:
(1) An Original

Duke Energy Kentucky, Inc.

2) ] A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report

End of 2017/Q4

INFORMATION ON FORMULA RATES
FERC Rate Schedule/Tariff Number FERC Proceeding

Does the respondent file with the Commission annuat (or more frequent)
filings containing the inputs to the formula rate(s)?

X Yes
[J No

2. If yes, provide a listing of such filings as contained on the Commission's eLibrary website

Document
Line Date
No. | Accession No. |\ Filed Date | Docket No.

Description

Formula Rate FERC Rate
Schedule Number or
Tariff Number

20120515-5244| 05/15/2012{ER12-31-000

Formula Rate Annual Updatd

PJM OATT, Attachment H-22A

20130129-5070| 01/29/2013{ER12-31-000

Formula Rate Annual Updatsg

PJM OATT, Attachment H-22A

Corrected

20130515-5122| 05/15/2013|ER12-91-000

Formula Rate Annual Updatg

PJM OATT, Attachment H-22A

20140515-5149| 05/15/2014|ER12-31-000

Formula Rate Annual Updats

PJM OATT, Attachment H-22A

20150515-5244] 05/15/2015|ER12-31-000

Formula Rate Annual Updatg

PJM OATT, Attachment H-22A

20160513-5092| 05/13/2016|ER12-31-000

Formula Rate Annual Updats

PJM OATT, Attachment H-22A

|Njo|lo]|slwW|N] =

20161130-5416| 11/30/2016{ER12-31-000

Formula Rate Annual Updats

PJM OATT, Attachment H-22A

[ls]

Corrected

—_
(=]

20170509-5150| 05/09/2017|ER12-91-000

Formula Rate Annual Updats

PJM OATT, Attachment H-22A

—_
—

20180129-5213| 01/29/2018(ER12-91-000

Formula Rate Annual Updatd

PJM OATT, Attachment H-22A

—_
N

Corrected
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Name of Respondent Th(iﬁ,)orlAls:O iainal I(thallte Bf R$p)ort Year/Period of Report
X n Origina 0, Da, Yr
Duke Energy Kentucky, Inc. @ A ResSbmission 041212018 Endof 2017/Q4

INFORMATION ON FORMULA RATES
Formula Rate Variances

1. If a respondent does not submit such filings then indicate in a footnote to the applicable Form 1 schedule where formula rate inputs differ from
amounts reported in the Form 1.

2. The footnote should provide a narrative description explaining how the "rate" (or billing) was derived if different from the reported amount in the
Form 1.

3. The footnote should explain amounts excluded from the ratebase or where labor or other allocation factors, operating expenses, or other items
impacting formula rate inputs differ from amounts reported in Form 1 schedule amounts. ,

4. Where the Commission has provided guidance on formula rate inputs, the specific proceeding should be noted in the footnote.

Line
No. | Page No(s). Schedule Column Line No

Not Applicable
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. (1) [X] An Original Endof  2017/Q4
[ ] A Resubmission 04/12/2018

IMPORTANT CHANGES DURING THE QUARTER/YEAR

Give particulars (details) concerning the matters indicated below. Make the statements explicit and precise, and number them in
accordance with the inquiries. Each inquiry shouid be answered. Enter "none,”" "not applicable,” or "NA" where applicable. If
information which answers an inquiry is given elsewhere in the report, make a reference to the schedule in which it appears.

1. Changes in and important additions to franchise rights: Describe the actual consideration given therefore and state from whom the
franchise rights were acquired. If acquired without the payment of consideration, state that fact.

2. Acquisition of ownership in other companies by recrganization, merger, or consolidation with other companies: Give names of
companies involved, particutars concerning the transactions, name of the Commission authonzmg the transaction, and reference to
Commission authorization.

3. Purchase or sale of an operating unit or system: Give a brief description of the property, and of the transactions relating thereto,
and reference to Commission authorization, if any was required. Give date journal entries called for by the Uniform System of Accounts
were submitted to the Commission.

4. Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give
effective dates, lengths of terms, names of parties, rents, and other condition. State name of Commission authorizing lease and give
reference to such authorization.

5. Important extension or reduction of transmission or distribution system: State territory added or relinquished and date operations
began or ceased and give reference to Commission authorization, if any was required. State also the approximate number of
customers added or lost and approximate annual revenues of each class of service. Each natural gas company must also state major
new continuing sources of gas made available to it from purchases, development, purchase contract or otherwise, giving location and
approximate total gas volumes available, period of contracts, and other parties to any such arrangements, etc.

6. Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including issuance of short-term
debt and commercial paper having a maturity of one year or less. Give reference to FERC or State Commission authorization, as
appropriate, and the amount of obligation or guarantee.

7. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments.
8. State the estimated annual effect and nature of any important wage scale changes during the year.

9. State briefly the status of any materially important legal proceedings pending at the end of the year, and the results of any such
proceedings culminated during the year.

10. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer,
director, security holder reported on Page 104 or 105 of the Annual Report Form No. 1, voting trustee, associated company or known
associate of any of these persons was a party or in which any such person had a material interest.

11. (Reserved.)

12. If the important changes during the year relating to the respondent company appearing in the annual report to stockholders are
applicable in every respect and furnish the data required by Instructions 1 to 11 above, such notes may be included on this page.

13. Describe fully any changes in officers, directors, major security holders and voting powers of the respondent that may have
occurred during the reporting period.

14. In the event that the respondent participates in a cash management program(s) and its proprietary capital ratio is less than 30
percent please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the
extent to which the respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a
cash management program(s). Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio.

PAGE 108 INTENTIONALLY LEFT BLANK
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued)

10.

11.

12.

13.

None

None

See Notes to Financial Statements, Note 2, "Regulatory Matters"

None

None

See Notes to Financial Statements, Note 4, "Debt and Credit Facilities"

None

No wage scale changes or pay changes during the fourth quarter 2017 to report.

No wage scale changes or pay changes during the third quarter 2017 to report.
During the second quarter 2017, employees bargained for by IBEW Local 1347, UWUA,
IUU Local 600 and USW Local 12049 received pay changes (pay rate change/merit)that
totaled $259,896.00 in annualized costs or a monthly amount of approximately
$21,658.00

During the first quarter 2017, non-union employees received pay changes (promotion,
demotion, pay rate change/merit, job reclassification and adjustments) that totaled

$958,090 in annualized costs or a monthly amount of approximately $79,840.80

See Notes to Financial Statements, Note 2, "Regulatory Matters" and
Note 3, "Commitments and Contingencies"

None
(Reserved)
None

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the fourth quarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the fourth quarter of 2017 are as follows:

Appointments effective 10/01/17 v
L. Stanford Sherrill, Jr. Vice President, Workforce Development, Employee and Labor
Relations

Resignations effective 10/01/17
L. Stanford Sherrill, Jr. Vice President, Employee Relations and Labor Relations

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the third gquarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the third quarter of 2017 are as follows:

Appointments effective 8/16/17
Joni Y. Davis Vice President, Marketing and Customer Engagement
Retha Hunsicker Vice President, Customer Connect Solutions
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report is:
(1) X An Original

(2) __ A Resubmi

Date of Report |Year/Period of Report
(Mo, Da, Yr)
ission 04/12/2018 2017/Q4

IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued)

Appointments effective

8/14/17

Barbara A. Higgins

Senior Vice President and Chief Customer Officer

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the second quarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the second quarter of 2017 are as follows:

Appointments effective

4/01/17

Swati V. Daji
Eric S. Grant

Appointments effective

Senior Vice Pre51dent,
Vice President, Fuels a

5/01/17

Donna T. Council
Julia S. Janson

Catherine B. Stancombe
Charles R. Whitlock

Resignations effective

Vice President, Human R
Executive Vice Presiden
Officer and Corporate S
Vice President, Enterpr
Senior Vice President,

4/01/17

Swati V. Daji

Resignations effective

Senior Vice President,

5/01/17

Julia S. Janson

Julia S. Janson

Julia S. Janson
Catherine B. Stancombe
Charles R. Whitlock

Chief Legal Officer
Corporate Secretary
Executive Vice Presiden
Vice President, Human R
Senior Vice President,

Chief Procurement Officer
nd Systems Optimization

esources Business Partners

t, External Affairs, Chief Legal
ecretary

ise Operational Excellence
Strategic Growth Initiatives

Fuels and System Optimization

t

esources Business Partners
Midwest Distribution Operations

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the first quarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the first quarter of 2017 are as follows:

Appointments effective

1/01/17

Robert F. Caldwell

Paul Draovitch
John B. Hayes

Appointments effective

Senior Vice President and President, Duke Energy Renewables

and Distributed Energy

Senior Vice President, Environmental Health and Safety

Vice President, Midwest

2/01/17

Jeffrey A. Corbett
David J. Maxon
John F. Smith III

Benjamin C. Waldrep

Generation

Senior Vice President, Distribution Engineering and
Technical Customer Relations
Senior Vice President, Distribution Construction and

Maintenance

Senior Vice President, Distribution Grid Performance and

Contractor Operations

Senior Vice President and Chlef Security Officer

[FERC FORM NO. 1 (ED. 12-96)
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued)

14.

Appointments effective 3/01/17

Gary J. Hebbeler Vice President, Gas Operations
James R. Sochacki Vice President, Distribution Construction and Maintenance -
Midwest

Resignations effective 1/01/17

Charles K. Beam Vice President, Customer Information Systems - IT

Robert F. Caldwell President, Duke Energy Renewables and Distributed Energy
Technology

Paul Draovitch Senior Vice President, Fossil Hydro Operations

Harry K. Sideris Senior Vice President, Environmental Health and Safety

Resignations effective 2/01/17

Jeffrey A. Corbett Senior Vice President, Chief Procurement Officer
Terrell N. Garren Vice President and Chief Security Officer
N/A
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. (1) X An Original (Mo, Da, Yr)
(2 ] A Resubmission 04/12/2018 End of 2017/Q4
COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS)
Line Current Year Prior Year
No. Ref. End of Quarter/Year End Balance
Title of Account Page No. Balance 12/31
(a) (b) (c) (d)
1 UTILITY PLANT ’
2 Utility Plant (101-106, 114) 200-201 ,190,743,460 2,052,384,114
3 Construction Work in Progress (107) 200-201 109,390,337 63,832,972
4 | TOTAL Utility Plant (Enter Total of lines 2 and 3) 2,300,133,797| 2,116,217,086
5 |{Less) Accum. Prov. for Depr. Amort. Depl. (108, 110, 111, 115) 200-201 1,032,028,167| 1,001,008,038
6 Net Utility Plant (Enter Total of line 4 less 5) 1,268,105,630 1,115,209,048
7 Nuclear Fuel in Process of Ref., Conv.,Enrich., and Fab. (120.1) 202-203 0 0
8 Nuclear Fuel Materials and Assemblies-Stock Account (120.2) 0, 0
9 | Nuclear Fuel Assemblies in Reactor (120.3) 0| 0
10 | Spent Nuclear Fuel (120.4) 0| 0
11 | Nuclear Fuel Under Capital Leases (120.6) 0 0
12 | (Less) Accum. Prov. for Amort. of Nucl. Fuel Assemblies (120.5) 202-203 0 0
13 | Net Nuclear Fuel (Enter Total of lines 7-11 less 12) 0 0
14 | Net Utility Plant (Enter Total of lines 6 and 13) 1,268,105,630 1,115,209,048
15 | Utility Plant Adjustments (116) 0 0
16 | Gas Stored Underground - Noncurrent (117) 0 0
17 OTHER PROPERTY AND INVESTMENTS
18 | Nonutility Property (121) 264,016 2,206
19 | (Less) Accum. Prov. for Depr. and Amort. {(122) 0) 0
20 |lInvestments in Associated Companies (123) [ 0
21 | Investment in Subsidiary Companies (123.1) 224-225 0, 0
22 | (For Cost of Account 123.1, See Footnote Page 224, line 42)
23 | Noncurrent Portion of Allowances 228-229 0, 0
24 | Other Investments (124) 1,500 1,500
25 | Sinking Funds (125) 0 0
26 | Depreciation Fund {126) 0 0
27 | Amortization Fund - Federal (127) 0 0
28 | Other Special Funds (128) 1,184,266 1,715,645
29 | Special Funds (Non Major Only) (129) 0 0
30 |Long-Term Portion of Derivative Assets (175) 318,333 954,187
31 Long-Term Portion of Derivative Assets | Hedges (176) 0 [¢]
32 | TOTAL Other Property and Investments (Lines 18-21 and 23-31) 2,673,538
33 CURRENT AND ACCRUED ASSETS
34 | Cash and Working Funds (Non-major Only) (130) 0 0
35 |Cash (131) 1,687,146 6,533,836
36 | Special Deposits (132-134) 0 0
37 | Working Fund {135) 0 0
38 | Temporary Cash Investments (136) 0 0
39 | Notes Receivable (141) 0 0
40 | Customer Accounts Receivable (142) 2,918,345 929,120
41 Other Accounts Receivable (143) 820,344 874,735
42 | (Less) Accum. Prov. for Uncollectible Acct.-Credit (144) 233,542 140,798
43 | Notes Receivable from Associated Companies {145) 34,407,460 18,389,762
44 | Accounts Receivable from Assoc. Companies (146) 3,811,739 4,382,007
45 | Fuel Stock (151) 227 22,251,525 24,608,235
46 | Fuel Stock Expenses Undistributed (152) 227 0 0
47 | Residuals {Elec) and Extracted Products (153) 227 0 0
48 | Plant Materials and Operating Supplies (154) 227 17,614,789 20,679,892
49 | Merchandise (155) 227 0 0
50 | Other Materials and Supplies {156) 227 0 0
51 | Nuclear Materiais Held for Sale (157) 202-203/227 0 0
52 | Allowances (158.1 and 158.2) 228-229 31,208 50,652
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

Date of Report
(Mo, Da, Yr)

Year/Period of Report

(2) [1 A Resubmission 04/12/2018 End of 2017/Q4
COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITSjContinued)
Line Current Year Prior Year
No. Ref. End of Quarter/Year End Balance
Title of Account Page No. Balance 12/31
@ (b) () (d)

53 |{Less) Noncurrent Portion of Allowances 0 0
54 | Stores Expense Undistributed (163) 227 967,360 336,171
55 | Gas Stored Underground - CGurrent (164.1) 2,958,880 3,412,415
56 |Liguefied Natural Gas Stored and Held for Processing (164.2-164.3) 0 0
57 |Prepayments (165) 491,801 491,138
58 | Advances for Gas {166-167) 0 0
59 |Interest and Dividends Receivable (171) 0 0
60 | Rents Receivable (172) 2,500 2,500
61 | Accrued Utility Revenues (173) 0 0
62 | Miscellaneous Current and Accrued Assets (174) 2,507,391 14,017,712
63 | Derivative Instrument Assets (175) 1,443,720 4,916,554
64 |(Less) Long-Term Portion of Derivative Instrument Assets (175) 318,333 954,187
65 | Derivative Instrument Assets - Hedges (176) 0 0
66 |(Less) Long-Term Portion of Derivative Instrument Assets - Hedges (176 0 0
67 | Total Current and Accrued Assets (Lines 34 through 66) 91,362,333 98,529,744
68 DEFERRED DEBITS

69 | Unamortized Debt Expenses (181) 2,078,548 1,736,629
70 | Extraordinary Property Losses (182.1) 230a 0 0
71 | Unrecovered Plant and Regulatory Study Costs (182.2) 230b 0 0
72 | Other Regulatory Assets (182.3) 232 127,608,194 100,178,941
73 | Prelim. Survey and Investigation Charges {Electric) (183) 290,107 143,374
74 | Preliminary Natural Gas Survey and Investigation Charges 183.1) 0 0
75 | Other Preliminary Survey and Investigation Charges (183.2) 0 0
76 |Clearing Accounts (184) -86| -16
77 | Temporary Facilities (185) 0) 0
78 |Miscellaneous Deferred Debits (186) 233 2,400,973 680,254
79 | Def. Losses from Disposition of Utility Pit. (187) 0 0
80 |Research, Devel. and Demonstration Expend. (188) 352-353 [ 0
81 |Unamortized Loss on Reaquired Debt (189) 1,188,432, 1,454,906
82 | Accumulated Deferred Income Taxes (190) 234 58,361,447 32,002,628
83 | Unrecovered Purchased Gas Costs (191) -219,763 1,627,916
84 |Total Deferred Debits (lines 69 through 83) 191,707,852, 137,824,632
85 |TOTAL ASSETS (lines 14-16, 32, 67, and 84) 1,552,943,930 1,354,236,962
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Name of Respondent This Report is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. (1) An Original (mo, da, yr)
(2) ] A Resubmission 04/12/2018 end of 2017/Q4
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)
Line Current Year Prior Year
No. Ref. End of Quarter/Year End Balance
Title of Account Page No. Balance 12/31
(a) (b) (c) (d)

1 PROPRIETARY CAPITAL

2 Common Stock Issued (201) 250-251 8,779,995 8,779,995

3 Preferred Stock Issued (204) 250-251 0 0

4 Capital Stock Subscribed (202, 205) 0 0

5 Stock Liability for Conversion (203, 2086) 0 0

6 Premium on Capital Stock (207) 18,838,946 18,838,946

7 | Other Paid-In Capital (208-211) 253 163,655,189 148,655,189
8 Installments Received on Capital Stock (212) 252 0, 0
9 (Less) Discount on Capital Stock {213) 254 0| 0
10 | (Less) Capital Stock Expense (214) 254b 0, 0
11 | Retained Earnings (215, 215.1, 216) 118-119 320,140,297 260,741,367
12 | Unappropriated Undistributed Subsidiary Earnings (216.1) 118-119 0| 0
13 | (Less) Reaquired Capital Stock {217) 250-251 0 0
14 | Noncorporate Proprietorship (Non-major only) (218) 0| 0
15 | Accumulated Other Comprehensive Income (219) 122(a)(b) 0, 0
16 | Total Proprietary Capital (lines 2 through 15) 511,414,427 437,015,497
17 |LONG-TERM DEBT

18 | Bonds (221) 256-257 0 0
19 |(Less) Reaquired Bonds (222) 256-257 0 0
20 | Advances from Associated Companies (223) 256-257 25,000,000 25,000,000
21 | Other Long-Term Debt (224) 256-257 426,720,000 336,720,000
22 | Unamortized Premium on Long-Term Debt (225) 0 0
23 | (Less) Unamortized Discount on Long-Term Debt-Debit (226) 288,378 337,948
24 | Total Long-Term Debt (lines 18 through 23) 451,431,622 361,382,052
25 | OTHER NONCURRENT LIABILITIES

26 | Obligations Under Capital Leases - Noncurrent (227) 580,230 1,465,571
27 | Accumulated Provision for Property Insurance (228.1) 0 0
28 | Accumulated Provision for Injuries and Damages {228.2) -68,721 -57,669
29 | Accumulated Provision for Pensions and Benefits (228.3) 17,417,765 14,974,925
30 | Accumulated Miscellaneous Operating Provisions (228.4) 0 0
31 | Accumulated Provision for Rate Refunds (229) 0 0
32 |Long-Term Portion of Derivative Instrument Liabilities 4,647,739 5,110,664
33 |Long-Term Portion of Derivative Instrument Liabilities - Hedges 0 0
34 | Asset Retirement Obligations (230) 54,581,508 52,822,086
35 | Total Other Noncurrent Liabilities (lines 26 through 34) 77,158,521 74,315,577
36 | CURRENT AND ACCRUED LIABILITIES

37 |[Notes Payable (231) 0 0
38 | Accounts Payable (232) 48,645,825 31,671,028
39 |[Notes Payable to Associated Companies (233) 0 19,656,000
40 | Accounts Payable to Associated Companies {234) 15,768,299 12,575,250
41 | Customer Deposits (235) 9,859,968 10,269,585
42 | Taxes Accrued (236) 262-263 16,053,519 11,102,968
43 |Interest Accrued (237) 5,383,681 4,227,363
44 | Dividends Declared (238) 0| 0
45 {Matured Long-Term Debt (239) 0! 0
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Name of Respondent This Report is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. (1) An Original (mo, da, yr)
(2) ] A Resubmission 04/12/2018 end of 2017/Q4
COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDIT@)ntinued)
Line Current Year Prior Year
No. Ref. End of Quarter/Year End Balance
Title of Account Page No. Balance 12/31
(a) (b) (c) (d)

46 | Matured Interest (240) 0 0
47 | Tax Coilections Payabie (241) 1,691,919 1,769,826
48 |Miscellaneous Current and Accrued Liabilities (242) 8,344,201 16,932,837
48 | Obligations Under Capital Leases-Current (243) 885,342 686,310
50 | Derivative Instrument Liabilities (244) 5,367,483 5,943,438
51 {Less) Long-Term Portion of Derivative Instrument Liabilities 4,647,739 5,110,664
52 | Derivative Instrument Liabilities - Hedges (245) 0 0
53 |(Less) Long-Term Portion of Derivative Instrument Liabilities-Hedges 0 0
54 | Total Current and Accrued Liabilities (lines 37 through 53) 107,352,498 109,723,941
55 | DEFERRED CREDITS
56 | Customer Advances for Construction (252) 1,562,943, 1,434,379
57 | Accumulated Deferred Investment Tax Credits (255) 266-267 3,836,961 685,347
58 | Deferred Gains from Disposition of Utility Plant (256) 0 0
59 | Other Deferred Credits (253) 269 15,990,512 20,046,049
60 | Other Regulatory Liabilities (254) 278 139,387,951 5,986,078
61 | Unamortized Gain on Reaquired Debt (257) 0 0
62 | Accum. Deferred Income Taxes-Accel. Amort.(281) 272-277 499,676 190,426
63 | Accum. Deferred Income Taxes-Other Property (282) 218,658,876 318,877,109
64 | Accum. Deferred Income Taxes-Other (283) 25,649,943 24,580,507
65 | Total Deferred Credits {lines 56 through 64) 405,586,862 371,799,895
66 | TOTAL LIABILITIES AND STOCKHOLDER EQUITY (lines 16, 24, 35, 54 and 65) 1,552,943,930 1,354,236,962
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Name of Respondent T1his Rec}\n IS il Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. 22; A R o g‘:%z?;ég) End of 2017/Q4

STATEMENT OF INCOME

Quarterly

1. Report in column (c) the current year to date balance. Column (c) equals the total of adding the data in column (g) plus the data in column (i) plus the
data in column (k). Report in column (d) similar data for the previous year. This information is reported in the annual filing only.

2. Enter in column (e) the balance for the reporting quarter and in column (f) the balance for the same three month period for the prior year.

3. Report in column (g) the quarter to date amounts for electric utility function; in column (i) the quarter to date amounts for gas utility, and in column (k)
the quarter to date amounts for other utility function for the current year quarter.

4. Report in column (h) the quarter to date amounts for electric utility function; in column (i) the quarter to date amounts for gas utility, and in column (1)

the quarter to date amounts for other utility function for the prior year quarter.

5. If additional columns are needed, place them in a footnote.

Annual or Quarterly if applicable

5. Do not report fourth quarter data in columns (e) and (f)

6. Report amounts for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in another utility columnin a similar manner to
a utility department. Spread the amount(s) over lines 2 thru 26 as appropriate. Include these amounts in columns (c) and (d) totals.

7. Report amounts in account 414, Other Utility Operating Income, in the same manner as accounts 412 and 413 above.

Line Total Total Current 3 Months Prior 3 Months
No. Current Year to Prior Year to Ended Ended
(Ref.) Date Balance for | Date Balance for | Quartery Only Quarterly Only
Title of Account Page No. | Quarter/Year Quarter/Year No 4th Quarter No 4th Quarter
(@) (b) (c)
1]UTILITY OPERATING INCOME
2| Operating Revenues (400) 300-301
3 [ Operating Expenses
4 | Operation Expenses (401) 320-323 21,647,225 270,158,902
5 | Maintenance Expenses (402) 320-323 34,864,014 33,479,990
6 | Depreciation Expense (403) 336-337 43,842,295 41,052,844
7 | Depreciation Expense for Asset Retirement Costs (403.1) 336-337
8 [Amort. & Depl. of Utility Plant (404-405) 336-337 3,824,519 2,615,436
9 |Amort. of Utility Plant Acg. Adj. (406) 336-337
10 f Amort. Property Losses, Unrecov Plant and Regulatory Study Costs (407)
11 | Amort. of Conversion Expenses (407)
12 | Regulatory Debits (407.3) 544,974 5,017,219
13 |(Less) Regulatory Credits (407.4) 2,772,810 1,064,723
14 | Taxes Other Than Income Taxes (408.1) 262-263 14,222,244 14,536,730
15| Income Taxes - Federal (409.1) 262-263 -15,290,192 -3,732,567
16 - Other (409.1) 262-263 -376,169 -872,454
17 | Provision for Deferred Income Taxes (410.1) 234, 272-277 92,675,520 90,755,536
18| (Less) Provision for Deferred Income Taxes-Cr. (411.1) 234, 272-277 56,685,655 69,127,951
19| Investment Tax Credit Adj. - Net (411.4) 266 -78,441 -90,146
20| (Less} Gains from Disp. of Utility Plant (411.6)
21 |Losses from Disp. of Utility Piant (411.7)
22 1(Less) Gains from Disposition of Allowances (411.8) 23
23 | Losses from Disposition of Allowances (411.9)
24 | Accretion Expense (411.10)
25| TOTAL Utility Operating Expenses (Enter Total of lines 4 thru 24) 376,417,501 382,728,816
26 | Net Util Oper Inc (Enter Tot line 2 less 25) Carry to Pg117 line 27 52,654,742 58,051,173
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Name of Respondent '(r1t;is Re %rt IS inal (El)\?te Sf Rsp)ort Year/Period of Report
n Original 0, Da, Yr End of 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 _
STATEMENT OF INCOME FOR THE YEAR (Continued)
9. Use page 122 for important notes regarding the statement of income for any account thereof.
10. Give concise explanations concerning unsettled rate proceedings where a contingency exists such that refunds of a material amount may need to be
made to the utility's customers or which may result in material refund to the utility with respect to power or gas purchases. State for each year effected
the gross revenues or costs to which the contingency relates and the tax effects together with an explanation of the major factors which affect the rights
of the utility to retain such revenues or recover amounts paid with respect to power or gas purchases.
11 Give concise explanations concerning significant amounts of any refunds made or received during the year resulting from settlement of any rate
proceeding affecting revenues received or costs incurred for power or gas purches, and a summary of the adjustments made to balance sheet, income,
and expense accounts.
12. If any notes appearing in the report to stokholders are applicable to the Statement of Income, such notes may be included at page 122.
13. Enter on page 122 a concise explanation of only those changes in accounting methods made during the year which had an effect on net income,
including the basis of allocations and apportionments from those used in the preceding year. Also, give the appropriate doliar effect of such changes.
14. Explain in a footnote if the previous year's/quarter’s figures are different from that reported in prior reports.
15. If the columns are insufficient for reporting additional utility departments, supply the appropriate account tities report the information in a footnote to
this schedule.
ELECTRIC UTILITY GAS UTILITY OTHER UTILITY _
Current Year to Date | Previous Year to Date Current Year to Date | Previous Year to Date | CurrentYearto Date | Previous Year to Date ';\'I”e
(in dollars) (in dollars) (in dollars) (in dollars) (in dollars) (in dollars) 0.
@ i ) : U ) <') |
334,908,02 347,770,121 94,164,214 o3o00888) | | 2
202,614,152 216,207,681 59,033,073 53,951,221 4
32,788,535 31,608,037 2,075,479 1,871,953 5
32,250,753 30,121,128 11,591,542 10,931,716 6
7
2,401,945 1,784,095 1,422,574 831,341 8
9
10
11
2,223,229 544,974 2,793,990 12
2,772,810 1,064,723 13
10,857,356 9,677,833 3,364,888 4,858,897 14
-7,634,080 -10,640,581 -7,656,112 6,908,014 15
520,667 -1,978,199 -896,836 1,105,745 16
67,639,786 84,050,726 25,035,734 6,704,810 17
44,367,134 58,832,752 12,318,521 10,295,199 18
-11,090 -21,438 -67,351 -68,708 19
20
21
23 22
23
24
294,288,057 303,135,036 82,129,444 79,593,780 25
40,619,972 44,635,085 12,034,770 13,416,088 26
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Name of Respondent ar;is R;gré I(gzriginal ?Nalte Bf Rsp)ort Year/Period of Report
o, Da, Yr,
Duke Energy Kentucky, Inc. @ A Resubmission 04/12/2018 Endof ___2017/04
STATEMENT OF INCOME FOR THE YEAR (continued)
Line TOTAL Current 3 Months Prior 3 Months
No. Ended Ended
(Ref.) Quarterly Only Quarterly Only
Title of Account Page No. | Current Year | Previous Year| No4th Quarter No 4th Quarter
@) (o) (© (@) ) ' {
27 | Net Utility Operating Income (Carried forward from page 114) 52,654,742 58,051,173
28 | Other Income and Deductions )
29 | Other Income
30 | Nonutilty Operating Income
31 [Revenues From Merchandising, Jobbing and Contract Work (415) 1,180,457 660,081
32| (Less) Costs and Exp. of Merchandising, Job. & Contract Work (416) 429,647 239,363
33 | Revenues From Nonutility Operations (417) 2,441 1,059
34| (Less) Expenses of Nonutility Operations (417.1) 48,782 34,201
35 | Nonoperating Rental Income (418)
36 | Equity in Earnings of Subsidiary Companies (418.1) 119
37 {Interest and Dividend Income (419) 1,235,748 990,145
38 | Allowance for Other Funds Used During Construction (419.1) 3,358,208 1,332,221
39 | Miscellaneous Nonoperating Income (421) 4,136 -1,405
40 | Gain on Disposition of Property (421.1) 17,045 38,549
41 [TOTAL Other Income (Enter Total of lines 31 thru 40)
42 | Other Income Deductions
43| Loss on Disposition of Property (421.2) 115,629 10,853
44 | Miscellaneous Amortization (425)
45| Donations (426.1) 450,291 418,773
461 Life Insurance (426.2)
47| Penalties (426.3) 25,003 8,087
48] Exp. for Certain Civic, Political & Related Activities (426.4) 642,878 502,347
49| Other Deductions (426.5) 2,905,838 1,107,036
50 | TOTAL Other Income Deductions (Total of lines 43 thru 49) 4,139,639
51| Taxes Applic. to Other Income and Deductions - = =
52 | Taxes Other Than Income Taxes (408.2) 262-263 117,175 100,069
53 | Income Taxes-Federal (409.2) 262-263 1,848,320 3,152,242
54 |Income Taxes-Other (409.2) 262-263 289,565 511,744
55 | Provision for Deferred Inc. Taxes (410.2) 234, 272-277 1,456,786 227,382
56 {(Less) Provision for Deferred Income Taxes-Cr. (411.2) 234, 272-277 24,991,931 3,734,569
57 | Investment Tax Credit Adj.-Net (411.5) -8,911 -42,057
581 {Less) Investment Tax Credits (420)
59 | TOTAL Taxes on Other Income and Deductions (Total of lines 52-58) -21,288,996 214,811
60 [ Net Other Income and Deductions (Total of lines 41, 50, 59) 22,468,963 485,179
61 | Interest Charges
62 [ Interest on Long-Term Debt (427) 14,618,543 13,759,989
63 | Amort. of Debt Disc. and Expense (428) 301,742 748,311
64 | Amortization of Loss on Reaquired Debt (428.1) 266,474 266,474
65 | (Less) Amort. of Premium on Debt-Credit (429) .
66 | (Less) Amortization of Gain on Reaquired Debt-Credit (429.1)
67 | interest on Debt to Assoc. Companies (430) 453,674 229,106
68 [ Other Interest Expense (431) 1,384,300 1,485,968
69 | (Less) Allowance for Borrowed Funds Used During Construction-Cr. (432) 1,299,958 537,434
70 | Net Interest Charges (Total of lines 62 thru 69) 15,724,775 15,952,414
71 | Income Before Extraordinary ltems (Total of lines 27, 60 and 70) 59,398,930 42,583,938
72 |Extraordinary ltems
73 | Extraordinary Income (434)
74 | (Less) Extraordinary Deductions (435)
75 | Net Extraordinary ltems (Total of line 73 less line 74)
76 | Income Taxes-Federal and Other (409.3) 262-263
77 | Extraordinary ltems After Taxes (line 75 less line 76)
78 | Net Income (Total of line 71 and 77) 59,398,930 42,583,938
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STATEMENT OF RETAINED EARNINGS

1. Do not report Lines 49-53 on the quarterly version.

undistributed subsidiary earnings for the year.

by credit, then debit items in that order.
6. Show dividends for each class and series of capital stock.

2. Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated

3. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436
- 439 inclusive). Show the contra primary account affected in column (b)

4. State the purpose and amount of each reservation or appropriation of retained earnings.
5. List first account 439, Adjustments to Retained Earnings, refiecting adjustments to the opening balance of retained earnings. Follow

7. Show separately the State and Federal income tax effect of items shown in account 438, Adjustments to Retained Earnings.

8. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated.
9. If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123.

Line ltem
No. ()

Current

Quarter/Year
Contra Primary Year to Date
Account Affected Balance

(b) {c)

UNAPPROPRIATED RETAINED EARNINGS (Account 216)

Balance-Beginning of Period

Changes

Adjustments to Retained Earnings (Account 439)

Previous
Quarter/Year
Year to Date

Balance

(d)

260,741,367 228,157,429

O|IN[DJOTFAJWIN |

e}

TOTAL Credits to Retained Earnings (Acct. 439)

—_
(=]

-
—_

—_
N

—_
w

—
>

-
[4)]

TOTAL Debits to Retained Earnings (Acct. 439)

—_
[o2]

Balance Transferred from Income (Account 433 less Account 418.1)

59,398,930

17| Appropriations of Retained Earnings (Acct. 436)

18

42,583,938

19

20

21

22| TOTAL Appropriations of Retained Earnings (Acct. 436)

23| Dividends Declared-Preferred Stock (Account 437)

24

25

26

27

28

29| TOTAL Dividends Declared-Preferred Stock (Acct. 437)

30| Dividends Declared-Common Stock {Account 438)

APPROPRIATED RETAINED EARNINGS (Account 215)

39

31| October 2016 Common Stock Dividend declared (10,000,000}
32

33

34

35

36| TOTAL Dividends Declared-Common Stock {Acct. 438) { 10,000,000)
37| Transfers from Acct 216.1, Unapprop. Undistrib. Subsidiary Earnings

38| Balance - End of Period (Total 1,9,15,16,22,29,36,37) 320,140,297 260,741,367

40
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STATEMENT OF RETAINED EARNINGS

1. Do not report Lines 49-53 on the quarterly version.

2. Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated
undistributed subsidiary earnings for the year.

3. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436
- 438 inclusive). Show the contra primary account affected in column (b)

4. State the purpose and amount of each reservation or appropriation of retained earnings.

5. List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings. Follow
by credit, then debit items in that order.

6. Show dividends for each class and series of capital stock.

7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings.

8. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated.

9. If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123.

Current Previous
Quarter/Year Quarter/Year
Contra Primary Year to Date Year to Date
Line Item [Account Affected Balance Balance
No. (a) (b) (c) (d)
41
42
43
44

451 TOTAL Appropriated Retained Earnings (Account 215)

APPROP. RETAINED EARNINGS - AMORT. Reserve, Federal (Account 215.1)

46| TOTAL Approp. Retained Earnings-Amort. Reserve, Federal (Acct. 215.1)

47| TOTAL Approp. Retained Earnings (Acct. 215, 215.1) (Total 45,46)

48| TOTAL Retained Earnings (Acct. 215, 215.1, 2186) (Total 38, 47) (216.1) 260,741,367

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (Account

Report only on an Annual Basis, no Quarterly

49| Balance-Beginning of Year {Debit or Credit)

50j Equity in Earnings for Year (Credit) (Account 418.1)

51| (Less) Dividends Received (Debit)

52

53| Balance-End of Year (Total lines 49 thru 52)
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\Schedule Page: 118 Line No.: 31 Column: d
October 2016 Common Stock Dividend $10,000,000
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STATEMENT OF CASH FLOWS

(1) Codes to be used:(a) Net Proceeds or Payments;(b)Bonds, debentures and other long-term debt; (c) Include commercial paper; and (d) Identify separately such items as

investments, fixed assets, intangibles, etc.

(2) Information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash

Equivalents at End of Period" with related amounts on the Balance Sheet.

(3) Operating Activities - Other: Include gains and losses pertaining to operating activities only. Gains and losses pertaining to investing and financing activities should be reported

in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.

(4) Investing Activities: Include at Other (line 31) net cash outflow to acquire other companies. Provide a reconciliation of assets acquired with liabilities assumed in the Notes to
the Financial Statements. Do not include on this statement the doliar amount of leases capitalized per the USofA General Instruction 20; instead provide a reconciliation of the

dollar amount of leases capitalized with the plant cost.

Line Description (See Instruction No. 1 for Explanation of Codes) Current Year to Date Previous Year to Date
No. @ Quarter/Year Quarter/Year
1 INet Cash Fiow from Operating Activities:
2 INet Income (Line 78(c) on page 117)
3 [Noncash Charges (Credits) to Income:
4 |Depreciation and Depletion 43,842,295 41,052,844
5 [Amortization of
6 |Plant ltems 3,824,519 2,615,436
7 |Debt Discount, Premium Expense and Loss on Reacquired Debt 568,216 1,014,785
8 |Deferred Income Taxes (Net) 12,454,720 18,120,398
9 |Investment Tax Credit Adjustment (Net) -87,352 -132,203
10 |Net (Increase) Decrease in Receivables -3,150,383 -3,410,701
11 [Net (Increase) Decrease in Inventory 5,244,159 -4,895,644
12 |Net (Increase) Decrease in Allowances Inventory 19,444 22,579
13 |Net Increase (Decrease) in Payables and Accrued Expenses 2,557,700 28,166,317
14 [Net (Increase) Decrease in Other Regulatory Assets 17,777,573 -21,070,168
15 [Net Increase (Decrease) in Other Regulatory Liabilities -96,367 1,685,767
16 [(Less) Allowance for Other Funds Used During Construction 3,358,208 1,332,221
17 |(Less) Undistributed Earnings from Subsidiary Companies
18 |Other (provide details in footnote): 7,562,304 5,976,948
19
20
21
22 |Net Cash Provided by (Used in) Operating Activities (Total 2 thru 21) 111,002,404 107,026,541
23
24 |Cash Flows from Investment Activities:
25 jConstruction and Acquisition of Plant (including land):
26 |Gross Additions to Utility Plant (less nuclear fuel) -185,906,815 -109,720,103
27 |Gross Additions to Nuclear Fuel
28 |Gross Additions to Common Ultility Plant -3,588,413 456,540
29 |Gross Additions to Nonutility Plant
30 |(Less) Allowance for Other Funds Used During Construction -3,358,208 -1,332,221
31 |Other {provide details in footnote):
32
33
34 {Cash Outflows for Plant (Total of lines 26 thru 33) -186,137,020
35
36 {Acquisition of Other Noncurrent Assets (d)
37 |Proceeds from Disposal of Noncurrent Assets (d)
38
39 |Investments in and Advances to Assoc. and Subsidiary Companies -14,671,000
40 |Contributions and Advances from Assoc. and Subsidiary Companies
41 |Disposition of Investments in (and Advances to)
42 |Associated and Subsidiary Companies
43
44 |Purchase of Investment Securities (a)
45 |Proceeds from Sales of Investment Securities (a)
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STATEMENT OF CASH FLOWS

(1) Codes to be used:(a) Net Proceeds or Payments;(b)Bonds, debentures and other long-term debt; (c) Include commercial paper; and (d) Identify separately such items as
investments, fixed assets, intangibles, etc.

(2) Information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash
Equivalents at End of Period" with related amounts on the Balance Sheet.

(3) Operating Activities - Other: Include gains and losses pertaining to operating activities only. Gains and losses pertaining to investing and financing activities shouid be reported
in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.

(4) Investing Activities: Include at Other (line 31) net cash outtlow to acquire other companies. Provide a reconciliation of assets acquired with liabilities assumed in the Notes to
the Financial Statements. Do not include on this statement the dollar amount of leases capitalized per the USofA General Instruction 20; instead provide a reconciliation of the
dollar amount of leases capitalized with the plant cost.

Line Description (See Instruction No. 1 for Explanation of Codes) Current Year to Date Previous Year to Date
No. Quarter/Year Quarter/Year
(a) (b) (c)

46 |Loans Made or Purchased
47 |Collections on Loans

48
49 |Net (Increase) Decrease in Receivables

50 [Net (Increase ) Decrease in Inventory

51 |Net (Increase) Decrease in Allowances Held for Speculation

52 |Net Increase (Decrease) in Payables and Accrued Expenses
53 [Other (provide details in footnote):

54
55
56 [Net Cash Provided by (Used in) Investing Activities
57 |Total of lines 34 thru 55)

58
59 |Cash Flows from Financing Activities:
60 (Proceeds from Issuance of: . A
61 [Long-Term Debt (b) 80,000,000
62 [Preferred Stock

63 [Common Stock

64 |Other {provide details in footnote):
65 |Capital Investment Infusion 15,000,000
66 [Net Increase in Short-Term Debt (c)
67 |Other {provide details in footnote):
68
69
70 |Cash Provided by Outside Sources (Total 61 thru 69) 105,000,000 95,000,000

71
72 1Payments for Retirement of: - :
73 |Long-term Debt (b) -50,000,000
74 |Preferred Stock

75 |Common Stock

76 |Other (provide details in footnote): -19,656,000 -36,087,000
77 |Premium Payments and Fees on Deferred Debt -385,074 -615,173
78 |Net Decrease in Short-Term Debt (c)

79 |Distribution to Parent -10,000,000

80 |Dividends on Preferred Stock
81 |Dividends on Common Stock
82 [Net Cash Provided by (Used in) Financing Activities

g

83 [(Total of lines 70 thru 81) 84,958,926 -1,702,173
84

85 [Net Increase (Decrease) in Cash and Cash Equivalents
86 |(Total of lines 22,57 and 83)

87 __

88 |Cash and Cash Equivalents at Beginning of Period 6,533,836 9,1,81

89 vvvvv % B
90 [Cash and Cash Equivalents at End of period 1,687,146

6,533,836 |
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Duke Energy Kentucky, Inc.

This Report is:
(1) X An Original
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Date of Report
(Mo, Da, Yr)
04/12/2018

Year/Period of Report

2017/Q4

FOOTNOTE DATA

\Schedule Page: 120 _Line No.: 18 Column: b

Unrecovered Purchased Gas Costs

Prepayments

Clearing Accounts

Miscellaneous Current and Accrued Assets
Miscellaneous Deferred Debits

Obligations under Capital Leases - Non current
Accumulated Provisions

Customer Advances for Construction

Other Deferred Credits

Contribution to Company Sponsored Pension Plan
Net Utility Plant and Nonutility Property
Deferred Income Taxes

Derivative Instrument Liabilities

Preliminary Survey and Investigation Charges
Debt Expenses

Other Investments

Total

$ 1,011,058
8,579,740

70

3,498,226
(2,162,806)

(885, 341)
155,165
128,564

(3,119,637)
(1,323,820)
3,337,676
(1,136,317)

(113,030)
152,487
(209, 019)
(350,712)

$ 7,562,304

|Schedule Page: 120 Line No.: 18 Column: ¢

Unrecovered Purchased Gas Costs

Prepayments

Clearing Accounts

Miscellaneous Current and Accrued Assets
Derivative Instrument Assets

Miscellaneous Deferred Debits

Obligations Under Capital Leases - Non current
Accumulated Provisions

Customer Advances for Construction

Other Deferred Credits

Contribution to Company Sponsored Pension Plan
Net Utility Plant and Nonutility Property
Deferred Income Taxes

Derivative Instruments Liabilities

Preliminary Survey and Investigative Charges
Debt Expenses

Other Investments

Total

$(1,257,488)
2,224,062

40

6,267,632

(8,765)

2,635,555

(686,309)

(1,107,723)

452,965
(891, 996)

(1,443,420)
(4,346,667)
3,804,255

(82,132)

1,212,512

(513,525)
(282, 048)

$ 5,976,948

'Schedule Page: 120  Line No.: 76 _ Column: b

Intercompany Moneypool Payable

$(19,656,000)

\Schedule Page: 120 Line No.: 76 Column: ¢

Intercompany Moneypool Payable

$(36,087,000)
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\Schedule Page: 120 Line No.: 90 Column: b

I

Supplemental Disclosures (in thousands)

Cash paid for interest, net of amount capitalized
Cash paid / (refunded) for income taxes

Significant non—-cash transactions (in —-thousands)

AFUDC - equity component
Accrued capital expenditures

Cash and Cash Equivalent at End of period:

Cash (131)
Working Funds (135)
Temporary Cash Investments (136)

YTD December 2017

$12,352
($15,767)

YTD December 2017

$ 3,358
$32,369

$1,687,146
0
0

51,687,146

YTD December 2016

$12,986
($18,335)

YTD December 2016

$ 1,332
$12,594

$ 6,533,836
o

o
$ 6,533,836

(FERC FORM NO. 1 (ED. 12-87) Page 450.2




KyPSC Case No. 2018-00261

FR 16(7)(k) Attachment - FERC Form 1

Page 33 of 175
Name of Respondent This Repott is: Date of Report | Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. {2) _ A Resubmission 041122018 2017/Q4
Nates to Financial Statements

1. Provide important disciosures regarding the Balance Sheat, Statement of Income for the Year, Staternant of Retained Earrings for the Year,
and Statemerit of Cash Flow, or any account theraof, Classify the disclosurss accarding to each financial statement, providing a subheading for
each statement except where a disclosure is applicable to more than one statement, The disclosures must be on the same subject matters and
in the same level of delail that would be required if the respondent issuad general purpose financiat statements to the public or shareholders.

2. Fumish dstails as to any significant contingent assets or fiabifities existing at year end, and briatly explain any action initiated by the Internat
Revenue Service involving possible assessment of additional income taxes of material amount, or a claim for refund of income taxes of a
material amount initiated by the utllity. Also, briefly explain any dividends in arrears an cumulative preferred stock.

3. Furnish details on the respondent's pension plans, post-retirement benefits other than pensions (PBOP) plans, and post-employment benefit
plans as required by instruction no. 1 and, in addition, disclose for each individuat plan the current year's cash contributions. Furish details on
the accounting for the plans and any changes in the method of accounting for them. Include details on the accounting for transition obligations or
assets, gains or losses, the amounts deferred and the expected recovery periods. Also, disclose any current year's plan or trust curtailments,
terminations, transfers, or reversions of assets. Entities that participate in multiemployer postretirement benefit plans (e.g. parent company
sponsored pension pians) disclose in addition to the required disclosures for the consolidated plan, (1) the amount of cost recognized in the
respondent’s financial statements for each plan for the period presented, and (2) the basis for determining the respondent’s share of the totat
plan costs.

4. Fumish detalls on the respondent’s asset retirement obligations (ARO) as required by instruction no. 1 and, in addition, disclose the amounts|
recovered through rates to settle such obligations. identify any mechanism or account in which recovered funds are being placed {f.e. trust funds,
insurance policies, surety bonds). Furnish details on the accounting for the asset retirement obligations and any changes in the measurement or
method of accounting for the obligations. Include details on the accounting for settlement of the obligations and any gains or losses expecied or
incurred on the settiement,

5. Provide a list of all environmental credits received during the reporting period.

6. Provide a summary of revenues and expenses for each tracked cost and special surcharge.

7. Where Account 189, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give an
explanation, providing the rate treatment given these item. See General instruction 17 of the Uniform Systern of Accounts.

8. Explain concisely any retained eamings restrictions and state the amount of retained eamings affected by such restrictions.

9. Disclose details on any significant financial changes during the reporting year to the respondent or the respondent's consolidated group that
directly affect the respondent's gas pipeline operations, including: sales, transfers or mergers of affiliales, investments in new partnerships, sales
of gas pipeline facilities or the sale of ownership interests in the gas pipefine 1o limited partnerships, investments in related industries (i.e.,
production, gathering), major pipeline investments, acquisitions by the parent corporation(s), and distributions of capital.

10, Explain concisely unsettled rate proceedings where a contingency exists such that the company may need to refund a materiai amount to
the utility's customers or that the utility may receive a material refund with respect to power or gas purchases. State for each year affected the
gross revenues or costs to which the contingency relates and the tax effects and explain the major factors that affect the rights of the utility to
retain such revenues or to recover amounis patd with respect to power and gas purchases.

11. Explain concisely significant amounts of any refunds made or received during the year resulting from settiement of any rate proceeding
affecting revenues received or costs incurred for power or gas purchases, and summarize the adjustments made to balance sheet, income, and
expensa accounis. _

12. Explain concisely only those significant changes in accounting methods made during the year which had an effect on net income, including
the basis of aflocations and apportionments from those used in the preceding year. Also give the approximate dollar effect of such changes.

13. For the 3Q disclosures, respondent must pravide in the notes sufficient disclosures so as to make the interim inforrnation not misleading.
Disclosures which would substantially duplicate the disclosures contained in the most recent FERC Annual Report may be omitted.

14. For the 3Q disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurred which
have a materiat effect on the respondent. Respondent must include in the notes significant changes since the most recently completed year in
such items as: accounting principles and practices; estimates inherent in the preparation of the financial statements; status of long-term
contracts; capitalization including significant new borrowings or maodifications of existing financing agreements; and changes resulting from
business combinations or dispositions. However were material contingencies exist, the disclosure of such matters shall be provided even though
a significant change since year end may not have occurred.

15. Finally, if the notes to the financial statements relating to the respondent appearing in the annual report to the stockholders are applicable
and furnish the data required by the above instructions, such notes may be included herein.

This Federal Energy Regulatory Commission (FERC) Form 1 has been prepared in conformity with the requirements of
the FERC as set forth in its applicable Uniform System of Accounts and published accounting releases, which is a
comprehensive basis of accounting other than Generally Accepted Accounting Principles in the United States of America
(GAAP). The following areas represent the significant differences between the Uniform System of Accounts and GAAP:

e GAAP requires that public business enterprises report certain information about operating segments in complete
sets of financial statements of the enterprise and certain information about their products and services, which are
not required for FERC reporting purposes.

e GAAP requires that majority-owned subsidiaries be consolidated for financial reporting purposes. FERC
requires that majority-owned subsidiaries be separately reported as Investment in Subsidiary Companies, unless

| FERC FORM NO. 2/3-Q (REV 12:07)

122.1




KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 1
Page 34 of 175

Name of Respondent This Report is: Date of Report | Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
Notes to Financial Statements

an appropriate waiver has been granted by the FERC.

FERC requires that income or losses of an unusual nature and infrequent occurrence, which would significantly
distort the current year’s income, be recorded as extraordinary income or deductions, respectively.

GAAP requires that removal and nuclear decommissioning costs for property that does not have an associated
legal retirement obligation be presented as a regulatory liability on the Balance Sheet. These costs are presented
as accumulated depreciation on the Balance Sheet for FERC reporting purposes.

GAAP requires the regulatory assets and liabilities resulting from the implementation of ASC 740-10 (formerly
SFAS No. 109) be presented as a net amount on the balance sheet. For FERC reporting purposes, these assets and

liabilities are presented separately and are included in the Other Regulatory Asset and Other Regulatory Liability
line items.

GAAP requires that the current portion of regulatory assets and regulatory liabilities be reported as current assets
and current liabilities, respectively, on the Balance Sheet. FERC requires that the current portion of regulatory
assets and liabilities be reported as Regulatory Assets within Deferred Debits and Regulatory Liabilities within
Deferred Credits, respectively.

GAAP requires that any deferred costs associated with a specific debt issuance be presented as a reduction to
debt on the Balance Sheet. FERC requires any Unamortized Debt Expense to be separately stated as a Deferred
Debit on the Balance Sheet.

GAAP requires that certain account balances within financial statement line items which are not in the natural
position for that line item (e.g. an account within Accounts Receivable with a credit balance) be reclassed to the
appropriate side of the Balance Sheet. FERC does not require certain accounts which are not in a natural position
for their respective line item to be reclassed, as long as the line item in total is in its natural position.

GAAP requires that regulated assets that are abandoned or retired early, including the cost of the asset and its
associated depreciation, be reclassified to a separate regulatory asset on the Balance Sheet. For FERC reporting
purposes, those assets which have been abandoned but are still operating are maintained in their original balance
sheet accounts.

GAAP requires that the current portion of Asset Retirement Obligations be reported as current liabilities on the
Balance Sheet. For FERC reporting purposes, these liabilities are not reported separately and are reflected as
Asset Retirement Obligations within the Other Noncurrent Liabilities section of the Balance Sheet.

With the adoption of Accounting Standards Update {ASU) No. 2017-17 January 1, 2018, GAAP requires that the
service cost related to pensions and PBOP be reported with other compensation costs arising from services
rendered by employees during the period be included in a subtotal of income from operations on the income
statement, while non-service cost components are to be presented in the income statement separately outside a
subtotal of income from operations. Ouly the service cost component may be eligible for capitalization if all
other capitalization criteria are met. For FERC reporting purposes, costs related to pensions and PBOP will be
inctuded in the Net Utility Operating Income of the income statement. Duke has made a non-revocable election
to capitalize only the service cost component of pension and PBOP costs, upon implementing ASU No. 2017-07,
This change is not expected to have a material impact on the financial statements.
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1. ORGATIZATION AND BASIS OF PRESENTATION
NATURE OF DOPERATIONS AND BASIS OF PRESENTATION

Duke Energy Kentucky, Inc, (Duke Energy Kentucky) is a combination electric and natural gas pubiic utility company that provides service in northern
Kentucky. Duke Energy Kentucky's principal lines of business include generation, transmission, distribution and sale of electricity, as welf as the
transportation and sale of natural gas. Duke Energy Kentucky is subject fo the regulatory pravisions of the Kentucky Public Service Commissian
{KPSC) and the Federal Enargy Regulatory Commission (FERC). Duke Energy Kentucky's common stock is wholly owned by Duke Enargy Ohio, inc.
(Duke Energy Ohio), an indirect wholly owned subsidiary of Duke Energy Corporation (Duke Energy).

Cenrtaln prior year amounts have been reclassified to conform to the current year presentation.
Other Current Liabilities

The following table provides detail of certain amounts included in Other within Current Liabilities.

December 31,
(in thousands) ' Location 2017 2016
Customer Deposits Current Liabilities 9,860 10,270

SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

In preparing financial statements that conform to generally accepted accounting principles in the United States (U.S.) (GAAP), Duke Energy Kentucky
must make estimates and assumptions that aifect the reported amounts of assets and liabilities, the reported amounis of revenues and expenses and
the disclosure of contingent assets and liabilities at the date of the financial statements. Actual results could differ from those estimates.

Regulatary Accounting

The majority of Duke Energy Kentucky's operations are subject to price regulation for the sale of electricity and natural gas by the KPSC or FERC.
When prices are set on the basis of specific costs of the regulated operations and an effective franchise is in place such that sufficient natural gas or
electric services can be sold to recaver those costs, Duke Energy Kentucky applies regulatory accounting. Regutatory accounting changes the timing of
the recagnition of costs or revenues relative to a company that does not apply regulatory accounting. As a result, regulatory assets and regulatory
liabilities are recognized on the Balance Sheets. Regulatory assets and liabililies are amortized consistent with the treatment of the related cost in the
ratemaking process. See Note 2 for further information,

Regulated Fuel and Purchased Gas Adjustment Clauses

Duke Energy Kentucky utilizes cost-tracking mechanisms, commonly referred to as fuel adjustment clauses. These clauses allow for the recovery of
fuel and fuel-related costs and portions of purchased power costs through surcharges on customer rates. The diference between the costs Incurred
and the surcharge revenuss is recorded as an adjustment to Operating Expenses - Fuel used in elactric generation and purchased power or Oparating
Expenses - Cost of natural gas on the Statements of Operations with an ofi-setting impact on regulatory assets or liabilities.
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Cash and Cash Equivalents

All highly liquid investments with maturities of three months or less at the date of acquisition are considered cash equivalents.

Inventory

Inventory is used for operations and is recorded primarily using the average cost mathod. Inventory related to regulated operations is valued at
historical cost. Materials and supplies are recorded as inventory when purchased and subsequently charged to expense or capitalized to property, plant
and equipment when installed. inventory, including excess or obsolete inventory, is written-down to the lower of cost or market value. Once inventory
has been written-down, it creates a new cost basis for the inventory that is not subsequently written-up, Provisions for inventory write-offs were not
material at December 31, 2017, and 2016. The components of inventory are presented in the table belaw.

December 31,

{in thousands) 2017 2016
Materials and supplies ) S 19,300 $ 21,964
Coal 17,354 19,498
Nalural gas, oil and other 7,13¢ 7.574
Total inventory 8 43,793 % 48,037

Long-Lived Asset impairments

Duke Energy Kentucky evaluates long-lived assets for impairment when circumstances indicate the carrying value of those assets may not be
recoverable. An impairment exists when a fong-lived asset’s carrying value exceeds the estimated undiscounted cash flows expected to result from the
use and eventual disposition of the asset. The estimated cash flows may be based on alternative expected outcomes that ars probability weighted. If
the carrying value of the long-lived asset is not recoverable based on these estimated future undiscounted cash flows, the carrying value of the asset is
written-down to its then-current estimated fair value and an impairment charge is recognized.

Duke Energy Kentucky assesses the fair value of long-lived assets using various methods, including recent comparable third-party sales, internafly
developed discounted cash #low analysis and analysis from outside advisors. Triggering events to reassess cash flows may include, but are not limited
to, significant changes in commodity prices, the condition of an asset or management's interest in selling the asset,

Property, Plant and Equipment

Property, plant and equipment are stated at the lower of depreciated historical cost net of any disallowances or fair value, if impaired. Duke Energy
Kentucky capitalizes all construction-refated direct labor and materiat costs, as well as indirect construction costs such as general engineering, taxes
and financing costs. See "Allowance for Funds Used During Construction {AFUDC)" and "Asset Retirement Obligations {(ARQ)" below for further
information on capitalized financing costs and legal obligations associated with the retirement of property, plant and equipment. Costs of renewals and
betterments that extend the useful life of property, plant and equipment are also capitatized. The cost of repairs, replacements and major maintenance
projects, which do not extend the useful fife or increase the expected output of the asset, is expensed as incurred. Depreciation is generally computed
over the estimated useful life of the asset using the composite straight-line method. Depreciation studies are conducted periodically to update
composite rates and are approved by the KPSC and/or the FERC when required. The composite weighted average depreciation rate was 2.2 percent
faor the years ended December 31, 2017 and 2016.

in general, when Duke Energy Kentucky retires its regulated property, piant and equipment, originai cost plus the cost of retirement, less salvage vaiue,
is charged to accumulated depreciation. However, when it becomes probable a requiated asset will be retired substantially in advance of its original
expected useful life or will be abandoned, the cost of the asset and the corresponding accumutated depreciation is recognized as a separate asset. If
the asset is stilt in operation, the net amount is classified as Generation facilities to be retired, net on the Balance Sheets. If the asset is no longer
operating, the net amount is classified in Regulatory assets on the Balance Sheets. When it becomes probable that regulated mass utility assets, such
as meters, will be abandoned, the cost of the assets and accumulated depreciation is reclassified to regulatory assets for the amounts recoverable in
rates. The carrying value of the asset is based on historical cost if Duke Energy Kentucky is allowed to recover the remaining net book value and a
return equal to at least the incremental borrowing rate. If not, an impairment is recognized to the extent the net book value of the asset exceeds the
present value of future revenues discounted at the incremental borrowing rate.

When Duke Energy Kentucky sells entire regulated operating units, the original cast and accumulated depreciation and amortization balances are
removed from Property, Plant and Equipment on the Balance Sheets. Any gain or loss is recorded in eamings, uniess otherwise required by the
applicable regulatory body.
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Sae Note 6 for further information.
Allowance for Funds Used During Construction (AFUDC)

For regulated operations, the debt and equity costs of financing the construction of proparty, plant and equipment are reflected as AFUDC and
capitalized as a component of the cost of property, plant and equipment. AFUDC equity is reported on the Statements of Operations as non-cash
income in Other income and Expenses, net. AFUDC debt is reported as a non-cash offset to Interest Expense. After construction is completed, Duke
Energy Kentucky is permitted {o recover these costs through their inclusion in rate base and the corresponding subsequent deprecialion or amortization
of those regulated assets.

AFUDC equity, a permanent difierence for income taxes, reduces the effective tax rate when capltalized and increases the effective tax rate when
depreciated or amoriized.

Asset Retirement Obligations (ARO)

AROs are recognized for lagal obligations associated with the retirement of property, plant and equipment. When recording an ARC the present value
of the projected liability is recognized in the period in which it is incurred, if a reasonable estimate of fair value can be made, and the liability is accreted
over tima. For operating plants, the present value of the liability is added to the cost of the associated asset and depreciated over the remaining life of
the assel. For retired plants, the present value of the liability is recorded as a regulatory asset unless determined not to be recoverabie.

Tha present value of the initial abligation and subsequent updates are based on discounted cash flows, which include estimates regarding timing of
future cash flows, selection of discount rates and cost escalation rates, among other factors. These estimates are subject to change. Depreciation
expense Is adjusted prospectively for any changes to the carrying amount of the associated asset. Duke Energy Kentucky receives amounts to fund the
cost of the ARO from regulated revenues. As a result, the net of amounts recovered in regulated revenues, accretion expense and depreciation of the
associated asset is deferred as a regulatory asset or liability.

Obligations for closure of ash basins are based upan discounted cash flows of estimated costs for site-specific plans, if known, or probability weightings
of the potential closure methods if the closure plans are under development and multiple closure options are being considéred and evaluated on a
site-by-site basis. ’

See Nole 5 for further information.
Comprehensive iIncome

Comprehensive income is defined as the change in equity of a business enterprise during a period from transactions and other events and
circumstances from non-owner sources. Comprehensive incoma is the same as net income for all periods presentsd. Therefore, a separate statement
of comprehensive income is not included in the accompanying financial statements.

Revenue Recognition and Unbilled Revenue

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

Duke Energy Kentucky sells, on a revolving basis, nearly all of its retail accounts receivable, including receivables for unbilled revenuss, to an affiliate,
Cinergy Receivables Company, LLC {CRC). As discussed further in Note 11, Duke Energy Kentucky accounts for the transfers of receivables to CRC
as sales. Accordingly, the receivables sold are not reflected on the Balance Sheets. Receivables for unbilled revenues related to retail accounts
receivable included in the sates of accounts receivable to CRC at December 31, 2017 and 2016, were $25 million and $23 million, respactively.

Unbitled revenues, which are recorded as Receivables on the Balance Sheets and exclude recaivables sold to CRC, primarily include wholesale related
revenues and totaled $516 thousand and $79 thousand at December 31, 2017 and 2018, respectively.

I FERC FORM NO. 2/3-Q {REV 12-07}) 122.6 j




KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 1
Page 39 of 175

Name of Respondent This Report is: Date of Report | Year/Period of Report
(1) X An Original {Ma, Da, Yr)
Duke Energy Kentucky, inc. {2) _ A Resubmission 04/12/2018 2017/Q4
Notes to Financial Statements )

Derivatives and Hedging

Derivative and non-derivative instruments may be used in connection with commodity price and inferest rate activities, including swaps, futures,
forwards and oplions. All derivative instruments, except those that qualify for the normal purchase/normal sale exception, are recorded on the Balance
Sheets at fair value. For activity subject to regulatory accounting, gains and losses on derivative contracts are reflected as ragulatory assets ar liabilities
and not as other comprehensive income or current pericd income. As a result, changes in fair value of these derivatives have no immadiate earnings
impact. :

See Note 9 for further information.
Unamortized Debt Premium, Discount and Expense

Premiums, discounts and expenses incurred with the issuance of ouistanding long-term debt are amortized over the term of the debt issue, The gain or
loss an extinguishment associated with refinancing higher-cost debt obligations used to finance regulated assets is amortized. Amortization expense is
recorded as Interest Expense in the Statements of Operations and is reflected as Depreciation and amortization within Net cash provided by operating

aclivities on the Statements of Cash Flows.

Premiums, discounts and expenses are presented as an adjustment 1o the carrying value of the debt amount and included in Long-Term Debt on the
Balance Shests presented.

L.oss Contingencies and Environmental Liabitities

Contingent losses are recorded when it is probable a loss has occurred and can be reasonably estimated. When a range of the probable loss exists and
no amount within the range is a better estimate than any other amount, the minimum amount in the range is recorded. Unless otherwise required by
GAAP, legal fees are expensed as incurred.

Environmental fiabilities are recorded on an undiscounted basis when environmental remediation or other liabilities become probable and can be
reasonably estimated. Environmental expenditures ralated to past operations that do not generate current or future revenues are expensed.
Environmental expenditures refated to operations that generate current or future revenues are expensed or capitalized, respectively. Certain
environmental expenditures receive regulatory accounting treatment and are recorded as regulatory assets.

See Notes 2 and 3 for further information,
Pension and Other Post-Retirement Benefit Plans

Duke Energy maintains qualified, non-qualified and other post-retirement benefit plans. Eligible employees of Duke Energy Kentucky participate in the
respective qualified, non-qualified and other post-retirement benefit plans and Duke Energy Kentucky is allocated its proportionate share of benefit
costs. See Note 12 for further information.

Income Taxes

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and foreign jurisdictional retums. Duke Energy Kentucky
entered into a tax-sharing agreement with Duke Energy, and income taxes recorded represent amounts Duke Energy Kentucky woutld incur as a
separate C-Corporation. Deferred income taxes have been provided for temporary differences between GAAP and tax bases of assets and liabilities
because the differences create taxable or tax-deductible amaounts for future periods. Investment tax credits associated with regulated operations are
deferred and amortized as a reduction of income tax expense over the estimated usefut lives of the related properties.

Accumulated deferrsd income taxes (ADIT) are valued using the enacted tax rate expected to apply to taxable income in the periods in which the
deferred tax asset ar liability is expected to be settled or realized. in the event of a change in tax rates, deferred tax assets and liabilities are
remeasured as of the enactment date of the new rate. To the exient that the change in the value of the deferred tax represents an obligation to
customers, the impact of the remeasurement is deferred to a regulatory fiability. Remaining impacts are recorded in income from cortinuing operations.
Other impacts of the Tax Cuts and Jobs Act (Tax Act) have been recorded on a provisiona! basis, see Note 13, “income Taxes,” for additiona!
information. if Duke Energy's estimate of the tax effect of reversing temporary differences is not reflective of actual outcomes, is modified to refiect new
developments or interpretations of the tax law, revised to incorporate new accounting principles, or changas in the expected timing or manner of the
reversal then Duka Enargy's results of operations could be impacted.

Tax-related interest and penalties are recorded in interest Expense and Other Income and Expenszes, net, in the Statements of Operations.

See Note 13 for further information.
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NEW ACCOUNTING STANDARDS

The new accounting standards adaopted for 2017 and 2016 had no material impact on the presentation or resulls of aperations, cash Hiows or
financial position of Duke Energy Kentucky. The following new Accounting Standards Updates have been issued, but have not yet been adopted by
Duke Energy Kentucky, as of Decamber 31, 2017.

Revenue from Contracts with Customers, In May 2014, the Financial Accounting Standards Board (FASB) issued revised accounting guidance for
revenue recognition from contracts with customers. The core principle of this guidance is that an entity should recognize revenue to depict the transter
of promised goods or services to customers in an amount that reflects the consideration to which the entity expects {o be entilled in exchange tor those
goods or services. The amendments in this update also require disclosure of sufficient information to allow users to understand the nature, amount,
timing and uncertainty of revenue and cash flows arising from contracts with customers.

Duke Energy Kentucky has identified material revenue streams, which served as the basis for accounting analysis and documentation of the impact of
this guidance on revenue recognition. The accounting analysis included reviewing representative contracts and tarifis for sach material revenue stream.
Most of Duke Energy Kentucky's revenue will be in scope of the new guidance. The majority of our sales, including energy provided to residential
customers, are from tariff offerings that provide natural gas or electricity without a defined contractual term (“at-wili®). For such arrangements, revenue
from contracts with customers will be equivalent to the electricity or natural gas supplied and bilted in that period (including estimated billings). As such,
there will not be a significant shift in the timing or pattern of revenue recognition for such sales.

Duke Energy Kentucky has monitored the activities of the power and utilities industry revenue recognition task force including draft accounting positions
released in October 2017 and the impact, if any, on Duke Energy Kentucky's specific contracts and conclusions. Potential revisions to processes,
policies and controls, primarily related to evaluating supplemental disclosures required as a result of adopting this guidance, will be evaluated and
implemented as necessary. Some revenue arrangements, such as alternative revenue programs and ieases, are excluded from the scope of the new
revenue recognition guidance and, therefore, will be accounted for and evaluated for separate presentation and disclosure under other retevant
accounting guidance.

Duke Energy Kentucky Intends to use the moadified retrospective method of adoption effective January 1, 2018. Under the modified retrospective
method of adoption, prior year reported results are not restated and a cumulative-effect adjustment, if applicable, is recorded to retained eamings at
January 1, 2018, as if the standard had always been in effect. In addition, disclosures, if applicable, include a comparison to what would have been
reported for 2018 under the previous revenue recognition rules to assist financiat statement users in understanding how revenue recognition has
changed as a result of this standard and to facilitate comparability with prior year reporied results, which are not restated under the modified
retraspective approach as described above. Duke Energy Kentucky will utilize certain practical expedients including applying this guidance to open
contracts at the date of adoption and recognizing revenues for certain contracts under the invoice practical expedient, which allows revenue recognition
to be consistent with invaiced amounts (including estimated hillings) provided certain criteria are met, inctuding consideration of whether the invoiced
amounts reasonably represent the value provided to customers. While the adoption of this guidance is not expected to have a material impact on either
the timing or amount of revenues recognized in Duke Energy Kentucky's financial statements, Duke Energy Kentucky anticipates additional disclosures
around the nature, amount, timing and uncertainty of our revenues and cash flows arising from contracts with customers. Duke Energy Kentucky
continues to evaluate what Information will be most useful for users of the financial statements, inciuding information already provided in disclosures
oulside of the financial statement footnotes. These additional disclosures are expected to include the disaggregation of revenues by customer cfass.

Financial Instruments Classification and Measurement. In January 20186, the FASB issued revised accounting guidance for the classification and
measurement of financial instruments. Changes in the fair value of all equity securities will be required to be recorded in net income. Current GAAP
allows some changes in fair value for available-for-sale equity securities to be recorded in accumulated other comprehensive income. Additional
disclosures will be required to present separately the financiat assets and financial liabilities by measurement categary and form of financial asset. An
entity's equity investments that are accounted for under the equity method of accounting are not inciuded within the scope of the new guidance.

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annual periods beginning January 1, 2018, by recording a
curnulative effect adjustment to retained earnings as of January 1, 2018, This guidance is expected to have minimal impact on the Statements of
QOperations as changes in the fair value of most of the Duke Energy Kentucky's available-for-sale equity securities are deferred as reguiatory assets or
liabilities pursuant to accaunting guidance for regulated operations.
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Leases. In February 2016, the FASB issued revised accounting guidance for leases. The cora principle of this guidance is that a lessee should
recognize the assets and liabilities that arise from leases on the balance sheet.

For Duke Energy Kentucky, this guidance is effsctive for interim and annual periods beginning January 1, 2019, The guidance is applied using a
modified retrospective approach. Upon adoption, Duke Energy Kentucky expects ta elect the practical expedients, which would require no
reassessment of whether existing contracts are or contain {eases as well as no reassessment of lease classification for existing leases. Additionally, we
expect to adopt the optional fransition practical expedient atlowing the entity not to reassess the accounting for land easements that currently exist at
the adoption of the lease standard on January 1, 2018. Duke Energy Kentucky is currenfly evaluating the financial statement impact of adopting this
standard and is continuing to monitor industry implementation issues, including easements, pole attachments and renewable Power Purchase
Agreements. Other than an expected increase in assets and liabilities, the ultimate impact of the new standard has not yet been determined. Significant
system enhancements, including additional pracesses and controls, will be required to facilitate the identification, tracking and reporting of potential
leases based upon requirements of the new lease standard. Duke Energy Kentucky has begun the implementation of a third-party software tool ta help
with the adoption and ongoing accounting under the new standard.

Retirernent Benefits. In March 2017, the FASB issued revised accounting guidance for the presentation of net periodic costs related to benefit plans.
Current GAAP permiits the aggregation of all the components of net periodic costs on the Consolidated Statement of Operations and does not require
the disclosure of the location of net periodic costs on the Consolidated Statement of Operations. Under the amended guidance, the service cost
component of net periodic costs must be included within Operating income within the same line as other compensation expenses. All other components
of net periodic cosis must be outside of Operating income. In addition, the updated guidance permits only the service cost component of net periodic
costs to be capitalized to Inventory or Property, Plant and Equipment. This represents a change from current GAAP, which permits all components of
net periodic costs to be capitalized. These amendments should be applied retrospectively for the presentation of the various components of net periodic
costs and prospectively for the change in eligible costs to be capitalized. The guidance allows for a practical expedient that permits a company to use
amounts disclosed in prior-period financial statements as the estimation basis for applying the retrospective presentation requirements.

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2018, Duke Energy Kentucky currently
presents the total non-capitalized net periodic costs within Operation, maintenance and other on the Consolidated Statement of Operations. The
adoption of this guidance will result in a retrospective change to reclassify the prasantation of the non-service cost (benefit) components of net periodic
costs to Other income and expenses. Duke Enargy Kentucky intends to utilize the practical expedient for retrospective presentation. The change in net
periodic costs eligible for capitalization is applicable prospectively. Since Duke Energy Kentucky’s service cost component is expected to be greater
than the total net periodic costs, the change will result in increased capitalization of net periodic costs, higher Operation, maintenance and other and
higher Qther income and expenses. The resulting impact to Duke Energy Kentucky is expected to be an immaterial increase in Net income resulting
from the timitation of efigible capitalization of net periodic costs to the service cost component, which is farger than the totat net periodic costs.
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2. REGULATORY MATTERS
REGULATORY ASSETS AND LIABILITIES

Duke Energy Kentucky records assets and liabilities that result irom the ratemaking process. Ses Note 1 for further information,

The following table represents the regulatory assets and #iabilities on the Balance Shests,

December 31, Recovery/Refund
(in thousands) 2017 2016 Period Ends
Regulatory Assets{a):
Accrued pension and other post-retirement benefits S 34,682 % 31,620 b)
East Bend deferrals 45,485 32,267 (c)
Demand side management/Energy efficiency costs 2,226 1,661 (c)(d)
Hedge costs and other deferrals 4,938 5,521 (e}
Storm cost deferrals 4,913 4,913 (c)
AROs - coal ash 16,721 - 11,412 (e)ag)
Vacation accrual 1,394 1,348 2018
Deferred debt expense 1,188 1,455 2036
Deferred fuel and purchased gas costs 179 3,937 2018
Carbon management research grant 1,800 1,600 (c)
Deferred gas integrity costs . 2,887 2,173 (c)
Net regulatory asset related to Income taxes — 2,178 (9)
AMI 6,087 — (c)
Other 594 —
Total regulatory assets 123,084 100,085
Less: current portion 4,358 7,623
Total noncurrent regulatory assets 3 118,738 & 92,462
Regulatory Liabifities(a):
Costs of removal $ 39,707 $ 45,878 )
Net regulatory liability related to income taxes 132,721 — {c)
Accrued pension and other post-retirement benefits 4,833 5,550 (b)
Hedge costs and other deferrals 33 2,502 (e)
Deferred fuel and purchased gas coslts

(204) 8,456 2018

Profit sharing mechanism 1,405 1,215 2018
Other . 14 450 {c)
Total regufatory liabilities _ 178,509 64,051
Less: current portion 6,892 12,173
Total noncurrent reguiatory liabilities S 171,617 § 51,878

(@) Regulatory assets and liabilities are excluded from rate base unless otherwise noted.
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{b} Recovered primarily aver the average remaining service periods or lifs axpectancies of employees covered by the benelit plans, which is
approximately thirteen years. See Note 12 for further information.

(c} The expected recovery or refund period varies for these amounts or has not been determinzd.

(d) Delerrad costs are recovered through a rider machanism.

(e} Recovery varies aver the life of the associated instrument.

() Represents funds received from customers to cover future removal of property, plant and equipment from retired or abandoned sites as
property is retired. Included in rate base and recoverad aver the life of associated assets,

(9 Cerlain amounts are recovered through rates.

RATE RELATED INFORMATION

The KPSC approvas rates for retail electric and natural gas services within the Commanwealth of Kentucky. The FERC approves rates for elactric sales
to wholesale customers served under cost-based rates, as well as sales of transmission service.

Tax Act Impacts

On December 22, 2017, President Trump signed the Tax Act into law, which, among other provisions, reduces the maximum federat corporate income
tax rate from 35 percent to 21 percent, effective January 1, 2018. As a result of the Tax Act, Duke Energy Kentucky revalued its deferred tax assets and
deferred tax liabilities, as of December 31, 2017, to account for the future impact of lower corporate tax rates on these deferred tax amounts. For the
Duke Energy Kentucky regulated operations, where the reduction is expected to be accounted for and applied to customers’ rates in future commission
proceedings, including rate proceedings, the net remeasurement has been deferred as a regulatory liability. KPSC is reviewing the Tax Act to determine
the potential impacts on customer rates. Beginning in January 2018, Duke Energy Kentucky will defer the estimated angoing impacis of the Tax Act that
are expected to be returned to customers. See Note 13 for additional information,

Duke Energy Kentucky Rate Case

On September 1, 2017, Duke Energy Kentucky filed a rate case with the KPSC requesting an increase in electric base rates of approximately $49
miltion, which represents an approximate 15 percent Increase on the average customer biil. The rate increase is driven by increased investment in utility
plant, increased operations and maintenance expenses and recovery of regulatory assets. The application alsc includes implementation of the
Environmental Surcharge Mechanism to recover environmental costs not included in base rates, requests to establish a Distribution Capital Investment
Rider to recover incrementai costs of specific programs, requests to establish a FERC Transmission Cost Reconciliation Rider to recover escalating
transmission costs and modification to the Profit Shating Mechanism to increase customers' share of proceeds from the benefits of owning generation
and to mitigate shareholder risks associated with that generation. An evidentiary hearing ended March 8, 2018. Duke Energy Kentucky anticipates that
rates will go into effect in mid-Aprit 2018. Duke Energy Kentucky cannot predict the outcome of this matter.

Woodsdale Station Fuel System Filing

On June 8, 2015, the FERC ruled in favor of PJM Interconnection, LLC (PJM) on a revised Tariff and Reliability Assurance Agreement including
implementation of a Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation non-performance.
The CP proposal includes performance-based penalties for non-compiiance. Duke Energy Kentucky is a Fixed Resource Requirement (FRR) entity,
and therefors is subject to the compiiance standards through its FRR plans. A partiat CP obligation will apply to Duke Energy Kentucky in the delivery
year beginning June 1, 2019, with full compliance beginning June 1, 2020. Duke Energy Kentucky has developed strategies for CP compliance
investments. On December 21, 2017, the KPSC issued an order approving Duke Energy Kentucky's request for a certificate of public convenience and
necessity (CPCN) to construct an ultra-low sutfur diesel backup fue! system for the Woodsdale Station. The backup fuel system is projected to cost
approximately $55 miilion and is anticipated to be in service prior to the CF comptiance deadline of April 2019.

East Bend Coal Ash Basin Filings

On December 2, 2016, Duke Energy Kentucky filed with the KPSC a request for a CPCN for construction projects necessary to close and repurpose an
ash basin at the East Bend Station as a resuit of current and proposed U.S. Environmental Protection Agency (EPA) regulations. Duke Energy
Kentucky estimated a totat cost of approximately $33 mitlion in the filing and expects in-service date by the first quarter of 2021. On June &, 2017, the
KPSC approved the CPCN request. )

Dry Botiom Ash Conversion

On July 28, 2016, Duke Energy Kentucky filed with the KPSC a requast for approval of a CPCN to convert to dry bottom ash at the East Bend station.
The project is necessary to comply with various environmental law requirements. The project is estimated to cost approximately $25 million. On
February 23, 2017, the KPSC granted a CPCN for the project.
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Advanced Metering Infrastructure (AMI)

On Aprit 25, 2016, Duke Energy Kentucky filed with the KPSC an application for approval of a GPCN for the construction of AMI. Duke Enargy Kentucky
gstimates tha 549 million project will take two years to complate. Duke Energy Kentucky also requested approval to establish a regulatory asset for the
remaining book value of existing meter equipment and inventory to be replaced. Duke Enérgy Kentucky and the Kentucky attormey general enterad into
a stipulation 1o settle matters refated 1o the application. On May 25, 2017, the KPSC issued an order to approve the stipulation with certain
modifications. On June 1, 2017, Duke Energy Kentucky filed its acceptance of the modifications. The deployment of AMI meters began in third quarter
2017 and is expacted to be complsted in early 2019, Duke Energy Kentucky has approximately $6 miliion included in Regulatory assels on its
Consolidated Balance Sheets at December 31, 2017, for the book value of existing meter equipment.

Regional Transmission Organization (RTO) Realignment

Duke Energy Ohio and Duke Energy Kentucky transferred control of their transmission assets 1o sffect a RTO realignment from Midcontinent
Independant System Operator, Inc. (MISO) to PJM, effective December 31, 2011.

On December 22, 2010, the KPSC approved Duke Energy Kentucky's request to effect the RTO realignment, subject to a commitment not to seek
double-recovery in a future rate case of the transmission expansion fees. that may be charged by MISO and PJM in the same period or overlapping
periods. Duke Energy Kentucky is not currently recovering PJM ar MISO transmisslon expansion fees through current base rates.

Upon Its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a fiability and expense for its exit obligation and share of MISO
Transmission Expansion Planning costs, excluding Multi Value Projects (MVP). This liability was recorded within Other in Current Llabilities and Other In
Noncurrent Liabilities on the Balance Sheets. .

The following table provides a reconciliation of the beginning and ending balance of recorded obligations refated to the withdrawal from MISO.

Provision / Cash
{in thousands) December 31,2016  Adjustments  Reductions December 31,2017
MISO withdrawal fiability 3 19452 § {2,111) § (375) $ 16,366

MVP

MISO approved 17 MVP proposals prior to Duke Energy Ohio and Duke Energy Kentucky's exit from MISO on December 31, 2011. Construction of
these projects is expected to continue through 2020. Costs of these projects, including operating and maintenance costs, property and income taxes,
depreciation and an allowed return, are allocated and billed to MISO transmission owners.

On December 28, 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 MiSQO's proposed cost allocation methodology to transmission owners who withdraw from MISO prior to
January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO and, (i} if no, what the amount of and methodology for calculating
any MVP cost responsibility should be. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the period from 2012 to 2671 at $450
million, on an undiscounted basis. On July 16, 2013, a FERC Administrative Law Judge (ALJ) issued an initiat decision. Under this initial decision, Duke
Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio and Duke Energy Kentucky filed exceptions to the initial
declsion, requesting the FERC overtum the ALJ's decision.

On October 29, 2015, the FERC issued an order reversing the ALJ's decision. The FERC ruled the cost allocation methodology is not consistent with
the MISO tariff and that Duke Energy Ohio and Duke Energy Kentucky have no liability for MVP costs after withdrawal from MISO. On May 19, 2016,
the FERC denied the request for rehearing filed by MISO and the MISO Transmission Owners. On July 15, 2016, the MISO Transmission Owners filed
a petition for review with the U.S. Court of Appeals for the Sixth Circuit. On June 21, 2017, a three-judge panel affirmed FERC's 2015 decision holding
that Duke Energy Kentucky has no liability for the cost of the MVP projects constructed after Duke Energy Kentucky's withdrawal from MISO. MISO did
not tile further petitions for review and this matter is now final.
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3. COMMITMENTS AND CONTINGENCIES
GENERAL INSURANCE

Duke Ensrgy Kentucky has insurance and/or reinsurance coverage either diractly or through indemnification from Duke Energy’s capfive insurance
company, Bison insurance Company Limited, and its affiliates, consistent with companies engaged in simitar commercial operations with similar type
properties. Duke Energy Kentucky's coverage includes (i) commercial general fiability coverage for liabiiities arising to third parties for bodily injury and
property damage; (i) workers’ compensation; (iii} automabile liabllity coverage; and (iv) properly coverage for all real and personal property damage.
Real and personal property damage coverage excludes electric ransmission and distribution lines, but includes damages arising from boiler and
machinery breakdowns, earthquakes, fiood damage and extra expense, but not outage or replacement power coverage. All coverage is subject 1o
certain deductibles or retentions, sublimits, exclusions, terms and conditions that are common for companies with similar types of operations. Duke
Energy Kentucky self-insures its electric transmission and distribution lines against loss dug to storm damage and other natural disasters.

The cost of Duke Energy Kentucky's coverage can fluctuate year to year reflecting claims history and conditions of the insurance and reinsurance
markets.

In the event of a loss, terms and amounts of insurance and reinsurance available might not be adequate to cover claims and other expenses incurred.
Uninsured losses and other expenses, to the extent not recovered by other sources, could have a material effect on Duke Energy Kentucky's resulis of
operations, cash flows or financial position. Duke Energy Kentucky is responsibie to the extent losses may exceed limits of the coverage available.

ENVIRONMENTAL

Duke Energy Kentucky is subject o federal, state, and local reguiations regarding air and water quality, hazardous and solid waste disposal, and other
environmental matiers. These regulations can be changed from time to time, imposing new obligations on Duke Energy Kentucky.

Remediation Activities

In addition to the AROs discussed in Note 5, Duke Energy Kentucky is responsible for environmenta! remediation at various siles. These include some
properties that are part of ongoing operations and sites formerly owned or used by Duke Energy Kentucky. These sites are in various stages of
investigation, remediation and monitoring. Managed in conjunction with relevant {ederal, state and local agencies, remediation activities vary based
upon site condition and location, remediation requirements, complexity and sharing of responsibility. if remediation activities involve joint and several
liability provisions, strict liability, or cost recovery or contribution actions, Duke Energy Kentucky coutd potentially be held rasponsible for environmental
impacts causad by other potentially responsible parties, and may also benefit from insurance policies or contractuai indemnities that cover some or aft
cleanup costs. Liabllities are recorded when losses become praobable and are reasonably estimable. The total costs that may be incurred cannot be
estimated because the extent of environmental impact, allocation among potentially responsibie parties, remediation alternatives and/or regulatory
decisions have not yst been determined. Additional costs associated with remediation aclivities are likely to be incurred in the future and could be
significant. Costs are typically expensed as Operation, maintenance and other in the Statements of Operations unless regulatory recovery of the costs
is deemed probable.

Duke Energy Kentucky has accrued approximately $670 thousand of probable and estimable costs related to its various environmental sites in Other
within Other Noncurrent Liabilities on the Balance Sheets as of December 31, 2017 and 2016. Additional losses in excess of recorded reserves are
expected to be immaterial for the stages of investigation, remediation and monitoring for the environmental sites that have been evaluated. The |
maximum amount of the range for aft stages of Duke Energy Kentucky's environmental sites cannot be determined at this time.

Clea.n Power Ptan {CPP)

On October 23, 2015, the EPA published in the Federal Register the CPP rule for regutating carbon dioxide (CO2) emissions from existing fossit
fuel-fired electric generating units. The CPP establishes COo emission rates and mass cap goals that apply to fossil fuel-fired generation. Petitions

challenging the CPP have been filed by several groups and on February 9, 2016, the Supreme Court issued a stay of the finai CPP rule, halting
implementation of the CPP until legal challenges are resolved. Kentucky has suspended work on the CPP in response to the stay. Oral arguments
before 10 of the 11 judges on the D.C. Circuit Court were heard on September 27, 2016. The court has not issued its opinion in the case,
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On March 28, 2017, President Trump signad an exacutive order diracting EPA to reviaw the CPP and determine whether o suspend, revise or rescind
the rule. On the same day, the Department of Justice filad a motion with the D.C. Gircuit Court raquesting that the court stay the litigation of the rule
wihile it is reviewsd by EPA. On April 28, 2017, the cour! issued an order to suspend the litigation for 60 days. On Auguslt 8, 2017, the court, on i{s own
motiori, extendad the suspension of the litigation for an additional 60 days. On October 16, 2017, EPA issued a Notice of Proposed Rulemaking (NFPR)
to repeal the CPP based on a change to EPA's legal interpretation of ihe section of the Clean Air Act on which the CPP was based. In the proposal,
EPA indicates that it has not determined whether it will issuz a rule to replace the CPP, and if it will do so, when and what form that rule will take. The
comment period an EPA's NPR ends April 26, 2018. On December 28, 2017, EPA issued an Advance Notice of Proposed Rulemaking (ANPRM) in
which it seeks public comment on various aspects of a potential CPP replacement rule. The comment period on the ANPAM ended February 28, 2018.
If EPA decides to move forward with a CPP replacement rule, it will need 1o issue a formal proposal for public comment. Litigation of the CPP remains
on hold in the D.C. Circuit Court and the February 2016 U.S, Supreme Court stay of the CPP remains in effect. Duke Energy Kentucky cannot predict
the outcome of these matters, ’

LITIGATION

Duke Energy Kentucky is invoived in other legal, tax and regulatory proceedings arising in the ordinary course of businass, some of which invalve
significant amounts. Duke Energy Kentucky believes the final disposition of these proceedings will not have a material effect on its results of operations,
cash flows or financlal position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies as incurred.

OTHER COMMITMENTS AND CONTINGENCIES

General

As pan of its normal business, Duke Energy Kentucky is party to various financial guarantees, performance guarantees and other contractual
commitments {o extend guarantees of credit and other assistance to various third parties. These guarantees involve etements of performance and
credit risk which are not included on the Balance Sheets. The possibility of Duke Energy Kentucky having to honor its contingencies is largely
dependent upon future operations of various third parties or the occurrence of certain future gvents.

Operating and Capital Lease Commitments

Duke Energy Kentucky leases vehicles, computer equipment and other property and equipment with various terms and expiration dates. Capitalized
lease obligations are classified as Long-Term Debt on the Balance Shests. Amortization of assets recorded under capital leases is included in
Depreciation and amortization on the Statements of Operations.

Rental expense for operating leases, which is included in Operation, maintenance and other on the Statements of Operations, was $2 million and $3
million for the years ended December 31, 2017 and 20186, respectively.

The following table presents future minimum lease payments under operating leases, which at inception had a non-cancelable term of more than one
year, and capital leases as of December 31, 2017.

{in thousands) Operating Leases Capital Leases
2018 S 2,649 § 975

2019 1,332 461

2020 ’ 1,118 236

2021 928 —
2022 676 —_
Thereatter 587 —_—
Minimum annual payments 7,291 1,672
Less: amount representing interest — (206)
Total S 7281 § 1,466
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4. DEBT AND CREDIT FACILITIES
SUMMARY OF DEBT AND RELATED TERMS

The following table summarizes outstanding debt.

December 31,

Weighted
Average
{in thousands) Interest Rate Year Due 2017 2016
Unsecured debt 456% 2019-2057 §& 350,000 § 260,000
Capital leases 6.16% 2018 - 2020 1,466 2,152
Tax-exempt bonds(@){b) 1.74% 2027 76,720 76,720
Money poo! barrowings(P)c) 1.66% 25,000 44,656
Unamortized debt discount and premium, net (288) (338)
Unamortized debt issuance costs . {1,718) (1,488)
Total debt 3.93% $ 451,180 S 381,702
Shori-term money pool borrowings — {19,656)
Current malurities of long-term dabt {885) {686}
Total long-term debt § 450,285 § 361,360
{a) Includes $27 million that is secured by a bilateral letter of credit agreement. .
{b) Floating-rate debt. At Cecember 31, 20186, the weighted average interest rate was 1.05% for tax-exempt bonds.
{c} Includas $25 million classified as Long-Term Dabt Payable to Affiliated Companies on the Balance Sheels.

MATURITIES AND CALL OPTIONS

The following table shows the annual maturities of long-term debt for the next five years and thereafter.

{in thousands) December 31, 2017

2018 8 885
2019 . . 100,210
2020 55
2021 - 49,873
2022 ' 24,873
Thereafter 275,284
Total fong-term debt, including current maturities $ 451,180

Duke Energy Kentucky has the ability under certain debt facilities to call and repay the abligation prior to its scheduled maturity. Therefore, the actual
fiming of future cash repayments could be materially different than as presented above.
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SHORT-TERM OBLIGATIONS CLASSIFIED AS LONG-TERM DEBT

Tax-exempt bondg that may be put to Duke Energy Kentucky at the option of the holder and maney peol borrowings, which are short-term obligations
by nature, are classified as long-term due 1o Duke Energy Kentucky's intent and ability to utilize such borrowings as long-term financing. As Duke
Energy’s Master Cradit Facifity and Duke Eneargy Kentucky's other bilateral letier of credit agrzemenis have non-cancelable terms in excess of one year

as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a Jang-term basis. See “Available Credit
Facilities” below for additional information.

At December 31, 2017 and 2016, $27 million of tax-exempt bonds and $25 million of money pool borrowings were classified as Long-Term Debt and
Long-Term Debt Payable o Affiliated Companies, respectively, on the Balance Sheets.

SIGNIFICANT DEBT ISSUANCES

in September 2017, Duke Energy Kentucky issued $90 million of unsecured debentures, of which $30 million carry a fixed interest rate of 3.35 percent
and mature September 2029, $30 million carry a fixed interest rate of 4.11 percent and mature September 2047 and $30 million carry a fixed interest
rate of 4.26 percent and mature September 2057. The debt was issued for capital expenditures, to refinance short-term debt and for general corporate
purposes.

In January 2016, Duke Energy Kentucky issued $85 million of unsecured debentures, of which $45 million carry a fixed interest rate of 3.42 percent and
mature January 15, 2026, and $50 million carry a fixed intarest rate of 4.45 percent and mature January 15, 2046. Proceeds were used 1o refinance
existing debt, including money pool borrowings, capital expenditures and for general corporate purposes.

AVAILABLE CREDIT FACILITIES

In March 2017, Duke Energy amended its Master Credit Facility to increase its capacity from $7.5 billion to $8 biliion, and to extend the termination date
of the facility from January 30, 2020, to March 16, 2022. in January 2018, Duke Energy further amended its Master Credit Facifity with consenting
lenders to extend $7.65 billion of the existing $8 billion Master Credit Facility by one year to March 16, 2023. Duke Energy Kentucky has borrowing
capacity under the Master Credit Facility up to a specified sublimit. Duke Energy has the unilateral ability at any time to increase or decrease Duke
Energy Kentucky's borrowing sublimit, subject to a maximum sublimit. The amount available to Duke Energy Kentucky under the Master Credit Facility
may be reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that may be put to
Duke Energy Kentucky at the option of the holder. At December 31, 2017, Duke Energy Kentucky had a borrowing sublimit of $150 million and available
capacity of $125 million under the Master Credit Facility.

Duke Energy Kentucky and Duke Energy Indiana, LLC {Duke Energy Indiana), a whoily owned subsidiary of Duke Energy, collectively have a $156
million bilateral letter of credit agreement. In February 2018, Duke Energy Kentucky and Duke Energy Indiana amended the bilaterat letter of credit
agreement to extend the termination date from February 2019 to February 2023. Duke Energy Kentucky and Duke Energy indiana may request the
issuance of letters of eredit up to $27 million and $129 million, respectively, on their behalf to support various series of tax-exampt bonds. This credit
facility may not be used for any purpose other than to support the tax-exempt bonds.

OTHER DEBT MATTERS
Money Pool

Duke Energy Kentucky receives suppart for its short-term barrowing needs through participation with Duke Energy and certain of its subsidiaries in a
money poal arrangement. Under this arrangement, those companies with short-term funds may provide short-term joans to affiliates participating under
this arrangement. The money pool is structured such that Duke Energy Kentucky separately manages its cash needs and working capital requirements,
Accordingly, there is no net settlement of receivables and payables related to the money pool beiween the money pool participants.

Money pool receivable balances are reflecled within Notes receivable from affillated companies in the Balance Sheets. The change in receivables Is
reflected within Investing Activities on the Statements of Cash Flows. Money pool payable balances are refiected within either Notes payable to
affiliated companies or Long-Term Debt Payable to Affiliated Companies on the Balance Sheets, The change in payables are reflected within Financing
Activities on the Statements of Cash Flows.

Restrictive Debt Covenants

Duke Energy Kentucky’s debt and credit agreements contain various financial ang other covenants. Failure to meet those covenants bayond applicable
grace periods could result in accelerated due dates and/or termination of the agreements. As of December 31, 2017, Duke Energy Kentucky was in
compliance with all covenants related to its debt agreements. In addition, some credit agreements may allow for acceleration of payments or
termination of the agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or some of its subsidiaries.
None of the debt or credit agreements contain material adverse change clauses.
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5. ASSET RETIREMENT OBLIGATIONS

Duke Energy Kentucky records an ARO when it has a fegal cbligation to incur retirement costs assoctated with the retirement of a long-lived asset and
tha cbligation can be reascnably estimated. Certain assets have an indeterminate life, and thus the fair value of the retirement obligation is not
reasonably estimable. A liability for these ARQs will be recorded when a fair value is determinable.

Duke Energy Kentucky's regulaled electric and regulated natural gas operations accrue costs of removal for property that does not have an associated
legal retirement obligation based on regulatory orders from the KPSC. These costs of removal are recorded as a regulatory ffabllity in accordance with
regulatory accounting treatment. See Note 2 for the estimated cost of removal for assets without an associated legat retirement obligation, which are
included in Regulatory liabilities on the Balance Sheets as of December 31, 2017 and 2016.

In Aprit 2015, the £EPA published a rule to regulate the disposal of Coal Combustion Residuals (CCR) from electric utilities as solid waste, The EFA
CCR rule establishes requirements regarding landfill design, structural integrity design and assessment criteria for surface impoundments, groundwater
monitoring and protection procedures and other operational and reporting procedures to ensure the safe disposal and management of CCR. The EPA
CCR rule has certain requirements which if not met could initiate impoundment closure and require closure completion within five years. The EPA CCR
rule includes extension requirements, which if met could allow the extension of closure completion by up to 10'years, On March 1, 2018, the EPA
proposed significant changes to the federal CCR ruie, including revisions that were required as part of a CCR litigation settlement, as well as changes
that the agency considers warranted due to the passage of the Water Infrastructure improvements for the Natlon Act, which provides statutory authority
for state and federal permit programs. Duke Energy Kentucky does not expect any significant changes to our closure plans as we continue to safely
close ash basins across the various sites. In addition 1o the requirements of the federal CCR regulation, CCR landfills and surface impoundments are
also independently regulated by the state of Kentucky.

The ARQ amount recorded on the Balance Sheets is based upon estimated closure costs for impacted ash impoundments. The amount recorded
represents the discounted cash flows for estimated closure costs based upon either specific closure plans or the probability weightings of the potential
closure methods as evaluated on a site-by-site basis. Actual costs to be incurred will be dependent upon factors that vary from site to site. The most
significant factors are the method and time frame of closure at the individual sites. Closure methods considered include removing the water from the
basins, consolidating material as necessary and capping the ash with a synthetic barrier, excavating and relocating the ash to a lined structura fitl or
lined fandfill, or recycling the ash for concrete or some other beneficial use. The ultimate method and timetable for closure will be in compliance with
standards set by federal and state regufations. The ARO amount will be adjusted as additional information is gained through the closure and
post-closure process, including acceptance and approval of compliance approaches which may change management assumptions, and may resuitin a
material change to the balance. See ARO Liability Rollforward section below for information on revisions made to the coal ash liability during 2017 and
2016.

Asset retirament costs associated with coal ash AROs at the East Bend Station are included within Property, Plant and Equipment on the Balance
Sheets.

The following table presents the changes in the liability associated with AROs.

Years Ended December 31,

{in thousands) 2017 2016
Balfance at beginning of period § 52,822 5 103,500
Accretion expense 2,044 4,034
Liabilities settled(a) (7,435) (4,757)
Liabifities incurred in the current year(b} 7,089 —
Revisicns to estimates of cash flows(C) 62 {49,955)
Balance at end of period $ 54,582 § 52,822
a) Settlement of liabilities primarily relate to ash basin closure costs at the East Bend Station.

Additional liabilities incurred primarily relate to landfill closure costs at the East Bend Station.
2016 amount primarily related to ash basin closure costs based on additional site-specific information about refated costs, methods and
timing of work to be performed.

o
-

(2)
~
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Cost recovery related to ash basin and Jandfill closures will be pursued through the normal ratemaking process with the KPSC which permits recovery
of necessary and prudently incurred costs associated with Duke Energy Kentucky's regulatad operations.

6. PROPERTY, PLANT AND EQUIPMENT

The toliowing table summarizes property, plant and equipment.

Estimated Useful Life December 31,

(in thousands) {Years) 2017 2016
tand s 24616 S 26,007
Plant(a)

Electric generation, distribution and transmission 8 - 100 1,585,904 1,496,729

Natural gas transmission and distribution 12-50 488,871 459,165

Other buildings and improvements » 15 - 100 11,958 11,554
Equipment 5-25 19,167 17,549
Construction in process 109,722 63,833
Other 5~10 51,847 41,382
Total property, plant and equipment 2,292,085 2,116,219
Accumulated deprecialion and amortization{b) (977,244) (948,144)
Net property, plant and equipment(C) $ 1,314,841 S 1,168,075
(a) Includes capitalized lease amounts of $26.2 million and $27.6 miflion at December 31, 2017 and 2016, respectively.
(b) Includes accumulated amortization of capitatized Ieases of $6.8 million and $7.1 million at December 31, 2017 and 2018, respactively.
{c) The debt component of AFUDC totaled $1.3 million and $0.5 million at December 31, 2617 and 2016, respectively.

7. OTHER INCOME AND EXPENSES, NET

The components of Other Income and Expenses, net on the Statements of Operations are as foliows.

Years Ended December 31,

(in thousands) 2017 2016

income/{Expense):

interest income ] 1,236 § 930

AFUDC squity 3,358 1,332
Other 5 1)
Other iIncome and Expenses, net S 4593 § 2,321
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8. RELATED PARTY TRANSACTIONS

Duke Energy Kentucky engages in related party transactions, which are generally performed at cost and in accordance with KPSC and FERC
reguiations. Material amounts ratated to transactions with related parties includad in the Statements of Operaticns are presented in the following table.

Years Ended December 31,

(in thousands) 2017 2016
Corporate govemance and shared service expenses(a) § 81,815 § 83,100
(a) Duke Energy Kentucky is charged its proportionate share of costs, primarily related to human resources, employee benelits, tagal and

accounting fees, as well as other third party costs, from an unconsolidated alfiliate that is a consolidated affifiate of Duke Energy. These
amounts are recorded in QOperation, maintenance and other within Operating Expenses on the Statements of Operations.

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, including renial of
office space, participation in a money pool arrangement with Duke Energy and certain of its subsidiaries, other operational transactions and its
propartionate share of centain charged expenses. The net impact of these transactions was not material for each of the years ended December 31,
2017 and 2016,

Cerlain trade recaivables have been sold by Duke Energy Kentucky to CRG, an unconsolidated entity formed by a subsidiary of Duke Energy. The
proceeds obtained from the sales of receivables are largely cash but do inciude a subordinated note from CRG for a portion of the purchase price. See
Notes 1 and 11 for further information related to the sales of these receivables.

See the Balance Sheets for amounts due 1o or due from refated parties.
Intercompany Income Taxes

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictionaf returns. Duke Energy Kentucky has a
tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. income taxes recorded represent amounts Duke
Energy Kentucky would incur as a separate C-Corporation. Duke Energy Kentucky had an intercompany tax payable balance of $2 million at
December 31, 2017, and an immaterial intercompany tax payable balance at December 37, 2016.

9. DERIVATIVES AND HEDGING

COMMODITY PRICE RISK

Duke Energy Kentucky has limited exposure to market price changes of fuel and emission allowance costs incurred for its retail customers due to the
use of cost tracking and recovery mechanisms. Duke Energy Kentucky does have exposure to the impact of market fiuctuations in the prices of
electricity, fuel and emission allowances assoclated with its generation output not utilized to serve retail operations or committed load {off-system,
wholesale power sales). Duke Energy Kentucky's outstanding commodity derivatives are financial transmission rights.

See Note 10 for additional information on the fair value of commodity derivatives.
INTEREST RATE RISK

Duke Energy Kentucky is exposed 1o changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate debt.
Interest rate risk is managed by limiting variable-rate exposure to a percentage of total debt and by monitoring changes in interest rates. To manage
risk associated with changes in Interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate swaps and U.S. Treasury
lock agreements. The notional amount of interest rate swaps outstanding was $26.7 million at December 31, 2017 and December 31, 2016. Financiat
contracis entered into by Duke Energy Kentucky are not designated as a hedge because they are accounted for under regulatory accounting. With
regulatory accounting, the mark-to-market gains or losses are deferred as regufatory liabllities or assets. Regulatory assets and liabilities are amortized
consistent with the treatment of refated costs in the ratemaking process. The accrual of interest on swaps is recorded as Interest Expense on the
Statements of Operations.

See Note 10 for additional information on the {air vafue of interest rate derivatives.
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CREDIT RiSK

Duka Energy Kentucky analyzes the financial condition of counterparties prior to entering into agreemants and establishes credit fimits and monitors the
appropriaieness of those limits on an ongoing basis. Credit limits and collateral requirements for retail electric custorners are established by the KPSC.

Duke Energy Kentucky's industry has historically operated under negotiated credit lines for physical delivery contracts. Duke Energy Kentucky may use
master collateral agreements to mitigate certain credit exposures. The collateral agreements require certain counterparties to post cash orletters of
credit for the amount of exposure in excess of an established threshold. The threshold amount represents an unsecured credit fimit determined in
accordance with the corporate credit policy. Collateral agreements also provide that the inability to post collateral is suificient cause to terminate
contracts and liquidate all positions.

Buke Energy Kentucky also obtains cash or letters of credit from customers to provide credit support outside of collateral agreements, where
appropriate, based on its financial analysis of the customer and the regulatory or contractual terms and conditions applicable to each iransaction,

10. FAIR VALUE MEASUREMENTS

Fair vaiue is the exchange price in an orderly transaction between market panticipants to sell an asset or transfer a liability at the measurement date.
The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions market
participants would use in pricing the asset or fiability, including assumptions abaut risk and the risks inherent in the inputs to the valuation technigue.
These inputs can be readily observable, corroborated by market data or generally unobservable. Valuation techniques maximize the use of observable
inputs and minimize the use of unobservable inputs. A midmarket pricing convention (the midpoint price between bid and ask prices) is permitted for
use as a practical expedient. .

Fair value measurements are classified in three levels based on the fair value hierarchy:

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

Level 2 ~ A fair value measurement utilizing inputs other than quoted prices included in Laval 1 that are observabls, either directly or tndirectly, for an
asset or liability. Inputs include {i) quated prices for similar assets or liabilities in active markets, (i) quoted prices for identical or similar assets or
liabilities in markets that are not active, and {iil} inputs other than quoted market prices that are observable for the asset or liability, such as Interest rate
curves and yield curves observable at commonly quoted intervals, volatilities, and credit spreads. A Level 2 measurement cannot have more than an
insignificant portion of its valuation based on unobservable inputs. instruments in this category include non-exchange-traded derivatives, such as
over-the-counter forwards, swaps and options; ceriain marketable debt securities; and financial instruments traded in less than active markets.

Level 3 ~ Any fair value measurement which includes unobservabie inputs for more than an insignificant portion of the valuation. These inputs may be
used with internally developed methadologles that result in management’s best estimate of fair value. Level 3 measurements may include longer-term
instruments that extend into periods in which observable inputs are not avalable.

Fair value accounting guidance permils entities to elect to measure certain financial instruments that are not required to be accounted for at fair value,
such as equity method investments or the campany’s own debt, at fair value. Duke Energy Kentucky has not elected to record any of these items at fair
value.

Transfers between levels represent assets or liabilities that were previously (i) categorized at a higher level for which the inputs to the estimate became
less observable or (i) classified at a lower level for which the inputs became more observable during the period. Duke Energy Kentucky's policy is to
recognize transfers between levels of the fair value hierarchy at the end of the periad. There were no transters between levels 1, 2 or 3 during the years
ended December 31, 2017 and 2016. '

Interest rate derivatives

Mast over-the-counter interest rate contract derivatives are valued using financial modeis which utilize observable inputs for similar instruments and are
classified as Level 2. Inputs include forward interest rate curves, notional amounts, interest rates and credit quality of the counterparties.
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QUANTITATIVE DISCLOSURES

The following tables provide recerded balances for assets and liabilities measured at fair value on a recurring basis on the Balance Sheets. Derivative
amounts in the table below exclude cash collateral.

December 31, 2017

Total Fair
{in thousands) Value ' Level 2 Level 3
Derivative assets(a) s 1,444 § — 8 1,444
Derivativa liabilities(b) (5,367) (5,367) —
Net (liabilities) assels S {3,923) $ (5,367) § 1,444

December 31, 2016

Total Fair

(in thousands) Value Level 2 Level 3
Derivative assets(2) $ 4916 § — 5 4,918
Derivative liabilities(b) (5,944) (5,944) —

Net (liabllities) assets $ (1,028) § (5,944} § 4,818

(a) Inctuded in Other within Currant Assets and Other within Other Noncurrent Assets on the Balance Sheets. The amounts classified as Leve} 3

relate to financial transmission rights.

D) included in Other within Current Liabilities and Other within Other Noncurrent Llabilities on the Balance Sheets. The amounts classitied as

Level 2 relate to interest rate swaps.

The following fable provides a reconciliation of beginning and ending balances of assets and fiabilities measured at fair value on & recurring basis where
the dstermination of fair value includes significant unobservable inputs (Level 3).

Derivatives (net)

Years Ended December 31,

(in thousands) 2017 2016
Batance at beginning of period S 4916 $ 2,913
Purchases, sales, issuances and setllements:
Purchasses ' ‘ 3,343 4,921
Seftlements {4,135) (4,441)
Tolat (losses) gains included on the Balance Sheets as regulatory assets or liabilities (2,680) 1,523
Balance at end of period S 1,444 $ 4,918
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OTHER FAIR VALUE DISCLOSURES

The fair value of iong-term debt, including current maturifies, is surnmarized In the following tatile. Judgment is required in interpreting market data to
develop the estimates of {air value. Accordingly, the estimates determined are not necessarily indicative of the amounts Duke Energy Kentucky could
have settled in current markets. The falr value of long-term debt is determined using Level 2 measuraments.

December 31, 2017 December 31, 2016
{in thousands) Book value Fair value Book value Fair value
Long-Term debt, including current maturities $ 451,180 § 475973 & 362,046 $ 380,386

At both December 31, 2017 and December 31, 2016, the fair value of cash and cash equivalents, accounts and notes receivable, and accounts and
notes payable are not materially different from their carrying amounts because of the short-term nature of these instruments and/or because the stated
rates approximate market rates.

11. VARIABLE INTEREST ENTITIES

A variable interest entity (VIE) is an entity that is evaluated for consolidation using more than a simple analysis of voting control. The analysis to
determine whether an entity is a VIE considers contracts with an entity, credit support for an entity, the adequacy of the equity investment of an entity,
and the relationship of voting power to the amount of equity invested in an entity. This analysis is performed either upon the creation of a legal entity or
upon the occurrence of an event requiring reevaluation, such as a significant change in an entity’s assets or aclivities. A qualitative analysis of control
determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct the most significant activities of the
VIE that impact its economic performance and (i) what party has rights to receive bensfits or is obiigated to absorb losses that are significant to the
VIE. The analysis of the party that consolidates a VIE is a continual reassessment.

Cinergy Receivables Company

CRC is a bankruptcy remote, special purpose entily that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky does not
consolidate CAC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the sale of electricity,
natural gas and related services from Duke Energy Kentucky. GRC borrows amounts under a credit facility to buy the receivables from Duke Energy
Kentucky. Borrowing availability from the credit facility is limited to the amount of qualified receivables sold to CRC. The sole source of funds to satisfy
the related debt obligation is cash collections from the receivables. Depending an expsrience with collections, additional equity infusions to CRC may
be required by Duke Energy to maintain a minimum equity balance of $3 million, There were no infusions to CRC during the years ended December 31,
2017 and 2016.

The praceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of a
subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of §19.7
million and $18.4 million from CRAC at December 31, 2017 and December 31, 2016, respectively. These balances are included in Receivables from
affiliated companies on the Balance Sheets.

CRC is considered a VIE because (i) equity capitalization is insufficient to support its oparations, (if) power to direct the activities that most significantly
impact economic performance of the entity are not performed by the equity holder and (iif) deficiencies in net worth of CRC are funded by Duke Energy.
The most significant activities that impact the economic performance of CRC are decisions made to manage delinquent receivables. Duke Energy
consolidates CRC as it makes these decisions. Duke Energy Kentucky does not consolldate CRC. No financial support was provided {0 this
non-consolidated VIE during the years ended December 31, 2017 or 2016, or Is expected to be provided in the future, that was not previousty
contractually required.

The subordinated note held by Duke Energy Kentucky Is stated at fair value, Carrying values of retained interests are determined by altocating carrying
valua of the receivables between assets sold and interests retained based on relative fair value. The allocated basis of the subordinated notes are not
materially different than their face value because (i) the receivables generally turnover in less than two months, (ii} credit losses are reasanably
pradictable due to the broad customer base and lack of significant concentration and (iit) the equity in CRC is subordinate to all retained interests and
thus would absorb losses first. The hypothetical effect on fair value of tha retained interests assuming both a 10 percent and a 20 percent unfavarable
variation in credit losses or discount rates is not material due to the short turnover of receivables and historically low credit loss history. Interest accrues
to Duke Energy Kentucky on the retained interests using the acceptable yleld method. This mathod generally approximates the stated rate on the notes
since the allocated basis and the face value are nearly equivalent. An impairment charge is recorded against the carrying value of both retained
interests and purchased beneficial interest whenever it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's
maximum exposure to loss does riot exceed the carrying value.
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Key assumptions used in estimating fair value in 2017 and 2016 are detailed in the following table.
2017 2016

Anticipated credit loss ratio 0.5% 0.5%
Discount rate 21% 1.5%
Receivables turnover rate 11.4% 11.5%

The following table presents gross and net receivables sold.

{in thousands)

December 31, 2017 December 31, 2016

Raceivables sold ] 59,074 S 58,803
Less: Retained interests 18,736 18,390
Net receivables sold S 35,338 $ 40,513

The foltowing table presents sales and cash flows related to receivables sold.

(in thousands)

Years Ended December 31,

2017 2016

Sales:

Receivables sold

Loss recognized on sale

Cash flows:

Cash proceeds from receivables sold
Collection {ees received

Return received on retained interests

5 417,778 § 438,249
1,704 1,627

5 414,729 § 428,368
209 219

783 647

Cash flows from the sale of receivables are refiected within Operating Activities on the Statements of Cash Flows,

Collection fees received in connection with the servicing of transferred accounts receivable are inciuded in Operation, maintenance, and other on the
Statements of Operations. The loss recognized on the sale of receivables is calculated monthly by muttiplying the receivables sold during the month by
the required discount. The required discount is derived monthly utilizing a three-year weighted average formula that considers charge-off history, late
charge history and turnover history an the sold receivables, as welf as a compaonent for the time value of money. The discount rate, or component for
the time value of money, is calculated monthly by summing the prior menth-end London Interbank Offered Rate (LIBOR) plus a fixed rate of 1.00

percent.
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12. EMPLOYEE BENEFIT PLANS
DEFINED BENEFIT RETIREMENT PLANS

Duke Energy Kentucky participates in qualified and non-qualified defined benefit retirement plans and other post-retiremant benefit plans sponsored by
Duke Energy. Duke Energy allocates pension and other post-retirement obligations and costs related to these plans to Duke Energy Kentucky. The
plans cover most employees using a cash balance formula. Under a cash balance formula, a plan participant accumulates a retirement benefit
consisting of pay credits based upon a percentage of current eligible earnings based on age and/or years of service and inferest credits. Certain
employees are covered under plans that use a final average earnings formuta, Under these average earnings formulas, a plan participant accumutates
a retirement benelfit equal to the sum of percentages of their (i) highest three-year or faur-year average earnings, (ii) highest three-year or four-year
average earnings in excess of covered compensation per year of participation (maximum of 35 years), and/or (iii} highest three-year average earnings
times years of participation in excess of 35 years. Duke Energy also maintains, and Duks Energy Kentucky participates In, non-qualified,
non-contributory defined benefit retirement plans which cover certain executives, As of January 1, 2014, the qualified and non-qualified non-contributary
defined benefit plans are closed to new participants.

Duke Energy approved plan amendments to restructure its qualified non-contributory defined benefit retirement plans, effective January 1, 2018. The
restructuring involved i} the spin-off of the majority of inactive participants from two plans into a separate inactive plan and (ii) the merger of the active
participant portions of such pians, Benefits offered to the plan participants remain unchanged. Actuarial gains and losses associated with the inactive
plan will be amortized over the remaining life expectancy of the inactive parlicipants.

Duke Energy uses a December 31 measurement date for its defined benefit retirement plan assets and obligations.

Duke Energy's policy is to fund amounts on an actuariat basis fo provide assets sufficient to meet benefit payments to be paid to pian participants.
Actual contributions for Duke Energy Kentucky were $1,324 thousand and $1,443 thousand for the years ended December 31, 2017 and 2016,
respectively. A contribution of $72 thousand for Duke Energy Kentucky was made on January 2, 2018; no further contributions are anticipated in 2018.

Net periodic benefit costs disclosed in the tables below represent the cost of the respective ptan for the periods presented. However, portions of the net
periodic benefit cost disclosed in the tables have been capitalized as a component of property, plant and equipment. Amounts presented in the tables
below represent the amounts of pension and other past-retirement benefit cost allocated by Duke Energy for employees of Duke Energy Kentucky.
Additionally, Duke Energy Kentucky is aliocated its proportionate share of pension and other post-retirement benefit cost for emplioyees of Duke
Energy's shared services affiliate that provides suppart to Duke Energy Kentucky. These allocated amournts are included in the governance and shared
services costs discussed in Note 8.

QUALIFIED PENSION PLANS

Components of Net Periodic Pension Costs

Years Ended December 31,

(in thousands) 2017 2016

Service cost S 1,360 $ 1.459.
interest cost on projected benefit obligation . 4,274 4,368
Expected return on plan assets {6,290) (6,1586)
Amortization of prior service cost (95) 4.
Amortization of loss 1,912 1,677
Other 91 9

Net periodic pension costs S 1,252 § 1,443
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Amounts Recognized in Regulatory Assets

(in thousands)

Deceraber 31,

2017 2016

Regulatory assets, net increase

s 3,340 § 3,636

Reconcitiation of Funded Status te Net Amount Recognized

(in thousands)

Years Ended December 31,

2017 2016

Change in Projected Benefit Obligation:

Obligation at prior measurement date

S 106,067 $ 100,829

Service cost 1,360 1,459
Interest cost 4,274 4,368
Actuarial osses 10,369 6,203
Transfers (&) 1,586 2,003
Plan amendments — {450)
Benefits paid {6,673) (8,345)

Chligation at measurement date

S 116,977 § 106,067

Accumulated Benefit Obligation

S 113,557 § 102,223

Change in Fair Value of Plan Assets:

Plan assets at prior measurement dale
Actual return on plan asseis

Benefits paid

Employer contributions

Transfers (@)

$ 98,252 $ 96,373

11,674 6,778
(6,679} (B,345)
1,324 1,443
1,586 2,003

Plan assets at measurement daie

S 106,157 § 98,252

(@) Transfers represents net amounts associated with plan participants that have maoved to/irom other Duke Energy subsidiaries.
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Amounts Recognized in the Balance Sheets
December 31,
(in thousands) 2017 2016
Prefunded pension(a) $ 1,184 § 1,716
Noncurrent pension liahility(b) 12,004 9,531
Net liability recognized S (10,820) $ (7,815)
Regulatory assets H] 32,2909 § 28,859
Amounts to be reparted in net pariodic pension expense in the next year:
Unrecognized net actuarial loss s 1,664 S 1,407
Unrecognized prior service credit {100) 62
(a) Included in Other within investments ang Other Assels on the Balance Sheets.
{b) Included in Accrued pension and other post-retirement benefit costs on the Batance Sheets.
Information for Plans with Accumulated Benefit Obiigation in Excess of Plan Assets
December 31,
(in thousands) 2017 2016
Projected benefit obligation $ 102,755 $ 92,663
Accumulated benefit obligation 99,335 88,820
Fair Value of plan assets 50,750 83,132
Assumptions Used for Pension Benefits Accounting
December 31,
2017 2016
Benefit Obligations:
DiSCOUnt rate 3.60% 41 0%
Salary increase 3.50% 4.40%
Net Periodic Benefit Cost:
Discount rate 4.10% 4.40%
Safary increase 4.40% 4.40%
6.50% 6.50%

Expecied long-term rate of return on plan assets

The discount rate used to determine the current year pansion obligation and following year's pension expense is based on a bond selection-settlement
portfolic approach, This approach devetops a discount rate by selecting a portfolio of high quality corporate bonds that generate sufficient cash flow to
provide for the projected benefit payments of the plan. The selected bond portfolio is derived from a universe of non-callable corporate bonds rated Aa
quality or higher. After the bond porlfolio is selected, a single interest rate is determined that equates the present value of the plan's projected benelfit

payments discounted at this rate with the market value of the bonds selected.

FERC FORM NO. 2/3-Q (REV 12-07) 122.26




FR

KyPSC Case No. 2018-00261
16(7)(k) Attachment - FERC Form 1
Page 59 of 175

Name of Respondent This Report is: Date of Report | Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, {nc. (2} __ A Resubmission 04/12/2018 2017/Q4

Notes to Financial Statements

NON-QUALIFIED PENSION PLANS

Components of Net Pericdic Pension Costs

Years Ended December 31,

(in thousands) 2017 2016
interest cost on projected benefit obligation S 6 § 6
Amortization of acluarial loss 4 5
Net periodic pension cosis § 10 S kA
Amounts Recognized in Regulatory Assets
December 31,

(in thousands) 2017 2016
Regulatory assets, net increase s 18 —

Reconciliation of Funded Status to Net Amount Recognized

Years Ended December 31,

{in thousands) 2017 2016

Change in Projected Benefit Obligation:

Obligation at prior measurement date s 140 $ 141

Interest cost 6 6

Actuarial losses 6 4

Benefits paid (11) {11)
Obligation at measurement date S 141§ 140

Accumulated Benefit Obligation 8 141 § 140

Change in Fair Value of Plan Assets:

Plan assets at prior measurernent date S — 8 —_—
Benefits paid (11} {11}
Evmployer contributions " 11

Plan assets at measurement date S -8 —_
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Amounis Recognized in the Balance Sheets

December 31,

{in thousands) 2017 2016
Current pension liahility(a) 5 10 $ 10
Noncurrent pension liabifity(b) 131 130
Total accrued pension liability 8 1491 $ 140
Regulatory assets 5 52 § 51
Amounts to be recognized in net periodic pension expense in the next year:

Unrecognized net actuarial loss S 4 4
(a) Included in Other within Current Liabilities on the Balance Sheets.

(b) includsd in Accrued pension and other post-retirement benefit costs on the Balance Sheets.

Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets

December 31,

(in thousands) 2017 2016
Projected benefit obligation i s 141 % 140
Accumulated benefit obligation 141 140

Assumptions Used for Pension Benefits Accounting

December 31,

2017 2016
Benefit Obligations:
Discount rate 3.60% - 4.10%
Salary increase 3.50% 4.40%
Net Periodic Benefit Cost: ‘
Discount rate 4.10% 4.40%
Salary increase _ 4.40% 4.40%

The discaunt rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection-settiement
portfolio approach. This approach develops a discount rate by selecting a portfolio of high quality corporate bonds that generate sufficient cash flow to
provide for the projected benefit payments of the plan. The selected bond portfolio Is derived from a universe of non-callable corporate bonds rated Aa
quality or higher. After the bond portfolio is selected, a single interest rate is determined that equates the present value of the plan's projected benefit
payments discounted at this rate with the market value of the bonds selected,

OTHER POST-RETIREMENT BENEFIT PLANS

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benefits for retired employees on a contributory
and non-contributory basis. Employees are efigible for these benefits it they have met age and service requirements at retirement, as defined in the
plans. The health care benefits include medical, dental, and prescription drug coverage and are subject to certain limitations, such as deductibles and
co-payments.

Duke Energy did not make any pre-funding contributions to its other post-retirement benefit plans during the years ended December 31, 2017 and 2016.
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Components of Net Periodic Other Post-Retirement Benefit Costs

Years Ended December 31,

(in thousands) 2017 2016
Service cost S 82 S 91
interest cost on projected benefit obligation ‘ 254 288
Expected return on-plan assets (78) {61)
Amortization of prior service (credit) cost (184) 175
Amortization of gain (144) (420)
Curtailment credit (614) -
Net periodic pension costs s {684) § 73
Amounts Recognized in Regulatory Assets and Regulatory Liabilities
December 31,

(in thousands) 2017 2016
Regulatory assets, net decrease S (280) $ (305)
Regulatory liabilities, net (decrease) increase (717) 612
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Reconciliation of Funded Status to-Accrued Other Post-Retirement Benefit Costs

Years Ended Dacember 31,

{in thousands) 2017 2016
Change in Projected Benefit Obligation:

Accumulated post-retirement benefit obligation at prior measurement date S 6,556 S 6,845
Service cost 82 91
interest cost 254 288
Plan participants' contributions 183 189
Actuarial losses (gains) 197 (107)
Transfers (@) 85 242
Plan amendments (642) (77}
Benefits paid {673) (615)
Accumulated post-retiremant benefit obligation at measurement date S 6,052 § 6,556
Change in Fair Value of Pjan Assets:

Plan assels at prior measurement date s 1,519 § 1,198
Actual return on plan assets 160 86
Plan participants' contributions 193 189
Benefits paid (673) (615)
Transfers (2) 36 240
Employer contributions 198 421
Plan assets at measurement date S 1,433 § 1,519
(a) Transfers represents net arnounts associated with plan participants that have moved to/from other Duke Enérgy subsidiaries.
Amounts Recognized in the Balance Sheets

December 31,

{in thousands} 2017 2016
Current post-retirement liability(3) s 159 § 165
Noncurrent post-retirement liability(b) 4,460 4,872
Total accrued post-retirement liability S 4,619 § 5,037
Regulatory assets ] 2,330 $ 2,610
Regutatory liabilities S 4,833 $ 5,550
Amounts to be recognized in net periodic pension expense In the next year:

Unrecognized net actuarial loss $ 31 3 (424)
Unrecognized prior service credit S (236) 3 {184)

(a) included in Other within Current Liabilities on the Balance Sheets.

(b} Included in Accrued pension and other post-retirement benefit costs on the Balance Sheets.
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Assumptions Used for Other Post-Retirement Benefits Accounting

December 31,

2017 2016
Benefit Obligations:
Discount rate 3.60% 4.10%
Net Periodic Benefit Cost:
Discount rate 4.10% 4.40%
Expected long-term rate of return on plan assets 6.50% 6.50%

The discount rate used to determine the current year other post-retirement benefits obligation and folfowing year's other postretirement benefits
expense is based on a bond selection-settlernent portfolio approach. This approach develops a discount rate by selecting a portfotio of high quality
corporate bonds that generate sufficient cash flow to pravide for the projectad benefit payments of the pian. The selected bond portiolio is derived from
a universe of non-callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a singls interest rate is determined that
equates the present value of the pian's projected benefit payments discounted at this rate with the market value of the bonds selected.

Assumed Health Care Cost Trend Rate

Health care cost trend rate assumed for next year

Rate to which the cost trend is assumed to decline (the uitimate trend rate)

Year that the rate reaches the uflimate trend rate

December 31,

2017 2016
7.00% 7.00%
4.75% 4.75%

2024 2023

Expected Benefit Payments

The folfowing table presents Duke Energy’s expectad benefit payments to participants on behalf of Duke Energy Kentucky in its qualified, non-qualified
and other post-retirement benefit plans over the next 10 years. These benefit payments reflect expected future service, as appropriate.

Other Post-
Qualified Non-Qualified Retirement
(in thousands) Plans Plans Plans Total
Years ending December 31,
2018 3 7,106 $ 1 8 864 $ 7,981
2019 7.417 11 742 8,170
2020 8,188 11 633 8,832
2021 9,449 10 631 10,080
2022 8,488 10 616 9,115
2023-2027 40,475 50 2,626 43,051
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MASTER RETIREMENT TRUST (MASTER TRUST)

The assets for the Duke Energy Keniucky plans discussed ahove are derived from the Master Trust that is held by Duke Energy and, as such, Duke
Energy Kentucky is allccaled its proporticnate share of assets discussed below. Assets for both the gualified pension and other post-retirement benefits
are maintained in the Master Trust. Duke Energy also invests other post-retirerent assats in Voluntary Employses’ Benaficiary Association trusts. The
investment objective is to achieve sufficient returns, subject to a prudent level of partiolio risk, for the purpose of pramating the security of plan benefits
for participants. Duka Energy assumes pensicn and other post-retirement plan assets will generate a long-term rate of return of 6.50 percent. The
expected long-term rate of return was developed using a weighted average calculation of expected retums based primarily on future expected returns
across asset classes considering the use of active asset managers, where applicable. The asset allocation targets were set aiter considering the
invesiment objective and the risk profile. Equily securities are held for thair high expected return, Debt securities are primarily held to hedge the
qualified pension plan liabllity. Hedge funds, real estate and other global securities are held for diversification. [nvestments within asset classes are
diversified to achiave broad market participation and reduce the impact of individual managers or investments.

Duke Energy has a de-risking investment strategy for the Duke Energy Master Trust. As the funded status of the pension plans increase, the targeted
allocation to return seeking assets may be reduced and the targeted allocation to fixed-income assets will be increased to better manage Duke Energy's
penslon lability and reduce funded status volatility. Duke Energy regutarly reviews its actual asset allocation and periodically rebalances its investmenis
1o the targeted allocation when considered appropriate. '

The following table presents target and actual asset allocations for the Master Trust at December 31, 2017 and 2016.

Actual Allocation at

Target December 31,

Asset Category Allocation 2017 2016

U.5. equity securities 10% 11% 11%
Non-U.S. equity securitias 8% 8% 8%
Global equity securities 10% 10% 10%
Global private equity securilies 3% 2% 2%
Debt securities 63% 63% 63%
Hedge funds 2% 2% 2%
Real estate and cash 2% 2% 2%
Other global securities 2% 2% 2%
Total 100% 100% 100%

EMPLOYEE SAVINGS PLAN

Duke Energy Kentucky also participates in employee savings plans sponsored by Duke Energy. Most employees participate In a matching contribution
farmula where Duke Energy provides a matching contribution generally equal to 100 parcent of employee before-tax and Roth 401(k) contributions and,
as applicable, after-tax contributions of up to 6 percent of eligible pay per period.

As of January 1, 2014, far new and rehired non-union and certain unionized employees who are not eligible to participate in Duke Energy's defined
benefit plans, an additional employer contribution of 4 percent of eligible pay per pay period, which is subject to a three-year vesting schedule, is
provided to the employee’s savings plan account.

Duke Energy Kentucky's expense relaled to its proportionate share of pretax employer contributions and the additional 4 percent employer contribution
was $1,035 thousand and $720 thousand for the years ended December 31, 2017 and 2016, respactively.
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13. INCOME TAXES
Tax Act

On December 22, 2017, Prasident Trump signed the Tax Act into faw. Among cther provisions, the Tax Act lowers the corporate federal income tax rats
from 35 percent to 21 percent and eliminates borus depreciation for regulated utilities, effective January 1, 2018, The Tax Act also could be amended
or subject to technical cerrection, which coutd change the financial impacts that were recorded at December 31, 2017, or are expacted to be recorded in
future periods. The FERC and KSPC will determine the regulatory treatment of the impacts of the Tax Act for Duke Energy Kentucky. Duke Energy
Kentucky' future results of operations, financial cpndition and cash flows could be adversely impacied by the Tax Act, subsequent amendments or
corrections or the actions of the FERC, KSPC or credit rating agencies refated to the Tax Act. Duke Energy Kentucky is reviewing orders to address the
rate treatment of the Tax Act by KSPC. See Nole 2 for additional information. Beginning in January 2018, Duke Energy Kentucky will defer the
estimated ongoing impacts of the Tax Act that are expected to be returned to customers.

As a result of the Tax Act, Duke Energy Kentucky revalued its existing deferred tax assets and deferred tax liabilities as of December 31, 2017, to
account for the estimated future impact of lower corporate tax rates on these deferred tax amounts. For Duke Energy Kentucky's regulated operations,
where the reduction in the net ADIT liability is expected to be returned to customers in future rates, the net remeasurement has been deferred as a
regufatory liability. The regulatory liability for income taxes includes the effect of the reduction of the net deferred tax liability including the tax gross-up
of the excess ADIT liabilities and the effect of the new tax rate on the previous regulatory asset for income taxes. Excess ADITs are generally classified
as either "protected” or “unprotected” under Internal Revenue Service (IRS) rules. Protected excess ADIT, rasulting from accumulated tax depreciation
of public utility property, are required to utilize the avarage rate assumption method under the RS normalization rules for determining the timing of the
raturn to customers. The majority of the excess ADIT is related to protected amounts associated with public utility property. See Nota 2 for additional
information on the Tax Act's impact to the regufatory asset and liability accounts.

On December 22, 2017, the Securities and Exchange Commission staff issued Staff Accounting Bulletin No. 118, income Tax Accounting Implications
of the Tax Cuts and Jobs Act (SAB 118), which provides guidance on accounting for the Tax Act's impact. SAB 118 provides a measurement period,
which in no case should extend beyond one year from the Tax Act enactment date, during which a company acting in good faith may complete the
accounting for the impacits of the Tax Act under Accounting Standards Codification (ASC) Topic 740. in accordance with SAB 118, a company must
refiect the income tax effects of the Tax Act in the reporting period in which the accounting under ASC Topic 740 is comptete. To the extent that a
company's accounting for certain income tax effects of the Tax Act is incompleta, a company can determine a reasonable estimate for those effects
and record a provisional estimate in the financial statements in the first reporting period in which a reasonable estimate can be determined.

Duke Energy Kentucky recorded a provisionat nst tax benefit of $21.3 million related to the Tax Act in the period ending December 31, 2017. This net
benefit primarily due to the remeasurement of deferred tax accounts to reflect the corporate rate reduction impact to net deferred tax balances. The
majority of Duke Energy Kentucky's operations are regulated and it is expected that the savings associated with the amount representing the
remeasurement of deferred tax balances related to regulated operations will ultimately be passed on to customers, Duke Energy Kentucky recorded a
regulatory fability of $133.3 million, representing the revaluation of those deferred tax balances. Duke Energy Kentucky wifl continue to respond to
requests from KSPC to determine the timing and magnitude of savings they wilt pass on to customers.

The net provisional charge from deferred tax remeasurement and assessment of valuation alfowance is based on currantly available information and
interpretations which are continuing to evolve. Duke Energy Kentucky continues to analyze additional information and guidance refated to certain
aspects of the Tax Act, such as conformity or decoupling by state legisiatures in response to the Tax Act and the final determination of the net defarred
lax liabilities subject to the remeasurement. The prospects of supplemental legislation or reguiatory processes to address questions that ariss because
of the Tax Act, or evoiving technicat interpretations of the tax law, may also cause the final impact from the Tax Act to differ from the estimated
amounts. Duke Energy Kentucky continues to appropriately refine such amounts within the measurement period aliowed by SAB 118, which wili be
completed no later than the fourth quarter of 2018.
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INCOME TAX EXPENSE

Components of Income Tax (Benefit) Expense

Years Ended December 31,

(in thousands) . 2017 2016

Current Income taxes:

Federal 5 (13,442) § (580)
State (87) {as1)
Total current income taxes {13,528) (941)
Deferred income taxes:

Federal 9,746 15,181

State 2,708 2,939
Total deferred income taxes 12,455 18,120
Investmant tax credit amortization » (87) (132}
Total income tax (benefit) expense included in Statements of Operations $ (1,161) $ 17,047

Statutory Rate Reconciliation

Ths following table presents a reconciliation of income tax expense at the U.S. federal statutory tax rate to actuai tax expense.

Years Ended December 31,

{in thousands) 2017 2016
Income tax expense, computed at the statutory rate of 35 percent $ 20,383 § 20,871
State income tax, net of fedaral income tax effect 1,705 1,676
Federal lrue-up (1,079) {5,269)
“Tax Act A (21,276) —
Other items, net (894) (231)
Tolal income tax (benefit) expense s (1,161) § 17,047

Effective tax rates(@) (2.0)% 28.6%

{a)

The decrease in the effective tax rate was primarily due to the revaluation of deferred tax assets and liabilities as a result of the Tax Act.
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DEFERRED TAXES

Net Deferred income Tax Liability Components

(in thousands)

Years Ended December 31,

2017 2016
Dé[erred credits and other liabilities S 38 § 50
Tax credits and net operating loss carrylorwards 4,058 3,668
Pension, postretirement and other employee benefits 4,970 6.436
Regulatory liabilities and deferred credits
7,104 —_
Other 581 359
Investments and other liabilities 718 1,468
Tatal deferred income tax assets 17,470 11,981
Accelerated depreciation rates (203,907) (298,205)
Regulatory assets and deferred debits, net —_ {25,412)
Total deferred income tax liabilities (203,907) {323,617)

Net deferred income tax liabilities

5 (186,437) & {311,636)

As noted above, as a result of the Tax Act, Duke Energy Kentucky revalued its existing deferred tax assets and liabilities as of December 31, 2017, to
account for the estimated future impact of lower corporate tax rates on these deferred amounts. Duke Energy Kentucky's net deferred income tax

liabilities decreased $156.7 million as a result of this revaluation.
UNRECOGNIZED TAX BENEFITS

The following table presents changes to unrecognized tax benefits.

Years Ended December 31,

(in thousands) 2017 2016
Unrecognized tax benefits ~ January 1 S — $ 52
Unrecognized tax benefits increases (decreases);
Gross Increases ~ tax positions in prior periods 143 4
Decreases due to settlements —_ {56)
Total changes 143 {52)
Unrecognized tax benefits - December 31 s 143 § —_
OTHER TAX MATTERS
The following table includes interest recognized in the Statements of Operations and the Balance Sheets.
As of December 31,
(in thousands) 2017 2016
Net interest income recognized related to income taxas $ - 3 8

Duke Energy Kentucky is no longer subject to U.S. federal examination for years before 2015. With few exceptions, Duke Energy Kentucky is no longer

subject to state, local or non-U.S. income tax examinations by tax authorities for years before 2014.
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14. SUBSEQUENT EVENTS

For information on subsequent events related to regulatory matters, commitmeants and contingencies, debt and credit facilities, asset retirement
obligations, employee benefit plans and income taxes, saa Noles 2, 3, 4, 5, 12 and 13.
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STATEMENTS OF ACCUMULATED

COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AN

D HEDGING ACTIVITIES

1. Report in columns (b),(c),(d) and () the amounts of accumulated other comprehensive income items, on a net-of-tax basis, where appropriate.
2. Report in columns (f) and (g) the amounts of other categories of other cash flow hedges.
3. For each category of hedges that have been accounted for as "fair value hedges”, report the accounts affected and the related amounts in a footnote.
4. Report data on a year-to-date basis.

Line
No.

Iltem

(a)

Unrealized Gains and
Losses on Available-
for-Sale Securities

(o)

Minimum Pension
Liability adjustment
(net amount)

(c)

Foreign Currency
Hedges

(d)

Other
Adjustments

(e)

Balance of Account 219 at Beginning of
Preceding Year

Preceding Qtr/Yr to Date Reclassifications
from Acct 219 to Net Income

Preceding Quarter/Year to Date Changes in
Fair Value

Total (lines 2 and 3)

Balance of Account 219 at End of
Preceding Quarter/Year

Balance of Account 219 at Beginning of
Current Year

Current Qtr/Yr to Date Reclassifications
from Acct 219 to Net Income

Current Quarter/Year to Date Changes in
Fair Value

Total (lines 7 and 8)

Balance of Account 219 at End of Current
Quarter/Year
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Other Cash Flow Other Cash Flow Totals for each Net Income (Carried Total
Line Hedges Hedges category of items Forward from Comprehensive
No. Interest Rate Swaps [Insert Footnote at Line 1 recorded in Page 117, Line 78) Income
to specify] Account 219
(f) (@) (h) (i) ()
1
2
3
4 42,583,938 42,583,938
5
6
7
.8
9 59,398,930 59,398,930
10
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Y OF UTILITY PLANT AND ACCUMULATED PROVISIONS

FOR DEPRECIATION. AMORTIZATION AND DEPLETION

column (h) common function.

Report in Column (c) the amount for electric function, in column (d) the amount for gas function, in column (e), (f), and (g) report other (specify) and in

Total Company for the

I_I\ilr: Classification Current Year/Quarter Ended Elzc::)tnc
(a) (b)
1| Utility Plant
2}In Service
3| Plant in Service (Classified) 1,876,872,626 1,480,052,147
4| Property Under Capital Leases 19,459,822 1,993,137
5| Plant Purchased or Sold
6| Completed Construction not Classified 294,341,207 161,545,988
7 | Experimental Plant Unclassified
8| Total (3 thru 7) 2,190,673,655 1,643,591,272
9|Leased to Others
10|Held for Future Use 69,805 69,805
11|Construction Work in Progress 109,390,337 81,782,545

12| Acquisition Adjustments

13| Total Utility Plant (8 thru 12)

2,300,133,797

1,725,443,622

14| Accum Prov for Depr, Amort, & Depl

1,032,028,167

828,065,736

15| Net Utility Plant (13 less 14)

1,268,105,630

16 | Detail of Accum Prov for Depr, Amort & Dep!

17 |In Service:

897,377,886

18 | Depreciation

988,067,522

19} Amort & Depl of Producing Nat Gas Land/Land Right

20{Amort of Underground Storage Land/Land Rights

21 {Amort of Other Utility Plant

43,960,645

817,393,972

10,671,765

22| Total In Service (18 thru 21)

1,032,028,167

23 |Leased to Others

24 | Depreciation

828,065,737

25| Amortization and Depletion

26| Total Leased to Others (24 & 25)

27 |Held for Future Use

28| Depreciation

29| Amortization

30| Total Held for Future Use (28 & 29)

31]Abandonment of Leases (Natural Gas)

32{Amort of Plant Acquisition Adj

33{Total Accum Prov (equals 14) (22,26,30,31,32)

1,032,028,167

828,065,737
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SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS
FOR DEPRECIATION. AMORTIZATION AND DEPLETION
Gas Other (Specify) Other (Specify) Other (Specify) Common Line
No.

()

;
353,950,050 42,870,429 3|
17,466,685 4

5

131,811,913 983,308] 6
7

503,228,648 43,853,735 8
9

10

24,871,707 2,736,085 11
12

528,100,355 46,589,820] 13
165,758,008 38,204,423] 14

362,342,347

8,385,397

—
(&)

17|

159,768,239

5,989,768

10,905,311] 18
E 19

. 20|
27,299.112] 21|

165,758,007

38,204,423 22

24]

165,758,007

38,204,423] 33
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ELECTRIC PLANT IN SERVICE {Account 101, 102, 103 and 106)

1. Report below the original cost of electric plant in service according to the prescribed accounts.

2. In addition to Account 101, Electric Plant in Service (Classified), this page and the next include Account 102, Electric Plant Purchased or Sold;

Account 103, Experimental Electric Plant Unclassified; and Account 106, Completed Construction Not Classified-Electric.
3. Include in column (c) or (d), as appropriate, corrections of additions and retirements for the current or preceding year.

4. For revisions to the amount of initial asset retirement costs capitalized, included by primary plant account, increases in column (c) additions and

reductions in column (e) adjustments.
5. Enclose in parentheses credit adjustments of plant accounts to indicate the negative effect of such accounts.

6. Classify Account 106 according to prescribed accounts, on an estimated basis if necessary, and include the entries in column (c). Also to be included
in column {c) are entries for reversals of tentative distributions of prior year reported in column (b). Likewise, if the respondent has a significant amount
of plant retirements which have not been classified to primary accounts at the end of the year, include in column (d) a tentative distribution of such
retirements, on an estimated basis, with appropriate contra entry to the account for accumulated depreciation provision. Include also in column (d)

Line
No.

Account

(a)

_Balance
Beginning of Year

1. INTANGIBLE PLANT

(301) Organization

Additions

(302) Franchises and Consents

(303) Miscellaneous Intangible Plant

12,343,216

5,663,545

TOTAL Intangible Plant (Enter Total of lines 2, 3, and 4)

12,343,216

2. PRODUCTION PLANT

A. Steam Production Plant

@ |Njojo|a|w|n]|=

(310} Land and Land Rights

047,301

5,663,545

[I=]

311) Structures and Improvements

71,372,345

41,152,163

ey
o

458,441,528

6,506,147

ey
—y

(
(312) Boiler Plant Equipment
(313) Engines and Engine-Driven Generators

-
N

(314) Turbogenerator Units

100,695,783

1,804,132

-y
w

(315) Accessory Electric Equipment

44,736,781

—
rS

(316) Misc. Power Plant Equipment

19,377,682

1,910,789

ey
(3]

(317) Asset Retirement Costs for Steam Production

46,586,238

6,775,478

—_
[e2]

TOTAL Steam Production Plant {Enter Total of lines 8 thru 15)

748,257,658

—_
~

B. Nuclear Production Plant

ey
[o]

(320) Land and Land Rights

58,148,709

ry
[I=]

(321) Structures and Improvements

N
o

(322) Reactor Plant Equipment

N
—

(323) Turbogenerator Units

n
n

(324) Accessory Electric Equipment

[\
w

(325) Misc. Power Plant Equipment

n
=~

(326) Asset Retirement Costs for Nuclear Production

n
w

TOTAL Nuclear Production Plant (Enter Total of lines 18 thru 24)

n
(o3

C. Hydraulic Production Piant

N
~

(330) Land and Land Rights

N
o]

(331) Structures and Improvements

n
©

(332) Reservoirs, Dams, and Waierways

w
o

(333) Water Wheels, Turbines, and Generators

w
harg

(334) Accessory Electric Equipment

[
[

(335) Misc. Power PLant Equipment

w
w

(336) Roads, Railroads, and Bridges

W
B~

(337) Asset Retirement Costs for Hydraulic Production

W
(3]

TOTAL Hydraulic Production Plant (Enter Total of lines 27 thru 34)

w
»

D. Other Production Plant

w
~

(340) Land and Land Rights

2,910,272

w
@

(341) Structures and Improvements

36,133,375

301,354

w
©

(342) Fuel Holders, Products, and Accessories

15,785,782

167,122

'S
o

(343) Prime Movers

E-N
—_

(344) Generators

210,038,948

20,371,082

~
n

(345) Accessory Electric Equipment

21,372,936

1,143,201

~
@

(346) Misc. Power Plant Equipment

4,671,829

25,421

~
n

(347) Asset Retirement Costs for Other Production

S
<

TOTAL Other Prod. Plant (Enter Total of lines 37 thru 44)

290,913,143

22,589,516

~
[

TOTAL Prod. Plant (Enter Total of lines 16, 25, 35, and 45)

1,039,170,801

80,738,225
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ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106) (Continued)
distributions of these tentative classifications in columns (c) and (d), including the reversals of the prior years tentative account distributions of these
amounts. Careful observance of the above instructions and the texts of Accounts 101 and 106 will avoid serious omissions of the reported amount of
respondentls plant actually in service at end of year.
7. Show in column (f) reclassifications or transfers within utility plant accounts. Include also in column {f) the additions or reductions of primary account
classifications arising from distribution of amounts initially recorded in Account 102, include in column (e) the amounts with respect to accumulated
provision for depreciation, acquisition adjustments, etc., and show in column (f) only the offset to the debits or credits distributed in column (f) to primary
account classifications.
8. For Account 399, state the nature and use of plant included in this account and if substantial in amount submit a supplementary statement showing
subaccount classification of such plant conforming to the requirement of these pages.
9. For each amount comprising the reported balance and changes in Account 102, state the property purchased or sold, name of vendor or purchase,
and date of transaction. If proposed journal entries have been filed with the Commission as required by the Uniform System of Accounts, give also date
Retirements Adjustments Transfers Balance at Line
0 ,, T _ ol N
‘ 1
2
3
256,569 17,750,192 4
256,569 17,750,192 5
- 7
7,047,301 8
265,025 112,259,483 9
742,219 464,205,456 10
11
341,398 102,158,517 12
44,736,781 13
243,509 21,044,962 14
6,354,177 -956,405 46,051,134 15
7,946,328 956,405 797,503,634 16
= 17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
- 36
3,491,608 37
11,346 36,423,383 38
15,952,904 39
40
5,154,293 225,255,738 41
146,082 22,370,055 42
-50,932 4,748,182 43
44
5,260,789 308,241,870 45
13,207,117 -956,405 1,105,745,504 46
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Name of Respondent

This Report Is:
(1) An Original

Date of Report
(Mo, Da, YT)

Year/Period of Report

Duke Energy Kentucky, Inc. 2) []A Resubmission 04/12/2018 Endof __2017/Q4
ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106) (Continued)
Line Account . Balance Additions
No. Beginning of Year
(a) b
47 3. TRANSMISSION PLANT :
48 1(350) Land and Land Rights 1,341,416 1
49 | (352) Structures and Improvements 1,480,413
50 |(353) Station Equipment 39,099,925 1,410,028
51 |(354) Towers and Fixtures
52 |(355) Poles and Fixiures 7,565,364 879,590
53 |(356) Overhead Conductors and Devices 6,005,049 440,595
54 |(357) Underground Conduit
55 |(358) Underground Conductors and Devices
56 | (359) Roads and Trails
57 1(359.1) Asset Retirement Costs for Transmission Plant
58 | TOTAL Transmission Plant (Enter Total of lines 48 thru 57) 55,492,167 2,730,214
59 |4. DISTRIBUTION PLANT .
60 {(360) Land and Land Rights 13,270,609 -1,958,538
61 |(361) Structures and Improvements 1,470,233 -17
62 1(362) Station Equipment 62,170,635 3,312,695
63 | (363) Storage Battery Equipment
64 1(364) Poles, Towers, and Fixtures 56,105,079 5,264,179
65 | (365) Overhead Conductors and Devices 118,728,541 8,445,425
66 | (366) Underground Conduit 18,863,541 2,413,162
67 {(367) Underground Conductors and Devices 58,304,069 -149,293
68 {(368) Line Transformers 55,884,985 4,815,137
69 | (369) Services 18,123,608 2,461,446
70 {(370) Meters 13,321,806 10,925,691
71 {(371) Installations on Customer Premises 409,942 180,460
72 |(372) Leased Property on Customer Premises 9,647
73 |{373) Street Lighting and Signal Systems 9,973,113 -768,004
74 [{374) Asset Retirement Costs for Distribution Plant
75 | TOTAL Distribution Plant (Enter Total of lines 60 thru 74) 426,635,808 34,942,343
76 |5. REGIONAL TRANSMISSION AND MARKET OPERATION PLANT -
77 1(380) Land and Land Rights
78 |{381) Structures and Improvements .
79 1(382) Computer Hardware
80 | (383) Computer Software
81 }(384) Communication Equipment
82 | (385) Miscellaneous Regional Transmission and Market Operation Plant
83 | (386) Asset Retirement Costs for Regional Transmission and Market Oper
84 | TOTAL Transmission and Market Operation Plant (Tota! lines 77 thru 83)
85 |6. GENERAL PLANT
86 | (389) Land and Land Rights
87 | (390) Structures and Improvements 144,984
88 | (391) Office Furniture and Equipment 2,385,269 368,914
89 | (392) Transportation Equipment 419,779
90 | (393) Stores Equipment
91 |{(394) Tools, Shop and Garage Equipment 2,027,306 327,835
92 | (395) Laboratory Equipment
93 {(396) Power Operated Equipment 11,770
94 {(397) Communication Equipment 2,882,948 698,767
95 |(398) Miscellaneous Equipment
96 | SUBTOTAL (Enter Total of lines 86 thru 95) 7,872,056 1,395,516
97 |(399) Other Tangible Property
98 | (399.1) Asset Retirement Costs for General Plant
99 | TOTAL General Plant (Enter Total of lines 96, 97 and 98) 7,872,056 1,395,516
100 | TOTAL {Accounts 101 and 106) 1,541,514,048 125,469,843
101 |(102) Electric Plant Purchased (See Instr. 8)
102 | (Less) (102) Electric Plant Sold (See Insir. 8)
103 | (103) Experimental Plant Unclassified
104 | TOTAL Electric Plant in Service (Enter Total of lines 100 thru 103) 1,541,514,048 125,469,843
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Page 76 of 175
Name of Respondent z;r;is R%rrg lgriginal (D'\;allée BfaR\??)ort Year/Period of Report
Duke Energy Kentucky, Inc. (2) [7]A Resubmission 04/12/2018 Endof 201704
ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 1086) (Continued)
Retirements Adjustments Transfers Balance at Line
o) ’ End ?gf)Year No.
47
2,550 1,338,867 48
1,480,413 49
208,010 40,301,943 50
51
45,555 8,399,399 52
: 43 6,445,601 53
54
55
56
57
57,966,223 58
-~ v 59
10,760 11,301,311 60
55,722 1,414,494 61
691,031 64,792,299 62
63
244,982 2,587 61,126,863 64
1,314,887 125,859,079 65
251 21,276,954 66
176,924 57,977,852 67
710,145 200 59,990,177 68
22,550 1 20,562,505 69
3,177,659 -1,160,000 19,909,838 70
102,165 5,441 493,678 71
9,647 72
226,996 -8,480 8,969,633 73
74
6,733,821 -1,160,000 453,684,330 75
77
78
79
80
81
82
83
84
85
86
144,984 87
820,945 1,933,238 88
419,779 89
90
1,604 2,353,537 91
92
11,770 93
3,581,715 94
95
822 549 8,445,023 96
. 97
98
822,549 8,445,023 99
21,276,214 2,116,405 1,648,591,272 100
101
102
103
21,276,214 2,116,405 1,643,591,272 104
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Name of Respondent '(I;k;is Re%rt Ié inal I(Z)N?te Bf Rsp)ort Year/Period of Report
n Original 0, Da, ¥r, 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 Endof =7 77
ELECTRIC PLANT HELD FOR FUTURE USE {Account 105)

1. Report separately each property held for future use at end of the year having an original cost of $250,000 or more. Group other items of property held
for future use.

2. For property having an original cost of $250,000 or more previously used in utility operations, now held for future use, give in column (a), in addition to
other required information, the date that utility use of such property was discontinued, and the date the original cost was transferred to Account 105.

Line Description and Location Date Ori%inally Included| Date Expected io be used Balance at

No. Of Property in This Account in Utility Service End of Year
(@ (b) (c) (d)

Land and Rights:
Other Land and Rights <$250K (2 Items) 69,805

N ]| =

11
12
13
14
15
16
17
18
19
20
2
22
23
24

—_

Other Property:

25

26

27

28

29

30

31

32

33

34

35

36
37
38

39
40
41
42
43
44
45
46

47| Total 69,805
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Name of Respondent '(I;r;is Re| %rrt1 I(%:riginal g\zﬂa(t)e BfaR\??)m Year/Period of Report
Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 Endof _ 2017/a4
CONSTRUCTION WORK IN PROGRESS - - ELECTRIC {Account 107)
1. Report below descriptions and balances at end of year of projects in process of construction (107)
2. Show items relating to "research, development, and demonstration” projects last, under a caption Research, Development, and Demonstrating (see
Account 107 of the Uniform System of Accounts)
3. Minor projects (5% of the Balance End of the Year for Account 107 or $1,000,000, whichever is less) may be grouped.
Line Description of Project Construction work in progress -
No. Electric (Account 107)
(a) (b)
1 | DISTRIBUTION PLANT
2
3 | REGULATED UTILITY STRATEGY DEVELOPMENT - COVINGTON TRANSFORMER #2 2,660,970
4 | DIXIE BUS #1 SWITCHGEAR AND BREAKERS REPLACEMENT 2,150,187
5 | SMART GRID KENTUCKY FEEDER CAPACITY 1,385,385
6 { CONSTANCE CABLE REPLACEMENT 1,071,791
7 | PROJECTS LESS THAN $1 MILLION 6,289,115
8 | TOTAL DISTRIBUTION PLANT  $13,557,448 '
9
10 | GENERAL PLANT
11 }
12 | PROJECTS LESS THAN $1 MILLION 1,579,025
13 | TOTAL GENERAL PLANT  $1,579,025
14
15 | INTANGIBLE PLANT
16
17 { IT DEMAND WORK FUNDING PROJECT 2,402,125
18 | PROJECTS LESS THAN $1 MILLION 1,005,664
19 | TOTAL INTANGIBLE PLANT  $3,407,789
20
21 | PRODUCTION PLANT
22
23 | EAST BEND UNIT 2 DRY BOTTOM ASH CONVERSION 12,920,828
24 | EAST BEND UNIT 2 PRECIPITATOR HOT SIDE REBUILD 12,231,899
25 | EAST BEND STORMWATER/PROCESSWATER REROUTE 12,099,518
26 | EAST BEND UNIT 2 LIME INJECTION SYSTEM 4,746,652
27 | EAST BEND UNIT 2 LINED RETENTION BASIN 2,679,188
28 | WOODSDALE COMMON FUEL OIL SYSTEM 2,149,549
29 | EAST BEND UNIT 2 OUTER LOOP CONDENSER RETUBE 2,086,839
30 | EAST BEND UNIT 2 HVAC CHIILLERS REPLACEMENT 1,593,111
31 | EAST BEND UNIT 2 BOILER ECONOMIZER 1,567,738
32 | EAST BEND UNIT 2 SECONDARY SUPERHEAT OUTLET HEADERS REPLACEMENT 1,474,017
33 | EAST BEND UNIT 2 HP TURBINE NOZZLE BLOCK AND SEALS 1,123,743
34 | WOODSDALE COMMON UNIT 4 GENERATOR ROTOR REWIND 1,073,498
35| PROJECTS LESS THAN $1 MILLION 5,954,893
36 | TOTAL PRODUCTION PLANT  $61,701,473
37
38 | TRANSMISSION PLANT
39
40 { PROJECTS LESS THAN $1 MILLION 1,536,810
41 | TOTAL TRANSMISSION PLANT  $1,536,810
42
43| TOTAL 81,782,545
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Name of Respondent El;!;is Re %n IS inal I(D'\?te Bf R\e(p)ort Year/Period of Report

n Original o, Da, Yr End of 2017/Q4

Buke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 e ———
ACCUMULATED PROVISION FOR DEPRECIATION OF ELECTRIC UTILITY PLANT (Account 108)

1. Explain in a footnote any important adjustments during year.

2. Explain in a footnote any difference between the amount for book cost of plant retired, Line 11, column (c), and that reported for
electric plant in service, pages 204-207, column 9d), excluding retirements of non-depreciable property.

3. The provisions of Account 108 in the Uniform System of accounts require that retirements of depreciable plant be recorded when
such plant is removed from service. If the respondent has a significant amount of plant retired at year end which has not been recorded
and/or classified to the various reserve functional classifications, make preliminary closing entries to tentatively functionalize the book
cost of the plant retired. In addition, include all costs included in retirement work in progress at year end in the appropriate functional
classifications.

4. Show separately interest credits under a sinking fund or similar method of depreciation accounting.

Section A. Balances and Changes During Year

Line —Ttem

e G EETT | e | S o
(@) (b} (c} (d) (e)
1] Balance Beginning of Year 798,057,715 798,057,715
2| Depreciation Provisions for Year, Charged to _. . . _: :
3| (403) Depreciation Expense . ‘ 32,250,753 32,250,753
4] (403.1) Depreciation Expense for Asset

Retirement Costs

(413) Exp. of Elec. Plt. Leas. to Others

Transportation Expenses-Clearing 12,237 12,237,

Other Accounts (Specify, details in footnote): 11,231,860 11,231,860

5
6
7| Other Clearing Accounts
8
9
0

TOTAL Deprec. Prov for Year (Enter Total of 43,494,850 43,494,850
lines 3 thru 9)

111 Net Charges for Plant Retired:

12| Book Cost of Plant Retired 20,197,096] - 20,197,096

13| Cost of Removal 4,664,644 4,664,644

14] Salvage (Credit) 164,655 164,655

15| TOTAL Net Chrgs. for Plant Ret. (Enter Total 24,697,085 24,697,085
of lines 12 thru 14)

16| Other Debit or Cr. ltems (Describe, details in 538,492 538,492
footnote):

17

18| Book Cost or Asset Retirement Costs Retired

19| Balance End of Year (Enter Totals of lines 1, 817,393,972 817,393,972
10, 15, 16, and 18)

Section B. Balances at End of Year According to Functional Classification
20| Steam Production 469,789,732 469,789,732

21| Nuclear Production

22| Hydraulic Production-Conventional

23| Hydraulic Production-Pumped Storage

24| Other Production 169,394,028 169,394,028
25| Transmission ) 19,215,086 19,215,086
26| Distribution 157,655,106 157,655,106
27| Regional Transmission and Market Operation ’
28| General 1,440,020 1,440,020
29| TOTAL (Enter Total of lines 20 thru 28) 817,393,972 817,393,972
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) _ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA
[Schedule Page: 219 _ Line No.: 8 _Column: ¢ l
East Bend Depreciation Deferral $ 2,791,735
AROC Electric Depreciation 8,440,125
$ 11,231,860
[Schedule Page: 219 Line No.: 16 _ Column: ¢ |
Common Utility Plant Provision $ (762,378)
" Reclass unrecovered NBV of meters to a regulatory asset $1,085,840
Misc. Transfers/Adjustments 215,030
$ 538,492

[FERC FORM NO. 1 (ED. 12-87) Page 450.1
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Page 81 of 175

Name of Respondent This Report [s: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. 212; Dﬁnﬁzzﬁgnr::ssion é“:ﬂ’;zaég) Endof  2017/Q4
MATERIALS AND SUPPLIES
1. For Account 154, report the amount of plant materials and operating supplies under the primary functional classifications as indicated in column (a);
estimates of amounts by function are acceptable. In column (d), designate the department or departments which use the class of material.
2. Give an explanation of important inventory adjustments during the year (in a footnote) showing general classes of material and supplies and the
various accounts (operating expenses, clearing accounts, plant, etc.) affected debited or credited. Show separately debit or credits to stores expense
clearing, if applicable. .
Line Account Balance Balance Department or
No. Beginning of Year End of Year Departments which
Use Material
(@ (b) (©) (d)
1| Fuel Stock (Account 151) 24,608,235 22,251,525 | Gas and Electric
2 | Fuel Stock Expenses Undistributed (Account 152)
3 | Residuals and Extracted Products (Account 153)
4 | Plant Materials and Operating Supplies (Account 154)
5 | Assigned to - Construction (Estimated)
6 [ Assigned to - Operations and Maintenance
7 | Production Plant (Estimated) 20,003,950 16,981,969 | Electric
8 | Transmission Plant (Estimated) 4,377 3,909 | Electric
9 | Distribution Plant (Estimated) 671,565 628,911 | Gas and Electric
10 | Regional Transmission and Market Operation Plant
(Estimated)
11 | Assigned to - Other (provide details in footnote)
12 | TOTAL Account 154 (Enter Total of lines 5 thru 11) 20,679,892 17,614,789
13 [ Merchandise {Account 155)
14 | Other Materials and Supplies (Account 156)
15| Nuclear Materials Held for Sale (Account 157) (Not
applic to Gas Util)
16 | Stores Expense Undistributed (Account 163) 336,171 967,360 | Gas and Electric
17
18
19
20 | TOTAL Materials and Supplies (Per Balance Sheet) 45,624,298 40,833,674
FERC FORM NO. 1 (REV. 12-05) Page 227
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Page 82 of 175

Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) _ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA
[Schedule Page: 227 Line No.: 16 Column: b B
Account 163 - Functionalized for use with PJM Attachments H-22A: Transmission portion of

$71 is calculated by multiplying Account 163 balance by ratio of Transmission M&S balance

to Total M&S balance.

\Schedule Page: 227 Line No.: 16 Column: ¢

]

Account 163 - Functionalized for use with PJM Attachments H-22A: Transmission portion of
$215 is calculated by multiplying Account 163 balance by ratio of Transmission M&S balance

to Total M&S balance.

[FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:

(1) An Original
(2) DA Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

Allowances (Accounts 158.1 and 158.2)

2. Report all acquisitions of allowances at cost.

succeeding years in columns (j)-(k).

1. Report below the particulars (details) called for concerning allowances.

3. Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by General
Instruction No. 21 in the Uniform System of Accounts.
4. Report the allowances transactions by the period they are first eligible for use: the current yearls allowances in columns (b)-(c)
allowances for the three succeeding years in columns (d)-(i), starting with the following year, and allowances for the remaining

5. Report on line 4 the Environmental Protection Agency (EPA) issued allowances. Report withheld portions Lines 36-40.

Line S02 Allowances Inventory Current Year 2018
No. (Account 158.1) No. Amt. No. Amt,
(a) (b) (c) (d) _(e)

1 | Balance-Beginning of Year 106,877.00 18,007| 29,387.00
2
3| Acquired During Year:
4| lIssued {Less Withheld Allow) 579.00
5| Returned by EPA
6
7 ,
8| Purchases/Transfers: 1,189.00 1,089.00
9

10

11

12

13

14

15| Total 1,189.00 1,089.00

16

17 | Relinquished During Year:

18| Charges to Account 509

19| Other:

20

21 | Cost of Sales/Transfers:

22

23

24

25

26

27

28 | Total

29 | Balance-End of Year

30 :

31| Sales:

32 | Net Sales Proceeds(Assoc. Co.)

(]
w

Net Sales Proceeds {Other)

w
~

Gains

[
o1

Losses

Allowances Withheld (Acct 158.2)

36 | Balance-Beginning of Year

37 | Add: Withheld by EPA

38 | Deduct: Returned by EPA

39 | Cost of Sales

279.00

40 | Balance-End of Year

41

42| Sales:

43 | Net Sales Proceeds (Assoc. Co.)

279.00]

44 | Net Sales Proceeds (Other)

19

45| Gains

19

46 | Losses

FERC FORM NO. 1 {ED. 12-95)
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Name of Respondent ‘(I'Bis Re%rt IS inal I(Dl\ﬁte Bf R$p)or1 Year/Period of Report
X | An Original o, Da, YT,
Duke Energy Kentucky, Inc. @) A Resubmission 04/12/2018 End of 2017/Q4
Allowances (Accounts 158.1 and 158.2) (Continued)

company" under "Definitions” in the Uniform System of Accounts).

8. Report on Lines 22 - 27 the name of purchasers/ transferees of allowances disposed of an identify associated companies.
9. Report the net costs and benefits of hedging transactions on a separate line under purchases/transfers and sales/transfers.
10. Report on Lines 32-35 and 43-46 the net sales proceeds and gains or losses from allowance sales.

6. Report on Lines 5 allowances returned by thie EPA. Report on Line 39 the EPA[s sales of the withheld allowances. Report on Lines
43-46 the net sales proceeds and gains/losses resulting from the EPA[s sale or auction of the withheld allowances.
7. Report on Lines 8-14 the names of vendors/transferors of allowances acquire and identify associated companies (See "associated

2019 2020

Future Years

Totals

No. Amt. No.

Amt. No.
€3] (@) (h) i

Amt.
(k)

No.
()

Amt.
(m)

25,041.00 25,041.00

837,412.00

25,620.00]

18,007

BI6T00] o

2,278.00

25,041.00

558.00 558.00 37
38
279.00 558.00 39
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

ISchedule Page: 228 Line No.: 1 Column: b
Begining Balance includes allowances for the Cross State Air Pollution Rule and the Acid
Rain Program.
[Schedule Page: 228 Line No.:8 Column: b
Represents transfers of EA's in to DEK held by the previous joint owners
|Schedule Page: 228 Line No.: 8 Column: d
Represents transfers of EA's in to DEK held by the previous joint owners
|Schedule Page: 228 Line No.: 29 Column: b
Ending Balance Includes allowances for the Cross State Air Pollution Rule and the Acid
Rain Program
[Schedule Page: 228 Line No.: 39 Column: b
Represents allowances withheld in 2017 sold at auction.

L]

I I

[FERC FORM NO. 1 (ED. 12-87) Page 450.1 ]
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

2) DA Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

Allowances (Accounts 158.1 and 158.2)

succeeding years in columns (j)-(k).

1. Report below the particulars (details) called for concerning allowances.
2. Report all acquisitions of allowances at cost.

3. Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by General
Instruction No. 21 in the Uniform System of Accounts.
4. Report the allowances transactions by the period they are first eligible for use: the current yearls allowances in columns (b)-(c)
allowances for the three succeeding years in columns (d)-(i), starting with the following year, and allowances for the remaining

5. Report on line 4 the Environmental Protection Agency (EPA) issued allowances. Report withheld portions Lines 36-40.

Line NOx Allowances Inventory

No. (Account 158.1)
@

Current Year

2018

No. Amt.
(b) (c)

No.
(d)

Amt,
(e)

Balance-Beginning of Year

6,337.00

Acquired During Year:

Issued {Less Withheld Allow)

32,645

3,292.00

Returned by EPA

[eoB BB N R RSN o WO N IR

Purchases/Transfers:

891.00

=]

—_
o

e
-

—_
N

—_
w

e
N

e
o

Total

e
(o2}

e
~

Relinquished During Year:

pry
[e-]

Charges to Account 509

e
[le]

Other:

n
o

Reallocation of TRNOX EAs

N
=

Cost of Sales/Transfers:

n
N

isoool [ ]
S _ __ - - =

n
w

n
-

n
(3]

n
o

n
~J

n
[e-]

Total

n
<]

Balance-End of Year

3,010.00

w
o

w
=

Sales:

w
N

Net Sales Proceeds({Assoc. Co.)

5,059.00

w
w

Net Sales Proceeds (Other)

w
E-N

Gains

w
(5]

Losses

Allowances Withheld {Acct 158.2)

36 | Balance-Beginning of Year

37 | Add: Withheld by EPA

38 | Deduct: Returned by EPA

39| Cost of Sales

40 | Balance-End of Year

41

42| Sales:

43 | Net Sales Proceeds (Assoc. Co.)

44 | Net Sales Proceeds (Other)

45| Gains

46 | Losses

FERC FORM NO. 1 (ED. 12-95)
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Name of Respondent ;I;f;is Rey %rt ICS) inal I(Dh;alte Bf Rsp;ort Year/Period of Report
n Original o, Da, Yr
Duke Energy Kentucky, Inc. @ DA Resubmission 04/12/2018 End of 2017/Q4

Allowances (Accounts 158.1 and 158.2) (Continued)

6. Report on Lines 5 allowances returned by the EPA. Report on Line 39 the EPAIs sales of the withheld allowances. Report on Lines
43-46 the net sales proceeds and gains/losses resulting from the EPALs sale or auction of the withheld allowances.

7. Report on Lines 8-14 the names of vendors/transferors of allowances acquire and identify associated companies (See "associated
company" under "Definitions" in the Uniform System of Accounts).

8. Reporton Lines 22 - 27 the name of purchasers/ transferees of allowances disposed of an identify associated companies.

9. Report the net costs and benefits of hedging transactions on a separate line under purchases/transfers and sales/transfers.

10. Report on Lines 32-35 and 43-46 the net sales proceeds and gains or losses from allowance sales.

2019 2020 Future Years Totals Line

Amt.
(¢)]

Amt.
{0

No.
)

Amt. No. Amt. No.

(k)

.

1,854.00]

8,069.00 13,736 29|

FERC FORM NO. 1 (ED. 12-85) Page 229b
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Name of Respondent ' This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

\Schedule Page: 229 _ Line No.: 1 Column: b B
Begining Balance includes allowances for the Cross State Air Pollution Rule only.
ISchedule Page: 229 Line No.: 8 Column: b l

Transferred in 891 allowances from joint owners representing DEK's share of current vintage allocations
[Schedule Page: 229 Line No.: 20 Column: b |

The Seasonal NOx Allowances were re-allocated during 2017 due to revisions in the Ozone
Season rule

[Schedule Page: 229 Line No.:29 Column: b . B
Ending Balance Includes allowances for the Cross State Air Pollution Rule only

[FERC FORM NO. 1 (ED. 12-87) Page 450.1
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, inc. 8; Dﬁcht:gSll)r:\?ilssion g\:; 25)23 [’HY8r> Endof __ 2017/Q4
OTHER REGULATORY ASSETS (Account 182.3)
1. Report below the particulars (details) called for concerning other regulatory assets, including rate order docket number, if applicable.
2. Minor items (5% of the Balance in Account 182.3 at end of period, or amounts less than $100,000 which ever is less), may be grouped
by classes.
3. For Regulatory Assets being amortized, show period of amortization.
Line Description and Purpose of Balance at Beginning Debits CREDITS Balance at end of
No. Other Regulatory Assets of Current Written off During the | Wiritten off During | Current Quarter/Year
. Quarter/Year Quarter /Year Account | the Period Amount
(@) (b) (©) Sreed () © M
1| INCOME TAXES 2,178,393 18,557,822} Various 18,901,459 1,834,756
2
3| DEMAND SIDE MANAGEMENT COSTS 1,660,598 3,514,314) 407.3, 557 2,948,606 2,226,306
4| (Amortized in accordance with rider revenue)
5| - Order # 2015-368
6
7| ARO OTHER REGULATORY ASSET 2,362,433 6,959,600| 182.3, 230 2,535,309 6,786,724
8
9{ GAS ARO OTHER REGULATORY ASSET 4,624,019 354,495 4978514
10
11| COAL ASH DEFERRED SPEND 8,034,024 7,725,052| 108 107,051 15,652,025
12| - Order # 2015-187
13
14| INTEREST RATE HEDGES 5,110,664 3497171 244 812,642 4,647,739
15| {Amortized over life associated debt)
16/ - Order # 2006-00563
17
18| HURRICANE IKE REGULATORY ASSET 4,912,684 4,912,684
19| - Order # 2008-00476
20 '
21| CARBON MANAGEMENT REGULATORY ASSET 1,600,000 250,000| 232 50,000 1,800,000
22| - Order # 2008-308
23
24| EAST BEND PLANT O&M DEFERRAL 23,462,464 10,426,297 33,888,761
25| - Order # 2014-201
26
27| COALASHARO 3,636,612 5,546,821| Various 7414141 1,769,292
28| - Order # 2015-187
29
30| EAST BEND DEPRECIATION DEFERRAL 8,804,745 2,936,162| 403 144,427 11,596,480
31| - Order #2015-120
32
33| DEFERRED GAS INTEGRITY COSTS 2,172,195 921,510 Various 206,589 2,887,116
34| - Order # 2016-0159
35 .
36| OTHER REGULATORY ASSETS - GENERAL ACCOUNTING 24,082,123 4,950,228 Various 1,312,596 27,719,755
37| FERC Docket No, A107-1-000
38
39| PENSION POST RETIRE PURCHASE ACCOUNTING - Q 4,876,416 Various 505,464 4,370,952
40| FERC Docket No. A107-1-000
41
421 PENSION POST RETIRE PURCHASE ACCOUNTING - NQ 51,069 5,599] 186 4,488 52,180
43| FERC Docket No. A107-1-000
FERC FORM NO. 1/3-Q (REV. 02-04) Page 232
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(@] |X|An Original
2) |—_‘]A Resubmission

Date of Report
(Mo, Da, Y1)

04/12/2018

Year/Period of Report
End of 2017/Q4

OTHER REGULATORY ASSETS (Account 182.3)

by classes.

3. For Regulatory Assets being amortized, show period of amortization.

1. Report below the particulars (details) called for concerning other regulatory assets, including rate order docket number, if applicable.
2. Minor items (5% of the Balance in Account 182.3 at end of period, or amounts less than $100,000 which ever is less), may be grouped

Line Description and Purpose of
No. Other Regulatory Assets

(a)

Balance at Beginning
of Current
Quarter/Year

(b)

Debits

(c)

CREDITS

Balance at end of

Witten off During the
Quarter /Year Account
Charged (d)

Written off During
the Period Amount

(e) M

Current Quarter/Year

OPEB FAS 106 - MEDICAL

2,610,154

186

279,960 2,330,194

FERC Docket No. A107-1-000

KO TRANSMISSION 2015-2016 RATE

348

930.2

348

Opt-Out IT Modification

161,678

Various

6,962 154,716

Order #2016-0152
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TOTAL :

100,178,941

62,659,205 |

35,230,042 127,608,194
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Name of Respondent ;I;r')nis Re %ﬁ IS nal I(D'\?te Bf Rsp)ort Year/Period of Report
n Origina 0, Da, YT End of 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 naet __———

MISCELLANEOUS DEFFERED DEBITS {Account 186)
1. Report below the particulars (details) called for concerning miscellaneous deferred debits.
2. For any deferred debit being amortized, show period of amortization in column (a)

3. Minor item (1% of the Balance at End of Year for Account 186 or amounts less than $100,000, whichever is less) may be grouped by
classes.

Line Description of Miscellaneous Balance at Debits CREDITS Balance at
No. Deferred Debits Beginning of Year Account End of Year

Charged Amount
(@) (b) © @ @) )

Vacation accrual 1,348,263 45,858| 146, 242 1,394,121

AMI 1,085,840| 108 1,085,840

DEK 2017 Rate Case 447,586] 146,232 8,000 439,586

Accrued pension post retire - 1,787,694| Various - 1,579,265 208,429
FAS 158

(oo B Lo20 K620 B IS0 F iV B

0

—_
o

Other miscellaneous items 1,000 1,000

—_
s

—_
N

Indirect overhead allocation -410,442 11,147,317| Various 10,764,223 -27,348
pool - undistributed ]

-
w

py
N

-
(4]

Deferred coal ash remediation -258,567 182.3 442,088 -700,655
costs
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47 |Misc. Work in Progress
Deferred Regulatory Comm.
Expenses (See pages 350 - 351)

49 | TOTAL

48

2,400,973
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Name of Respondent This Report Is: Date of Report Year/Period of Report
(1) An Original (Mo, Da, YE)

» s End of 2017/Q4

Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 —_

ACCUMULATED DEFERRED INCOME TAXES (Account 190)

1. Report the information called for below concerning the respondentls accounting for deferred income taxes.
2. At Other (Specify), include deferrals relating to other income and deductions.

Line - Description and Cocation Balance of Begining Balance at End
No. of Year of Year
(a) (b) (c)
1] Electric
-2 26,526,493 42,458,400
3
4
5
6
7| Other
8| TOTAL Electric (Enter Total of lines 2 thru 7) 26,526,493 42,458,400
9| Gas
10 3,471,890 15,918,279
11
12
13
14
15| Other
16| TOTAL Gas (Enter Total of lines 10 thru 15 3,471,890 15,913,279
17| Other - Non-Utitity 2,004,245 -10,232
18] TOTAL (Acct 190) (Total of lines 8, 16 and 17) 32,002,628 58,361,447
Notes
FERC FORM NO. 1 (ED. 12-88) Page 234
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

2) DA Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of

2017/Q4

CAPITAL STOCKS (Account 201 and 204)

1. Report below the particulars (details) called for concerning common and preferred stock at end of year, distinguishing separate

series of any general class. Show separate totals for common and preferred stock. If information to meet the stock exchange reporting
requirement outlined in column (a) is available from the SEC 10-K Report Form filing, a specific reference to report form (i.e., year and

company title) may be reported in column (a) provided the fiscal years for both the 10-K report and this report are compatible.

2. Entries in column (b) should represent the number of shares authorized by the articles of incorporation as amended to end of year.

Line
No.

Class and Series of Stock and
Name of Stock Series

@

Number of shares
Authorized by Charter

(b)

Par or Stated
Value per share

©

Call Price at
End of Year

(d)

COMMON STOCK (ACCT 201)

1,000,000

15.00

TOTAL COMMON STOCK

1,000,000

PREFERRED STOCK (ACCT 204)

TOTAL PREFERRED STOCK

[o-3 BN e N & NN IJVE B V) B

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42
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Name of Respondent This Report Is: Date of Report * Year/Period of Report

(1) An Original (Mo, Da, Yr) End of 2017/Q4
Duke Energy Kentucky, Inc. @ DA Resubmission 04/12/2018 - =

CAPITAL STOCKS (Account 201 and 204) (Continued)
3. Give particulars (details) concerning shares of any class and series of stock authorized to be issued by a regulatory commission
which have not yet been issued.

4. The identification of each class of preferred stock should show the dividend rate and whether the dividends are cumulative or
non-cumulative. :

5. State in a footnote if any capital stock which has been nominally issued is nominally outstanding at end of year.
Give particulars (details) in column (a) of any nominally issued capital stock, reacquired stock, or stock in sinking and other funds which

is pledged, stating name of pledgee and purposes of pledge.

OUTSTANDING PER BALANCE SHEET HELD BY RESPONDENT Line
(Total amount outstanding without reduction

for amounts held by respondent) AS REACQUIRED STOCK (Account 217) IN SINKING AND OTHER FUNDS | No.
Shares Amount Shares Cost Shares Amount
(e) U] (9) h (i)

585,333 8,779,995
585,333 8,779,995
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Name of Respondent ' El;his Report Is: Date of Report Year/Period of Report

) An Original (Mo, Da, Yr) Endof  2017/Q4
Duke Energy Kentucky, Inc. @ [C]A Resubmission 04/12/2018 noet __—

OTHER PAID-IN CAPITAL (Accounts 208-211, inc.)

Report below the balance at the end of the year and the information specified below for the respective other paid-in capital accounts. Provide a
subheading for each account and show a total for the account, as well as total of all accounts for recongiliation with balance sheet, Page 112. Add more
columns for any account if deemed necessary. Explain changes made in any account during the year and give the accounting entries effecting such
change.

(a) Donations Received from Stockholders {Account 208)-State amount and give brief explanation of the origin and purpose of each donation.

{b) Reduction in Par or Stated value of Capital Stock (Account 209): State amount and give brief explanation of the capital change which gave rise to
amounts reported under this caption including identification with the class and series of stock to which related.

(c) Gain on Resale or Cancellation of Reacquired Capital Stock (Account 210): Report balance at beginning of year, credits, debits, and balance at end
of year with a designation of the nature of each credit and debit identified by the class and series of stock to which related.

(d) Miscellaneous Paid-in Capital (Account 211)-Classify amounts included in this account according to captions which, together with brief explanations,

disclose the general nature of the transactions which gave rise to the reported amounts.
ne llem Amount
WS (a) (b)
Account 208 Donations Received from Stockholders
Balance - Beginning of Year 148,811,383

1
2
3
4
5
6
7
8

Subtotal Balance - End of Year 148,811,383

9
10 | Account 211 - Miscellaneous Paid-In Capital
11 | Balance - Beginning of Year ] -156,194
12 | Equity Infusion 15,000,000
13 | Subtotal Balance - End of Year . 14,843,806
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34 !
35
36
37
38
39

40| TOTAL . 163,655,189

FERC FORM NO. 1 (ED. 12-87) Page 253
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Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA
[Schedule Page: 253 Line No.: 12 _Column: b ]

Equity infusion of $15M from Parent.

[FERC FORM NO. 1 (ED. 12-87) Page 450.1 |
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. E;; Dﬁnﬂggt?g:i[ssion 8%71’2?;(’)12) End of 2017/Q4
LONG-TERM DEBT (Account 221, 222, 223 and 224)
1. Report by balance sheet account the particulars (details) concerning long-term debt included in Accounts 221, Bonds, 222,
Reacquired Bonds, 223, Advances from Associated Companies, and 224, Other long-Term Debt.
2. In column (a), for new issues, give Commission authorization numbers and dates.
3. For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the bonds.
4. For advances from Associated Companies, report separately advances on notes and advances on open accounts. Designate
demand notes as such. Include in column’(a) names of associated companies from which advances were received.
5. For receivers, certificates, show in column (a) the name of the court -and date of court order under which such certificates were
issued.
6. In column (b) show the principal amount of bonds or other long-term debt originally issued.
7. In column (c) show the expense, premium or discount with respect to the amount of bonds or other long-term debt originally issued.
8. For column (c) the total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount.
Indicate the premium or discount with a notation, such as (P) or (D). The expenses, premium or discount should not be netted.
9. Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or discount associated with
issues redeemed during the year. Also, give in a footnote the date of the Commissionls authorization of treatment other than as
specified by the Uniform System of Accounts.
Line Class and Series of Obligation, Coupon Rate Principal Amount Total expense,
No. | (For new issue, give commission Authorization numbers and dates) Of Debt issued Premium or Discount
(a) (b) ()
1} ACCOUNT 221 - NONE
2| ACCOUNTS 222 & 223
3| Intercompany Moneypool Notes Payable-Long Term, .986% 25,000,000
4| SUBTOTAL ACCOUNT 222 & 223 25,000,000
5
6| ACCOUNT 224
7| UNSECURED DEBENTURES:
8(6.20% SERIES DUE iN 2036 65,000,000 653,550
9 367,900 D
10| 2008 SERIES A POLLUTION CONTROL REFUNDING BONDS DUE IN 2027 50,000,000 705,545
11
122010 SERIES POLLUTION CONTROL REFUNDING BONDS DUE IN 2027 26,720,000 1,029,608
13
14]3.42% SERIES DUE IN 2026 45,000,000 220,191
15
16|4.45% SERIES DUE IN 2046 50,000,000 247,535
17
18|4.65% SERIES DUE IN 2019 100,000,000 756,468
19 374,000 D
20(3.35% SERIES DUE IN 2029 30,000,000 124,475
21
22(4.11% SERIES DUE IN 2047 30,000,000 124,475
23
24|4.26% SERIES DUE IN 2057 30,000,000 124,475
25
26| SUBTOTAL ACCOUNT 224 426,720,000 4,728,222
27
28| See footnote
29
30
31
32
33| TOTAL 451,720,000 4,728,222

FERC FORM NO. 1 (ED. 12-96) Page 256
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Name of Respondent al;is Re| %rt I(':s) inal I(?\?te Bf R&))od Year/Period of Report
n Origina 0, Da, Yt End of 2017/Q4
Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 e
LONG-TERM DEBT (Account 221, 222, 223 and 224) (Continued)
10. Identify separate undisposed amounts applicable to issues which were redeemed in prior years.
11. Explain any debits and credits other than debited to Account 428, Amortization and Expense, or credited to Account 429, Premium
on Debt - Credit.
12. In a footnote, give explanatory (details) for Accounts 223 and 224 of net changes during the year. With respect to long-term
advances, show for each company: (a) principal advanced during year, (b} interest added to principal amount, and (c) principle repaid
during year. Give Commission authorization numbers and dates.
13. If the respondent has pledged any of its long-term debt securities give particulars (details) in a footnote including name of pledgee
and purpose of the pledge.
14. If the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of
year, describe such securities in a footnote.
15. If interest expense was incurred during the year on any obligations retired or reacquired before end of year, include such interest
expense in column (i). Explain in a footnote any difference between the total of column (i) and the total of Account 427, interest on
Long-Term Debt and Account 430, Interest on Debt to Associated Companies.
16. Give particulars (details) concerning any long-term debt authorized by a regulatory commission but not yet issued.
AMORTIZATION PERIOD Outstanding -~ Line
Nominal Date Date of (Total amount outstangmg without Interest for Year No
of Issue Maturity Date From Date To r eductlonnfaosrpamgeurr{ltt)s held by Amount )
(d) (e) ) (©) () ()
1
2
12/15/14 03/16/22 25,000,000 453,674 3
25,000,000 453,674 4
5
6
7
03/07/06 03/10/36 03/10/06 03/10/36 65,000,000 4,030,000 8
9
12/11/08 08/01/27 12/11/08 08/01/27 50,000,000 770,352 10
11
11/24/10 08/01/27 11/24/10 08/01/27 26,720,000 290,791 12].
13
01/05/16 01/15/@6 01/05/16 01/15/26 45,000,000 1,539,000 14{°
15
01/05/16 01/15/46 01/05/16 01/15/46 50,000,000 2,225,000 16
17
09/22/09 10/01/19 09/22/09 10/01/19 100,000,000 4,650,000 18
19
09/07/17 09/15/29 09/07/17 09/15/29 30,000,000 318,250 20
21
09/07/17 09/15/47 09/07/17 09/15/47 30,000,000 390,450 22
23
09/07/17 09/15/57 09/07/17 09/15/57 30,000,000 404,700 24
25
426,720,000 14,618,543} 26
27
28
29
30
31
32
451,720,000 15,072,217 33

FERC FORM NO. 1 (ED. 12-96)
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Duke Energy Kentucky, Inc.

This Report is:
(1) X An Original
(2) _ A Resubmission

Date of Report
(Mo, Da, Yr)
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Year/Period of Report

2017/Q4

FOOTNOTE DATA

|Schedule Page: 256 Line No.: 12 Column: a

]

The interest rate varies on this pollution control bond.

ISchedule Page: 256 Line No.: 28  Column: a

|

On December 16, 2016 the Kentucky PSC approved Duke Enérgy Kentucky's long-term financing

application authorizing the issuance of up to $200 million of secured and/or unsecured

notes,

exempt bonds. Authorization expires 12/31/2018.

and $76.72 million of tax-exempt private activity bonds to refund existing tax

[FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent T1his Re %rt IS inal Dl\?te Bf R$port Year/Period of Report
, ba, Yr .
Duke Energy Kentucky, Inc. EZ; DAnRe;IStI)r;:ission (()4/01 2/221018) End of 2017/Q4

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL INCOME TAXES

1. Report the reconciliation of reported net income for the year with taxable income used in computing Federal income tax accruals and show
computation of such tax accruals. Include in the reconciliation, as far as practicable, the same detail as furnished on Schedule M-1 of the tax return for
the year. Submit a reconciliation even though there is no taxable income for the year. Indicate clearly the nature of each reconciling amount.

2. If the utility is a member of a group which files a consolidated Federal tax return, reconcile reported net income with taxabie net income as if a
separate return were to be field, indicating, however, intercompany amounts to be eliminated in such a consolidated return. State names of group
member, tax assigned to each group member, and basis of allocation, assignment, or sharing of the consolidated tax among the group members.

3. A substitute page, designed to meet a particular need of a company, may be used as Long as the data is consistent and meets the requirements of
the above instructions. For electronic reporting purposes complete Line 27 and provide the substitute Page in the context of a footnote.

,_
Z 5]
o

Particulars (Details)
@

Amount
(b)

Net Income for the Year (Page 117)

59,398,930 |

Taxable Income Not Reported on Books

Contributions in Aid of Construction

68,165

o|lNjo|jlos|OIN] =]

©o

Deductions Recorded on Books Not Deducted for Return

e
o

Federal and State Income Tax Deducted for Books

-1,161,108

e
-

Other Deductions Recorded on Books Not Deducted for Return

103,235,836

—_
N

e
w

-
S

Income Recorded on Books Not Included in Return

15

Allowance for Funds Used During Construction

4,658,166

16

17

18

19

Deductions on Return Not Charged Against Book Income

20

Deductions on Return Not Charged Against Book Income

192,603,189

21

22

23

24

25

26

Federal Tax Net income

-35,719,5632

28

Show Computation of Tax:

29

Provision for Federal Income Tax @ 35%

-12,501,836

30

True Up Entries

2,526,314

31

NOLs

-3,609,315

32

Other Benefits

142,965

33

34

Total Federal Income Tax Provision

-13,441,872

35

36

37

38

39

40

41

42

43

44

FERC FORM NO. 1 (ED. 12-96)
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(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

[Schedule Page: 261 Line No.: 11 ___Column: b

Book Depreciation/Amortization

Reg Asset - Accr Pension FAS 158 - FAS 87 Qual
Adjustment To Book Depreciation

Reg Asset - Accr Pension FAS 158 - FAS 106/112
Asset Retirement Obligation

Tax Interest Capitalized

Asset Retirement Costs - Coal Ash

Unbilled Revenue - Fuel

Impairment of Plant Assets

Other

47,666,813
22,515,608
8,878, 680
6,593,562
6,018,830
2,498,533
2,284,895
1,847,679
1,190,000
3,741,236

103,235,836

ISchedule Page: 261 Line No.: 20 Column: b

Tax Depreciation/Amortization

Reg Asset - Pension Post Retirement PAA-FAS 87 Qual and Oth
Regulatory Asset — Deferred Plant Costs

Equipment Repairs - Annual Adj

T & D Repairs - Annual Adj.

Reg Asset/Liab Def Revenue

ARO Regulatory Asset - Coal Ash

ARO Regulatory Asset

Tax Gains/Losses

Asset Retirement Obligation - Coal Ash

Reg Asset - Transition from MISO to PJM

Reg Asset - Pension Post Retirement PAA-FAS 106 and Oth
Retirement Plan Expense - Underfunded

Asset Retirement Costs - ARO

Reg Asset - Accr Pension FAS 158 - FAS 87 NQ

Other

79,291,005
24,680,956
19,304,977
17,000,000
13,000,000
5,780,245
5,308,593
4,778,786
4,400,000
4,259,409
3,086,364
2,330,194
1,537,936
1,240,045
1,172,016
5,432,663

192,603,189

[FERC FORM NO. 1 (ED. 12-87) Page 450.1



FR 16(7)(k)

KyPSC Case No. 2018-00261
Attachment - FERC Form 1
Page 102 of 175

Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. g; QHRZSSEE: ssion g\:z’;zaég) Endof _ 2017/Q4
TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR
1. Give particulars (details) of the combined prepaid and accrued tax accounts and show the total taxes charged to operations and other accounts during
the year. Do not include gasoline and other sales taxes which have been charged to the accounts to which the taxed material was charged. If the
actual, or estimated amounts of such taxes are know, show the amounts in a footnote and designate whether estimated or actual amounts.
2. Include on this page, taxes paid during the year and charged direct to final accounts, (not charged to prepaid or accrued taxes.)
Enter the amounts in both columns (d) and (e). The balancing of this page is not affected by the inclusion of these taxes.
3. Include in column (d) taxes charged during the year, taxes charged to operations and other accounts through (a) accruals credited to taxes accrued,
(b)amounts credited to proportions of prepaid taxes chargeable to current year, and (c) taxes paid and charged direct to operations or accounts other
than accrued and prepaid tax accounts.
4. List the aggregate of each kind of tax in such manner that the total tax for each State and subdivision can readily be ascertained.
Line Kind of Tax BALANCE AT BEGINNING OF YEAR c aa)%sed ! ai%s Adjust-
No. (See instruction 5) Taxes Accrued Prepaid Taxes ring ring ments
(Account 236) (Include in Account 165) ear ear
(a) b (c) (d) (e) )
1
2| FEDERAL TAXES
3
4| INCOME 1,604,407 -13,441,872 -13,191,825 1,262,344 .
5| FUEL TAXES 793 793
6{ FEDERAL INSURANCE 64,654 2,481,263 2,481,334
7] UNEMPLOYMENT 428 10,193 10,339
8
9
10| STATE TAXES:
11
12| INCOME -1,208,913 -86,604 -2,576,780
13{ UNEMPLOYMENT -2,140 17,585 14,951
14| PROPERTY 1,750,000 1,955,725 1,783,470
15| SALES & USE TAXES 196,842 153,649 -283,098
16| FRANCHISE 45 45
17
18
19
20| OTHER:
21
22| PROPERTY 8,697,690 9,720,166 8,864,039 -19,468
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41| TOTAL 11,102,968 810,943 -2,896,732 1,242,876

FERC FORM NO. 1 (ED. 12-96)
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Page 103 of 175
Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. g Danggl?llarﬁilssion E)l\:z’zt/);ég) Endof 2017/
TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued)
5. If any tax (exclude Federal and State income taxes)- covers more then one year, show the required information separately for each tax year,
identifying the year in column (a).
6. Enter all adjustments of the accrued and prepaid tax accounts in column (f) and explain each adjustment in a foot- note. Designate debit adjustments
by parentheses.
7. Do not include on this page entries with respect to deferred income taxes or taxes collected through payroll deductions or otherwise pending
transmittal of such taxes to the taxing authority.
8. Report in columns (i) through (f) how the taxes were distributed. Report in column (1) only the amounts charged to Accounts 408.1 and 409.1
pertaining to electric operations. Report in column (I) the amounts charged to Accounts 408.1 and 109.1 pertaining to other utility departments and
amounts charged to Accounts 408.2 and 409.2. Also shown in column (J) the taxes charged to utility plant or other batance sheet accounts.
9. For any tax apportioned to more than one utility department or account, state in a footnote the basis (necessity) of apportioning such tax.
BALANCE AT END OF YEAR DISTRIBUTION OF TAXES CHARQED A _— Line
(Lac)é%?zr?’? ggusesd (Incrriip,ggc-)rt?:te 1865) (Accounltzl&)%ﬂci 409.1) Efggggﬂﬂ_? :tyog%Ts Earﬂfh’gér?f\'é?ofm f;t;g) Other No.
g) (h) (0] . @ (k) U]
1
2
3
2,616,704 -7,634,080 -5,807,792 4
592 201 5
64,583 1,877,672 603,591 6
282 : 7,507 2,686 7
8
9
10
11
1,281,263 520,667 -607,271] 12
494 12,941 ) 4,644| 13
1,918,994 1,495,231 460,494 14
633,589 31,917 121,732 15
- 34 11| 16
17
18
19
20
21
9,537,610 7,431,462 2,288,704| 22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
16,053,519 3,743,943 -2,933,000| 41

FERC FORM NO. 1 (ED. 12-96) Page 263
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KyPSC Case No. 2018-00261
16(7)(k) Attachment - FERC Form 1
Page 104 of 175

Name of Respondent This Report Is: Date of Report Year/Period of Report
(1) An Origina! (Mo, Da YP)

» Ve, End of 2017/Q4

Duke Energy Kentucky, Inc. @ [T]A Resubmission 04/12/2018 _

ACCUMULA

ED DEFERRED INVESTMENT TAX CREDITS (Account 255)

Report below information applicable to Account 255. Where appropriate, segregate the balances and transactions by utility and
nonutility operations. Explain by footnote any correction adjustments to the account balance shown in column (9)-Inctude in column (i)
the average period over which the tax credits are amortized.

10% and TOTAL)

and show 3%, 4%, 7%,

10

LI\IIT: Stﬁii(?\?}sl?otns salance, Yedinning Deferred for Year Curréni Yoare income Adjustments
(ai (b) Account No. Account No. Amount
(c) (e) (f) ()
1|Electric Utility
: 2|3%
al4%
| 47%
5[10% 23,632 411.4 11,090§
6|30% 190 3,253,589
7|
8|TOTAL 3,253,589
9|Other (List separately
|
|

11

Gas - 3%

12

Gas - 4%

18,277

411.4

3,403

13

Gas - 10%

624,904

411.4

63,948

14

15

TOTAL - Gas

638,181

67,351

16

17|

18

Other - 10%

23,534

411.5

8,911

-14,623

19

20,

TOTAL - Other

23,534

8,911

-14,623

21

22

23|

685,347

3,253,589

87,352

-14,623

24

25

26

27

28

30

31

32

33

34

35

36

37

38

39

40

41

42

43|

44

45

46

47

48

FERC FORM NO. 1 (ED. 12-89)
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Page 105 of 175

Name of Respondent

Duke Energy Kentucky, Inc.

ACCUMULATED D

This Report Is:
(1) An Original
2) I_| A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

EFERRED INVESTMENT TAX CREDITS {Account 255) (continued)

Balance at End
of Year

h

Average Period
of Allocation
to Income

ADJUSTMENT EXPLANATION

Line

No.

12,542

30 Years

3,263,589

25 Years

3,266,131

Olw|Njo|o|H]j@IN]| =

10

11

9,874

46 Years

12

560,956

45 Years

13

14

570,830

15

16

17

33 Years

18

19

20

21

22

3,836,961

23

24

25

26

27

28

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

FERC FORM NO. 1 (ED. 12-89)
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Page 106 of 175

Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) D A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Pericd of Report
End of 2017/Q4

OTHER DEFFERED CREDITS {Account 253)

1. Report below the particulars (details) called for concerning other deferred credits.
2. For any deferred credit being amortized, show the period of amortization.
3. Minor items (5% of the Balance End of Year for Account 253 or amounts less than $100,000, whichever is greater) may be grouped by classes.

Line
No.

Description and Other
Deferred Credits

(@

Balance at
Beginning of Year

)

DEBITS

Contra
Account
(c)

Amount

(d

Credits
(e)

Balance at
End of Year

()

MISO MTEP Accrual

18,287,428

146, 561

3,763,122

785,013

15,309,319

MGP Reserve

670,000

146, 228

194,036

194,036

670,000

Gas Refunds

354,896

191, 431

1,175,849

396,840

-424,113

FTR MTM gains/losses

440,056

175

155,040

285,016

DN ~|WOWIN] =

©

Deferred Revenue -Outdoor Lighting

128,637

Various

144,246

165,899

150,290

—_
(=)

-y
—_

Merger - Related Donation Accrual

165,000

146, 232

165,000

—_
N

-
w

Sch M Tax and S/L for Surplus

32

514

32

IS

Mat'Ls

-
(5]

-y
(=]

Misc Deferred Credits and Other

146

33,864

33,864

-y
~

—
o)

Y
©

n
(=1

N
=

N
nN

N
w

n
S

N
(5

n
(2]

n
~

n
@

n
(=}

w
o

w
harg

w
N

w
w

w
b

w
(5]

w
[}

w
~

W
3]

W
| ©

IS
=]

S
jhiry

~
n

Py
w

S
N

~
(5]

~
»

47

TOTAL

20,046,049

FERC FORM NO. 1 (ED. 12-94)
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5,631,189

1,575,652

15,990,512
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Page 107 of 175
Name of Respondent ?’his Re %rt IS inal I(?\?te I:o)f Rsp)ort Year/Period of Report
n Original 0, Da, Yr End of 2017/Q4
Duke Energy Kentucky, Inc. (2) A Resubmission 04/12/2018 n E—
ACCUMULATED DEFERRED INCOME TAXES - ACCELERATED AMORTIZATION PROPERTY (Account 281)

property.

2. For other (Specify),include deferrals relating to other income and deductions.

1. Report the information called for below concerning the respondentlls accounting for deferred income taxes rating to amortizable

Line Account
No.

(a)

Accelerated Amortization (Account 281)

Electric

Defense Facilities

Balance at

CHANGES DURING YEAR

Beginning of Year

{b)

Amounts Debited Amounts Credited
to Account 410.1 to Account 411.1

()

(d)

Pollution Control Facilities

190,426

309,250

1
2
3
4
5| Other (provide details in footnote):
6
7
8

TOTAL Electric (Enter Total of lines 3 thru 7)
9|Gas
10| Defense Facilities

190,426

309,250

11] Pollution Control Facilities

12| Other (provide details in footnote):

13

14

15| TOTAL Gas (Enter Total of lines 10 thru 14)

16

17| TOTAL (Acct 281) (Total of 8, 15 and 16)
18| Classification of TOTAL
19| Federal Income Tax

190,426

163,970

309,250

266,286

20| State Income Tax

26,456

42,964

21iLocal Income Tax

NOTES

FERC FORM NO. 1 (ED. 12-96)
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FR 16(7)(k) Attachment - FERC Form 1
Page 108 of 175

Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
2) ] A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

ACCUMULATED DEFERRED INCOME TAXES _ ACCELERATED AMORTIZATION PROPERTY (Account 281) (Continued)

3. Use footnotes as required.

CHANGES DURING YEAR ADJUSTMENTS )
Amounts Debited | Amounts Credited Debits Credits Balance at Line
to Account 410.2 | to Account 411.2 Account Armount Account Amount End of Year No.

f Credited Debited
(e) ) () (h) ( (k)

499,676

499,676

wiN|o|lowisrjW]ID]| =

11

12

13

14

15

16

499,676F 17
18
430,256 19

69,4201 20

21

NOTES (Continued)

FERC FORM NO. 1 (ED. 12-86)
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Page 109 of 175

Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
2) D A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

ACCUMULATE

D DEFFERED INCOME TAXES - OTH

ER PROPERTY (Account 282)

subject to accelerated amortization

1. Report the information called for below concerning the respondentls accounting for deferred income taxes rating to property not

2. For other (Specify),include deferrals relating to other income and deductions.

X CHANGES DURING YEAR
Llllr;e. Account Begﬁ,ﬂﬁg"gﬁ}ea, Amounts Debited Amounts Credited
to Account 410.1 to Account 411.1
(a) (b) (c) (d)
1] Account 282 '
2[Electric 189,199,531 4,677,087 v 29,261,257
3|Gas 77,796,496 21,622,555 5,827,745
" :
5| TOTAL (Enter Total of lines 2 thru 4) 266,996,027 56,299,642 35,089,002
6| Other - Non-Utility 51,881,082
7
8
9| TOTAL Account 282 (Enter Total of lines 5 thru 318,877,109 56,299,642 35,089,002
10| Classification of TOTAL 0 - .
11| Federal Income Tax 81,901,253 552, 709,020
12} State Income Tax 36,975,856 7,747,178 6,379,982
13|Local Income Tax

NOTES

FERC FORM NO. 1 (ED. 12-96)
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FR 16(7)(k) Attachment - FERC Form 1

(e)

421,073

(f

(9)

(h)

65,378,467

)

Page 110 of 175
Name of Respondent mis Re| %rt I(s) inal I(?ﬁte Bf R\e(p)ort Year/Period of Report
n Original o, Da, Yr End of 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 naet ———
ACCUMULATED DEFERRED INCOME TAXES - OTHER PROPERTY (Account 282) (Continued)

3. Use footnotes as required.

CHANGES DURING YEAR ADJUSTMENTS ]

Amounts Debited | Amounts Credited Debits Credits Balance at Line

to Account 410.2 | to Account 411.2 Account Amount Account Amount End of Year No.

) Credited Debjted ®)

129,657,96

7

2

79,251 BSO 32,791,935 60,878,622 3
4

500,324 98,170,402 190,536,589 5
24,991,931|BSO -1,233,136) 28,122,287 6

7

8

500,324 24,991,931 96,937,266 218,658,879 9
10

430,815 24,475,645 98,983,80: 178,716,064 11
69,509 516,286 -2,046,53 39,942,814 12
13

NOTES (Continued)

FERC FORM NO. 1 (ED. 12-96)
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Name of Respondent T1his Re %n Is: | Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. EZ; X AnR(ZgSLr:iSSion %71’2?;61:3{) End of 2017/Q4

ACCUMULATED DEFFERED INCOME TAXES - OTHER (Account 283)

1. Report the information called for below concerning the respondentls accounting for deferred income taxes relating to amounts

recorded in Account 283.
2. For other (Specify),include deferrals relating to other income and deductions.

CHANGES DURING YEAR

No. Beginning o Yea (R I T
(2) (b) ) (@
1| Account 283
2{Electric .
3 19,381,034 21,930,040 8,60,71
4
5
]
7
8
9| TOTAL Electric (Total of tines 3 thru 8) 19,381,034 21,930,040 8,630,710
10| Gas
11
12
13
14
15
16
17| TOTAL Gas (Total of lines 11 thru 186) 5,232,389 3,052,378 2,521,257
18] Other - Non-Utility -32,916
19| TOTAL (Acct 283) (Enter Total of lines 9, 17 and 18) 24,580,507 24,982,418 11,151,967
20| Classification of TOTAL
21{Federal Income Tax 21,156,368 21,272,952 9,429,100
22| Gtate Income Tax 3,424,139 3,709,466 1,722,867
23|Local Income Tax

NOTES

FERC FORM NO. 1 (ED. 12-96)
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Page 112 of 175
Name of Respondent mis ReoArt !8 il I(D’\;alte Bf R$p)On Year/Period of Report
n Origina o, Da, Yr Endof  2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 . _

ACCUMULATED DEFERRED INCOME TAXES - OTHER {Account 283) (Continued

3. Provide in the space below explanations for Page 276 and 277. Include amounts relating to insignificant items listed under Other.
4. Use footnotes as required.

CHANGES DURING YEAR ADJUSTMENTS
Amounts Debited | Amounts Credited Debits Credits Balance at Line
to Account 410.2 | to Account411.2 Account Amount Account Amount
f Cregited > Depited Endof vear | Mo

(n) - x)

21,782,350

| Nl bl wwNM] =

10,898,014

21,782,350 9

BSO 1,901,037

3,862,473 11]
12
13
14
15
16
3,862,473 17

5120 18
25,649,943 19

1,901,037
BSO 2,690 40,726
12,801,741

40,726

12,816,674 35,06 20,218,615

-14,933 5,657 5,431,328| 22
23

NOTES (Continued)
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

2) DA Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

OT

HER REGULATORY LIABILITIES (Account 254)

1. Report below the particulars (details) called for concerning other regulatory liabilities, including rate order docket number, if applicable.
2. Minor items (5% of the Balance in Account 254 at end of period, or amounts less than $100,000 which ever is less), may be grouped
by classes.

3. For Regulatory Liabilities being amortized, show period of amortization.

Line
No.

Description and Purpose of
Other Regulatory Liabilities

(a)

Balance at Begining
of Current
Quarter/Year

(b)

DEBITS

Account
Credited

(©) (d)

Amount

Credits

(€)

Balance at End
of Current
Quarter/Year

)

INCOME TAXES

436,402

Various 7,973,085

8,814,178 1,277,495

PENSION COSTS

5,549,676

228.3, 146 1,244,559

527,536! 4,832,653

REG LIAB-EXCESS FED ADIT

Various

1

33,277,803 133,277,803

41

TOTAL

5,986,07!

FERC FORM NO. 1/3-Q (REV 02-04)

Page 278

9,217,644

142,619,617

139,387,951
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Name of Respondent '(I;t;is Re%rt IS inal PN?te Bf R$p)0r1 Year/Period of Report

n Origina 0, Da, Yr End of 2017/Q4

Duke Energy Kentucky, Inc. (2) [JA Resubmission 04/12/2018 naot — =~
ELECTRIC OPERATING REVENUES (Account 400)

1. The foliowing instructions generally apply to the annual version of these pages. Do not report quarterly data in columns (c), (e}, (f}, and (g). Unbilled revenues and MWH
related to unbilled revenues need not be reported separately as required in the annual version of these pages.
2. Report below operating revenues for each prescribed account, and manufactured gas revenues in total.

3. Report number of customers, columns (f} and (g), on the basis of meters, in addition to the number of flat rate accounts; except that where separate meter readings are added
for billing purposes, one customer should be counted for each group of meters added. The -average number of customers means the average of twelve figures at the close of

each month. R
4. Ifincreases or decreases from previous period (columns (c),(e), and (g)), are not derived from previously reported figures, explain any inconsistencies in a footnote.
5. Disclose amounts of $250,000 or greater in a footnote for accounts 451, 456, and 457.2.

Line Title of Account Operating Revenues Year Operating Revenues
No. to Date Quarterly/Annual Previous year (no Quarterly)
(@) (b)
1| Sales of Electricity
2[(440) Residential Sales
3| (442) Commercial and Industrial Sales =
4] Small (or Comm.) (See Instr. 4) 107,308,632 1,67305
5| Large (or Ind.) (See Instr. 4) 50,490,483 53,901,107
6] (444) Public Street and Highway Lighting 1,561,771 1,660,564
71(445) Other Sales to Public Authorities 19,995,417 22,007,137
81(446) Sales to Railroads and Railways
9| (448) Interdepartmental Sales 80,798 55,283
10| TOTAL Sales to Ultimate Consumers 300,925,526 323,767,943
11| (447) Sales for Resale 26,742,669 19,819,697
12| TOTAL Sales of Electricity 327,668,195 343,587,640
13]{Less) {449.1) Provision for Rate Refunds 200,108 1,506,728
14] TOTAL Revenues Net of Prov. for Refunds 327,468,087 342,080,912
15| Other Operating Revenues
16| (450) Forfeited Discounts
171(451) Miscellaneous Service Revenues 306,272 264,558
18] (453) Sales of Water and Water Power 29,458 85,000
19| (454) Rent from Electric Property 1,108,999 985,504
201 (455) Interdepartmental Rents
21} (456) Other Electric Revenues 895,770 1,529,123
221 (456.1) Revenues from Transmission of Electricity of Others 2,822,950 1,724,554
23] (457.1) Regional Control Service Revenues 242,391 214,730
241(457.2) Miscellaneous Revenues 2,034,102 885,740
25
26| TOTAL Other Operating Revenues 7,439,942 5,689,209
27| TOTAL Electric Operating Revenues 334,908,029 347,770,121

FERC FORM NO. 1/3-Q (REV. 12-05)
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Name of Respondent

‘(I'1his Report Is:

Date of Report

Year/Period of Report

An Original (Mo, Da, YT) End of 2017/Q4
Duke Energy Kentucky, Inc. (2) [7]A Resubmission 04/12/2018 —_
ELECTRIC OPERATING REVENUES (Account 400

6. Commercial and industrial Sales, Account 442, may be classified according to the basis of classification (Small or Commercial, and Large or Industrial) regularly used by the
respondent if such basis of classification is not generally greater than 1000 Kw of demand. (See Account 442 of the Uniform System of Accounts. Explain basis of classification

in a footnote.)

7. See pages 108-109, Important Changes During Period, for important new territory added and important rate increase or decreases.

8. For Lines 2,4,5,and 6, see Page 304 for amounts relating to unbilled revenue by accounts.
9. Include unmetered sales. Provide details of such Sales in a footnote.

MEGAWATT HOURS SOLD

AVG.NO. CUSTOMERS PER MONTH

Year to Date Quartery/Annual Amount Previous year (no Quarterly) Current Year (no Quarterly) Previous Year (no Quarterly) Lr\llr:f

(d) (e) () (9 |

1

1,406,689 1,472,994 125,795 124,307 2

3

1,454,877 1,500,730 13,710 13,932 4

801,755 815,042 365 371 5

15,077 15,264 447 446 6

277,956 294,412 956 958 - 7

8

1,136 757 9

3,957,490 4,099,199 141,273 140,014] 10

950,582 573,788 1 1 11

4,908,072 4,672,987 141,274 140,015 12

13

4,908,072 4,672,987 141,274 140,015 14

Line 12, column (b) includes $

Line 12, column (d) includes

2,340,596 of unbilled revenues.
18,313  MWH relating to unbilled revenues

FERC FORM NO. 1/3-Q (REV. 12-05)
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report is:
(1) X An Original
{2) __ A Resubmission

Date of Report
(Mo, Da, Yr)
04/12/2018

Year/Period of Report

2017/Q4

FOOTNOTE DATA

ISchedule Page: 300 Line No.: 17 Column: b B
Green Power Revenue $ 6,800
Jobbing and Contract Work 16,943
Non-Utility Miscellaneous Revenue 99,079
Disconnecting for Non-Pay 183,450
Total $ 306,272
[Schedule Page: 300 Line No.: 17 Column: ¢ H
Non Utility Miscellaneous Revenue $ 89, 541
Jobbing and Contract Work 30,990
Green Power Revenue . 6,153
Disconnecting for Non-Pay 137,874
$§ 264,558
[Schedule Page: 300 Line No.: 21 _Column: b H
RSG Revenue - MISO Make Whole $ 872,225
Sales & Use Tax Collection Fee 600
Data Processing Service 224
Gain/Loss on Sale of M&S 2,088
Other 20,633
Total $ 895,770
[Schedule Page: 300 Line No.: 21 Column: ¢
RSG Rev — MISO Make Whole $ 1,523,491
Other 5,632
$ 1,529,123
[FERC FORM NO. 1 (ED. 12-87) Page 450.1 1
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Name of Respondent T1his Report Is: . Date of Report Year/Period of Report

(1) An Original (Mo, Da, Yr) End of 2017/Q4
Duke Energy Kentucky, Inc. @) DA Resubmission 04/12/2018 - =

REGIONAL TRANSMISSION SERVICE REVENUES (Account 457.1)

1. The respondent shall report below the revenue collected for each service (i.e., control area administration, market administration,
etc.) performed pursuant to a Commission approved tariff. All amounts separately billed must be detailed below.

Lr\llne Description of Service Balance at End of Balance at End of Balance at End of Balance at End of
o.

Quarter 1 Quarter 2 Quarter 3 Year
(@ (b) (c) (d) (e)
Scheduling, System Control and Dispatch 57,936 114,548 191,057 242,391

1
2
3
4
5
6
7
8

46 | TOTAL 57,936 114,548 191,057 242,391
FERC FORM NO. 1/3-Q (NEW. 12-05) Page 302
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Name of Respondent

Duke Energy Kentucky, inc.

This Report Is:
(1) An Original
2) |:| A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

End of

Year/Period of Report

2017/Q4

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each

applicable revenue account subheading.

3. Where the same customers are served under more than one rate schedule in the same revenue account classification (stch as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported

customers.

4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12

if all billings are made monthly).

5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Line
No.

Number and Title of Rale scheaule

@)

MWR Sold
(b)

Hevenue

(c}

Average Number
of Cu(%Somers

KWh ot Sales
Per (%Lgstomer
e

RV Sole”
)

(440) RESIDENTIAL OR

DOMESTIC SALES

RESIDENTIAL SERVICE

SHEET 30 (1)

1,395,232

120,063,573

125,796

11,091

0.0861

SHEET 32 (2)

7
2
3
4
5
6|
7]
8

SHEET 40 (3)

9

SHEET 41 (4)

10

11

OUTDOOR LIGHTING SERVICE

12

SHEET 65 (5)

352

0.1760

13

SHEET 67 (6)

13

14

15

UNBILLED REVENUE

11,455

1,424,487

0.1244

16

17]

TOTAL (440) RESIDENTIAL

1,406,689

121,488,425

125,796

11,182

0.0864

18

19

20]

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

TOTAL Billed

3,939,177

298,584,930,

141,274

27,883

0.0758]

42

Total Unbilled Rev.(See Instr. 6)

18,313

2,340,596

0

0

0.1278

43

TOTAL

3,957,490

300,925,526

141,274

28,013

0.07604

FERC FORM NO. 1 (ED. 12-95)
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Name of Respondent '(I;t;is Re %rt IS inal ?ﬁte Bf Rsp)ort Year/Period of Report
n Original o, Da, Yr 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 Endof __ 7

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues,” Page
300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.

3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported
customers.

4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12
if all billings are made monthly).

5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

I}ilr;e. Number and Il(t; of Rate schedule Mvv(;)bold Rezl;nue A\étfa%%SON#grt;er Egrx?gs%%egr ﬁ:ﬂ%‘%(ﬁ%eoréer

1| COMMERCIAL AND INDUSTRIAL
2
3| RESIDENTIAL SERVICE
4| SHEET 30 (7) 11,086 987,638 1,623 6,831 0.0891
5|
6| DISTRIBUTION SERVICE
7| SHEET 40 (8) 916,498 73,132,143 11,810 77,604 0.0798
8| SHEET 42 (9) 3,615] * 230,665 76 47,566 0.0638
9| SHEET 43 (10) 43 2,110, 1 43,000 0.0491

10 SHEET 44 (11) 6,059 491,458 125 48,472 0.0811

11
12| PRIMARY SERVICE

13| SHEET 45 (12) 4,252 317,484 5 850,400 0.0747
14] .
15 TIME OF DAY DISTRIBUTION
16| SERVICES
17| SHEET 41 (13) 1,051,511 66,398,065' 173 6,078,098 0.0631
18]
19 TIME OF DAY TRANSMISSION
20| SERVICE
21| SHEET 51 (14) 198,059 10,600,122 8| 24,757,375 0.0535
22
231 OUTDOOR LIGHTING SERVICE
24| SHEET 62(15) 3,382 377,979 37| 91,405 0.1118
25| SHEET 65 (16) 5 252 0.0504
26| SHEET 67 8
27
28| TRAFFIC LIGHTING SERVICE

- 29|SHEET 61 (17) 1 40 2 500 0.0400
30
31} STREET LIGHTING SERVICE
32| SHEET 60 (18) 114 40,893 37 3,081 0.3587
33| SHEET 69 (19) 210 28,800 32 6,563 0.1371
34
35
36
37|
38
39
40
41] TOTAL Billed 3,939,177 298,584,930 141,274 27,883 0.0758]
42| Total Unbilled Rev.(See Instr. 6) 18,313 2,340,596 o 0 0.1278
43| TOTAL 3,957,490 300,925,526 141,274 28,013 0.0760

FERC FORM NO. 1 (ED. 12-95) Page 304.1
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Name of Respondent El;r;is Re %rt IS inal E’)\zﬂe Bf R$p)ort Year/Period of Report
n Original ) 0, Da, Yr End of 2017/Q4
Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 naot — —

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues,"” Page
300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.

3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported
customers.

4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12
if all billings are made monthly).

5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue bilied pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Line| Number and Title of Rate schedule MWhR Sold Revenue Average NUMber RWH of Sales FﬁEV € Per
I ’ of Cgs omers Per (%ustomer v?ﬂ‘éo!é
No. @ (b) ©) &) B) )

1
2

3

4| SPECIAL CONTRACTS
S5|METERED (20)
6]
7]
8|

UNMETERED (21)

LOAD MANAGEMENT RIDERS

SHEET 73(22) 56,123 4,397,973 146 384,404 0.0784
10| SHEET 74 (23)

@w

11
12| UNBILLED REVENUE 5,674 793,485 0.1398
13

14| TOTAL (442) COMMERCIAL 2,256,632, 157,799,115 14,075 160,329 0.0699

15

16

17]

18 ‘

19

20

21

22

23

24

25

26

27|

28

29

30

31

32

33

34
35
36

37

38
39

40

1| TOTAL Billed 3,939,177 298,584,930 141,274 27,883 0.0758

42| Total Unbilled Rev.(See Instr. 6) 18,313 2,340,596 0 0 0.1278
43{ TOTAL 3,957,490 300,925,526 141,274 28,013 0.0760]

FERC FORM NO. 1 (ED. 12-95) Page 304.2
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Page 121 of 175
Name of Respondent This Report Is: Date of Report Year/Period of Report

(1) An Original (Mo, Da, Yr) E 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 ndof = 7~

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-301. if the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.

3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported
customers.

4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12
if all billings are made monthly).

5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Lrllr;e. NUmMber and ||(t5 of Rate schedule Mvv(r;)bold Hezlce)nue A\é?lgg(%soan;rgrger Ilg\é\ll'h?gs%%e:r R}%%;Lgaoﬁer
1
2| (444) PUBLIC STREET AND
3| HIGHWAY LIGHTING
4
5|DISTRIBUTION SERVICE
6| SHEET 40 (24) 1,381 112,119 20| 69,050 0.0812
7
8| STREET LIGHTING SERVICE
9| SHEET 60(25) 11,031 1,289,763 280 39,396 0.1169
10| SHEET 66(26) 407| 62,732 0.1541
11| SHEET 68 (27)
12| SHEET 69(28)
13| SHEET 71
14| TRAFFIC LIGHTING SERVICE
15| SHEET 61 (29) 2,258 97,157 147 15,361 0.0430
16
17| UNBILLED REVENUE
18
191 TOTAL (444) PUBLIC STREET 15,077 1,561,771 447| 33,729 0.1036
20
21
22]
23]
24
25
26
27|
28
29
30
31
32
33
34
35
36}
37
38
39|
40
41| TOTAL Billed 3,939,177 298,584,930 141,274 27,883 0.0758]
42| Total Unbilled Rev.(See Instr. 6) 18,313 2,340,596 0 o 0.1278
43| TOTAL 3,957,490 300,925,526 141,274 28,013 0.0760

FERC FORM NO. 1 (ED. 12-95) Page 304.3
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Name of Respondent mis Re %rt I<.§) inal (thallte Bf R$p)0rt Year/Period of Report
n Original 0, Da, Yr d of 2017/Q4
Duke Energy Kentucky, inc. (2) []A Resubmission 04/12/2018 Endof __ — 7~

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues,” Page
300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.

3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported
customers.

4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12
if all billings are made monthly).

5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Line Number and lifle O_T Rﬁt?:-schedule MWh Sold Hevenue Av?rgge Number }é’gh ofs%a}{qe; Fﬁwﬂlgeoﬁer
No. (a) (b) (©) of Ggjomers © i)
1
2| (445) SALES TO OTHER PUBLIC
3| AUTHORITIES
VL
5|RESIDENTIAL SERVICE’
6| SHEET 30 (30) 2 208 0.1030
7 ,
8| DISTRIBUTION SERVICE
9| SHEET 40(31) 108,904 9,221,274 834 130,580 0.0847|
10| SHEET 42(32) 12,412 769,968 ] 29 428,000 0.0620
11| SHEET 43 (33) 270 28,550 14 19,286 0.1057
12| SHEET 44 (34) 189 16,808| 44 4,295 0.0889
13
14| PRIMARY SERVICE
15} SHEET 45 (35) 7,813 534,476 5 1,562,600 0.0684
16|
17| TIME OF DAY DISTRIBUTION
18| SERVICE
19| SHEET 41 (36) 109,175 7,136,626 18 6,065,278 0.0654
20
21| TIME OF DAY TRANSMISSION
22| SERVICE
23| SHEET 51 (37) 36,256 1,987,209 6 6,042,667 0.0548
24
25| OUTDOOR LIGHTING SERVICE
26| SHEET 65 (38) 615 71,815 0.1168
27| SHEET 67 (39)
28

29| SPECIAL CONTRACTS

30| METERED (40)

31

32| LOAD MANAGEMENT RIDERS

33| SHEET 73 (41) 997| 98,785 5 199,400 0.0991

34| SHEET 74 (42)

35| SHEET 61 (43) 139 7,076 1 139,000 0.0509

[4)]

36| SHEET 59

37| UNBILLED REVENUE 1,184 122,624 0.1036

38

39| TOTAL (445) SALES TO OTHER 277,956 19,995,417 956 290,749 0.0719

40| PUBLIC AUTHORITIES

41} TOTAL Billed 3,939,177 298,584,930, 141,274 27,883 0.0758]
421 Total Unbilled Rev.(See Instr. 6) 18,313 2,340,598 0 0 0.1278]
43f TOTAL 3,957,490 300,925,526 141,274 28,013 0.07604

FERC FORM NO. 1 (ED. 12-95) Page 304.4
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Name of Respondent This Report Is: Date of Report Year/Period of Report

(1) An Original (Mo, Da, Yr) E f 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 ndof = 7=

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.

2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-301. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.

3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported
customers. ’

4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12,
if all billings are made monthly).

5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

X Number and Title of Rate schedule MWh Soid Revenue Average Number RWHh of Sales V. er
o of Cgs omers Per? stomer R}?V&Hléeola
No. (a) (b} (© & ) )

(448) INTERDEPARTMENTAL 1,136 80,798 0.0711
SALES (44)

TOTAL (448) INTER-DEPART 1,136 80,798 0.0711
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41l TOTAL Billed 3,939,177 298,584,930 141,274 27,883 0.0758;

421 Total Unbilled Rev.{See Instr. 6) 18,313 2,340,596 [¢ [0 0.127¢

43{ TOTAL 3,957,490 300,925,526 141,274 28,013 0.0760;
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report is:
(1) X An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, Yr)
04/12/2018

Year/Period of Report

2017/Q4

FOOTNOTE DATA

ISchedule Page: 304 Line No.:6 Column: a

All references represent the
from fuel adjustment clause.

$ 5,931,502.47

detail of additional revenue not included in the base rates

\Schedule Page: 304 _Line No.: 12 Column: a H
$9.65 ‘

\Schedule Page: 304 Line No.: 13 Column: a |
$0.19

\Schedule Page: 304.1 _Line No.:4 Column: a l
S 38,785.49

[Schedule Page: 304.1 Line No.:7 Column: a |
$ 3,933,598.52

\Schedule Page: 304.1 Line No.:8 Column: a |
$ 16,680.69

[Schedule Page: 304.1 Line No.: 9 Column: a |
$ 200.22

ISchedule Page: 304.1 Line No.: 10 Column: a |
$ 28,366.54

\Schedule Page: 304.1 Line No.: 13 Column: a ]
§ 19,445.16

[Schedule Page: 304.1 Line No.: 17 Column: a |
$ 4,890,907.95

ISchedule Page: 304.1 Line No.: 21 Column: a |
S 871,855.28

[Schedule Page: 304.1 Line No.: 24 _Column: a ]
$ 15,855.79

[Schedule Page: 304.1 Line No.:25 Column: a |
$ 10.98

[Schedule Page: 304.1 Line No.: 26 Column: a |
$ -0.02

\Schedule Page: 304.1 _Line No.:29 Column: a |
$ 4.70

\Schedule Page: 304.1 Line No.: 32 Column: a |
$ 534.73

\Schedule Page: 304.1 _Line No.: 33 _Column: a |

$ 981.62

\Schedule Page: 304.2

Line No.: 9 Column: a

$ 259,866.72

[FERC FORM NO. 1 (ED. 12-87)

Page 450.1
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

ISchedule Page: 304.3 Line No.:6 Column: a

$ 6,200.57

\Schedule Page: 304.3 LineNo.:9 Column: a |
$ 51,689.08

ISchedule Page: 304.3 Line No.: 10 Column: a ]
$ 1,904.72

|Schedule Page: 304.3 Line No.: 15 Column: a ]
$ 10,616.54

|Schedule Page: 304.4 Line No.:6 Column: a ]
$ 9.70

\Schedule Page: 304.4 Line No.:9 Column: a |
$ 508,195.17

\Schedule Page: 304.4 Line No.: 10 Column: a ]
$ 60,158.90

\Schedule Page: 304.4 Line No.: 11 Column: a |
$ 1,099.58

[Schedule Page: 304.4 Line No.: 12 Column: a |
$ 886.98

|Schedule Page: 304.4 Line No.: 15 Column: a |
$ 36,674.72

\Schedule Page: 3044 Line No.: 19 Column: a |
$ 494,572.58

[Schedule Page: 304.4 Line No.: 23 Column: a |
$ 169,926.90

[Schedule Page: 304.4 LineNo.: 26 Column: a ]

$ 2,879.24

\Schedule Page: 304.4 Line No.: 33 Column: a |
$ 4,753.84

[Schedule Page: 304.4 Line No.:35 Column:a |
$ 591.83 :

IFERC FORM NO. 1 (ED. 12-87) Page 450.2 ]
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Name of Respondent T1his ReoArt IS inal I?\?te Bf Rsport Year/Period of Report
al » Da,

SALES FOR RESALE {Account 447)

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).

2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.

3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning). In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.

LF - for tong-term service. "Long-term” means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.

IF - for intermediate-term firm service. The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.

SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is
one year or less.

LU - for Long-term service from a designated generating unit. "Long-term" means five years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.

IU - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term” means
Longer than one year but Less than five years.

Line Name of Company or Public Authorit Statistical FERC Rate Average Actual Demand (MW)
No. (Fooinote Afations) | Cassl | Scheduleor | Moty Biing | aemge T averase
(a) (b) {c) (d) (e) )
1|PJM Settlements, Inc. (01 MBRT1
2 |PJM Settlements, Inc. AD MBRT1
3 [Wells Fargo Securities 0s NJ
4
5
6
7
8
9
10
11
12
13
14
Subtotal RQ 0 0 0
Subtotal non-RQ 0 0 0
Total 0 0 0
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X] An Original 0, Da, Yr E 2017/Q4
Duke Energy Kentucky, Inc. 2) []A Resubmission 04/12/2018 ndof __=0T7°M

SALES FOR RESALE (Account 447) (Continued)

OS - for other service. use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardiess of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the service in a footnote.

AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years. Provide an explanation in a footnote for each adjustment. '

4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ"
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing. Enter
"Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (8) through (k)

5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.

6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly biliing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)

demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f). Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.

7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser.

8. Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j). Explain in a footnote all components of the amount shown in column (j). Report in column (k)
the total charge shown on bills rendered to the purchaser.

9. The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule. The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23. The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page

401 ,iine 24.

10. Footnote entries as required and provide explanations following all required data.

MegaWatt Hours REVENUE Total (§) Line
Sold Demand$)Charges Energy( $F))harges Other ((é.)sl)qarges (h+i4]) No.
(@ %h) U] ()] (k)

955,702 2,855,340 23,886,578 26,741,918 1

-5,120 9,359 9,359 2

-8,608 -8,608 3

4

5

6

7

8

9

10

11

12

13

14
0 0 0 0 0
950,582 2,855,340 23,887,329 0 26,742,669
950,582 2,855,340 23,887,329 0 26,742,669
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NJ = Non-Jurisdictional Agreement
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

(2) DA Resubmission

Date of Report
(Mo, Da, YT)

04/12/2018

Year/Period of Report
2017/Q4

ELECTRIC OPERATION AND MAINTENANCE EXPENSES

If the amount for previous year is not derived from previously reported figures, explain in footnote.

Line
No.

Account

(@)

cSAmoun or
urrent Year
(b)

1. POWER PRODUCTION EXPENSES

A. Steam Power Generation

Operation

(500) Operation Supervision and Engineering

2,503,811

mount for
vious Yoear

(c)

2,648,859

{501) Fuel

93,476,994

87,429,622

(502) Steam Expenses

12,131,869

11,031,968

(503) Steam from Other Sources

[ooB VR o> {60 B [ 1 V0

(Less) (504) Steam Transferred-Cr.

©w

(505) Electric Expenses

871,079

747,615

e
(=]

(506) Miscellaneous Steam Power Expenses

2,262,237

2,316,551

Y
—_

(507) Rents

—
n

(509) Allowances

19,444

71,078

g
w

TOTAL Operation (Enter Total of Lines 4 thru 12)

111,265,434

—_
S

Maintenance

-
(o]

{510) Maintenance Supervision and Engineering

1,770,161

104,245,694

2,206,196

-
(o))

(511) Maintenance of Structures

4,731,213

2,508,797

-
~

(512) Maintenance of Boiler Plant

5,935,527

9,619,703,

-
o

{513) Maintenance of Electric Plant

1,148,120

1,587,958

-
©

(514) Maintenance of Miscellaneous Steam Plant

2,362,209

4,121,309

ny
(=]

TOTAL Maintenance (Enter Total of Lines 15 thru 19)

15,947,230

20,043,963

n
pars

TOTAL Power Production Expenses-Steam Power (Entr Tot lines 13 & 20)

127,212,664

n
N

B. Nuclear Power Generation

ny
w

Operation

N
=~

(517) Operation Supervision and Engineering

124,289,657

n
(3]

(518) Fuel

n
o

{519) Coolants and Water

N
~

(520) Steam Expenses

n
o]

(521) Steam from Other Sources

N
©

({Less) {522) Steam Transferred-Cr.

[}
(=]

(523) Electric Expenses

w
-

(524) Misceltaneous Nuclear Power Expenses

w
N

(525) Rents

[}
w

TOTAL Operation (Enter Total of lines 24 thru 32)

w
a

Maintenance

w
(3]

{528) Maintenance Supervision and Engineering

w
o2}

(529) Maintenance of Structures

w
by

(530) Maintenance of Reactor Plant Equipment

w
o]

(531) Maintenance of Electric Plant

w
©

(532) Maintenance of Miscellaneous Nuclear Plant

S
(=]

TOTAL Maintenance (Enter Total of lines 35 thru 39)

S
iy

TOTAL Power Production Expenses-Nuc. Power (Entr tot lines 33 & 40)

'S
Ny

C. Hydraulic Power Generation

S
w

Operation

~
N

(535) Operation Supervision and Engineering

'S
[¢4)

(536) Water for Power

S
)

(537) Hydraulic Expenses -

N
)

(538) Electric Expenses

IS
foe]

{539) Miscellaneous Hydraulic Power Generation Expenses

oy
[2e]

(540) Rents

o
o

TOTAL Operation (Enter Total of Lines 44 thru 49)

(3]
pu'y

C. Hydraulic Power Generation {(Continued)

)]
N

Maintenance

o
w

(541) Mainentance Supervision and Engineering

[8:]
»

(542) Maintenance of Structures

(o]
(4]

(543) Maintenance of Reservoirs, Dams, and Waterways

(54
(o2}

(544) Maintenance of Electric Plant

(3]
]

(545) Maintenance of Miscellaneous Hydraulic Plant

5,
oo}

TOTAL Maintenance (Enter Total of lines 53 thru 57)

(34
o

TOTAL Power Production Expenses-Hydraulic Power (tot of lines 50 & 58)
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Name of Respondent

This Report Is:

Date of Report

Year/Period of Report

(1) [X]An Original Mo, Da, Yr
Duke Energy Kentucky, Inc. @ A Restbmission 84/1 2/2018) __2otviad
ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Gontinued)
If the amount for previous year is not derived from previoysly reported figures, explain in footnote.
Line Account é\moun or Amount for
No. urrent Year Previous Year
@ b) (©)
60 | D. Other Power Generation
61 | Operation
62 | (546) Operation Supervision and Engineering 409,170 387,652
63 [(547) Fuel 1,920,479 2,274,241
64 | (548) Generation Expenses 334,915 272,293
65 1(549) Miscellaneous Other Power Generation Expenses 965,092 1,036,079
66 |(550) Rents
67 I TOTAL Operation (Enter Total of lines 62 thru 66) 3,629,656 3,970,265
68 { Maintenance
69 [(551) Maintenance Supervision and Engineering 84,829 43,717
70 {(552) Maintenance of Structures 280,302 458,636
71 |(553) Maintenance of Generating and Electric Plant 2,387,546 2,545,942
72 1(554) Maintenance of Miscellaneous Other Power Generation Plant 296,614 188,372
73 |[TOTAL Maintenance (Enter Total of lines 69 thru 72) 3,049,291 3,236,667
74 | TOTAL Power Production Expenses-Other Power (Enter Tot of 67 & 73) 6,678,947 7,206,932
75 | E. Other Power Supply Expenses -
76 |(555) Purchased Power 31,557,546 41,650,445
771(556) System Control and Load Dispatching 1,246 1,080
78 |(557) Other Expenses 6,225,805 13,422,745
79 | TOTAL Other Power Supply Exp (Enter Total of lines 76 thru 78) 37,784,597 55,074,270
80 | TOTAL Power Production Expenses (Total of lines 21, 41, 59, 74 & 79) 171,676,208 186,570,859
81]2. TRANSMISSION EXPENSES
82 |Operation
- 83 1(560) Operation Supervision and Engineering
84
85 |(561.1) Load Dispatch-Reliability 94,788 04,843
86 [(561.2) Load Dispatch-Monitor and Operate Transmission System 435,117 490,530
87 [({561.3) Load Dispatch-Transmission Service and Scheduling 59,082 68,624
88 [{561.4) Scheduling, System Control and Dispatch Services 1,877,059 1,460,340
89 | (561.5) Reliability, Planning and Standards Development 1,424 470
90 | (561.6) Transmission Service Studies
91 {(561.7) Generation interconnection Studies
92 | (561.8) Reliability, Planning and Standards Development Services 666,832
93 [{562) Station Expenses 111,250 107,358
94 |(563) Overhead Lines Expenses 46,121 16,744
95 [{564) Underground Lines Expenses
96 | (565) Transmission of Electricity by Others 12,797,078 15,553,606
97 [{566) Miscellaneous Transmission Expenses 481,220 629,025
98 | (567) Rents 1,668
99 | TOTAL Operation (Enter Total of lines 83 thru 98) 16,572,760 436,340
100 | Maintenance _
101 {(568) Maintenance Supervision and Engineering
102 | (569) Maintenance of Structures : 8,929 39,988
103 {(569.1) Maintenance of Computer Hardware 615 2,499
104 [ (569.2) Maintenance of Computer Software 97,287 199,640
105 | (569.3) Maintenance of Communication Equipment
106 | (569.4) Maintenance of Miscellaneous Regional Transmission Plant
107 | (570) Maintenance of Station Equipment 335,680 329,419
108 |(571) Maintenance of Overhead Lines 230,761 409,659
109 | (572) Maintenance of Underground Lines
110 | (573) Maintenance of Miscellaneous Transmission Plant
111 | TOTAL Maintenance (Total of lines 101 thru 110) 673,272 981,205
112 | TOTAL Transmission Expenses (Total of lines 99 and 111) 17,246,032 19,417,545
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Name of Respondent '(I;I;is Re| c’z\r‘t Ics):i inal ?N?te gf R$p)0n Year/Period of Report
n Ori o, Da, YT,
Duke Energy Kentucky, Inc. @ [JA Resubmission 04/12/2018 Endof __2077/Q4
ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

If the amount for previous year is not derived from previously reported figures, explain in footnote.

: Line Account cSt\moun or Amount for

i No. urrent Year Previous Year

| (@) () (©)
113 }3. REGIONAL MARKET EXPENSES ‘.
114 | Operation

| 115 {(575.1) Operation Supervision

| 116 | (575.2) Day-Ahead and Real-Time Market Facilitation
117 1(575.3) Transmission Rights Market Facilitation
118 | (575.4) Capacity Market Facilitation
119 |(575.5) Ancillary Services Market Facilitation
120 | (575.6) Market Monitoring and Compliance
121 {(575.7) Market Facilitation, Monitoring and Compliance Services 1,870,407 1,731,904
122 1(575.8) Rents
123 | Total Operation {Lines 115 thru 122) 1,870,407 1,731,904
124 |Maintenance . '
125 |(576.1) Maintenance of Structures and Improvements
126 | (576.2) Maintenance of Computer Hardware
127 |(576.3) Maintenance of Computer Software
128 | (576.4) Maintenance of Communication Equipment
129 1(576.5) Maintenance of Miscellaneous Market Operation Plant
130 | Total Maintenance (Lines 125 thru 129)
131 | TOTAL Regional Transmission and Market Op Expns (Total 123 and 130) 1,870,407 1,731,904
132 |4. DISTRIBUTION EXPENSES
133 | Operation
134 | (580) Operation Supervision and Engineering , s
135 | (581) Load Dispatching 415,686 415,043
136 | (582) Station Expenses 187,322 180,635
137 | (5683) Overhead Line Expenses 171,769 457,035
138 | (584) Underground Line Expenses 405,387 384,842
139 |(585) Street Lighting and Signal System Expenses
140 {(586) Meter Expenses 837,430 423,752
141 1(587) Customer installations Expenses 623,309 1,078,774
142 | (588) Miscellaneous Expenses 2,431,263 2,469,103
143 |(589) Rents -28,173 116,699
144 | TOTAL Operation {Enter Total of lines 134 thru 143) 5,089,374 5,598,933
145 | Maintenance .
146 | (590) Maintenance Supervision and Engineering
147 | (591) Maintenance of Structures 4,020 13,547
148 |(592) Maintenance of Station Equipment 314,089 470,448
149 {(593) Maintenance of Overhead Lines 10,909,894 5,716,388
150 | (594) Maintenance of Underground Lines 621,980 291,514
151 {(595) Maintenance of Line Transformers 457,602 32,259
152 {(596) Maintenance of Street Lighting and Signal Systems 458,640 471,621
153 | (597) Maintenance of Meters 334,384 334,178
154 {(598) Maintenance of Miscellaneous Distribution Plant
155 | TOTAL Maintenance (Total of lines 146 thru 154) 13,100,609 7,329,955
156 { TOTAL Distribution Expenses (Total of lines 144 and 155) 18,189,983 12,928,888
157 |5. CUSTOMER ACCOUNTS EXPENSES
158 | Operation
159 {(901) Supervision 271,798 246,056
160 | (902) Meter Reading Expenses 903,386 844,643
161 1(903) Customer Records and Collection Expenses 4,302,161 4,810,532
162 | (304) Uncollectible Accounts -35,509 316,593
163 | (905) Miscellaneous Customer Accounts Expenses 451 455
164 | TOTAL Customer Accounts Expenses (Total of lines 159 thru 163) 5,442,287 6,218,279,
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Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
2 [ A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

If the amount for previous year is not derived from previously reported figures, explain in footnote.

e Account Ve AL Vear
(a) (b) (c)

165 16. CUSTOMER SERVICE AND INFORMATIONAL EXPENSES

166 | Operation

167 |(907) Supervision

168 |(908) Customer Assistance Expenses 15 53
169 [(909) Informational and Instructional Expenses 4,629 6,539
170 |(910) Miscellaneous Customer Service and Informational Expenses 587,857 666,454
171 | TOTAL Customer Service and Information Expenses (Total 167 thru 170) 592,501 673,046
172 7. SALES EXPENSES v '
173 | Operation

174 [(911) Supervision 1

175 |(912) Demonstrating and Selling Expenses 821,355 850,535
176 {{913) Advertising Expenses 67,260 54,924
177 1(9186) Miscellaneous Sales Expenses

178 | TOTAL Sales Expenses (Enter Total of lines 174 thru 177) 888,616 905,459
179 18. ADMINISTRATIVE AND GENERAL EXPENSES

180 [Operation

181 [{920) Administrative and General Salaries 6,210,773 6,651,391
182 [(921) Office Supplies and Expenses 2,473,918 2,085,251
183 | (Less) (922) Administrative Expenses Transferred-Credit -33 -678
184 [(923) Outside Services Employed 1,818,475 1,552,751
185 }(924) Property Insurance ) 355,729 359,197
186 |(925) Injuries and Damages 1,001,114 884,894
187 |(926) Employee Pensions and Benefits 6,033,202 5,991,967
188 |(927) Franchise Requirements

189 |(928) Regulatory Commission Expenses 698,688 699,890
190 | (929) (Less) Duplicate Charges-Cr. 747,429 671,141
191 |(930.1) General Advertising Expenses 23,812 20,488
192 ](930.2) Miscellaneous General Expenses 618,506 617,665
193 |(931) Rents 991,699 1,160,460
194 | TOTAL Operation (Enter Total of lines 181 thru 193) 9,478,520{ 19,353,491
195 |Maintenance .

196 | (935) Maintenance of General Plant 8,133 ,247
197 | TOTAL Administrative & General Expenses (Total of lines 194 and 196) 19,496,653 19,369,738
198 | TOTAL Elec Op and Maint Expns (Total 80,112,131,156,164,171,178,197) 235,402,687 247,815,718
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Name of Respondent This Report Is: Date of Report Year/Period of Report

1 An Original (Mo, Da, Yr) 2017/Q4
Duke Energy Kentucky, Inc. (2) [JA Resubmission 04/12/2018 Endof 017

PURCHASED POWER (Account 555)
(Including power exchanges)

1. Report all power purchases made during the year. Also report exchanges of electricity (i.e., transactions involving a balancing of
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges.

2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name or use
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller.

3. In column (b}, enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement service must
be the same as, or second only to, the supplierls service to its own ultimate consumers.

!
LF - for long-term firm service. "Long-term" means five years or longer and "firm" means that service cannot be interrupted for
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm service
which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract
defined as the earliest date that either buyer or seller can unilaterally get out of the contract.

IF - for intermediate-term firm service. The same as LF service expect that "intermediate-term" means longer than one year but less
than five years.

SF - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one
year or less.

LU - for long-term service from a designated generating unit. "Long-term” means five years or longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of the designated unit.

1U - for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term” means
longer than one year but less than five years.

EX - For exchanges of electricity. Use this category for transactions involving a'balancing of debits and credits for energy, capacity, etc.
and any settlements for imbalanced exchanges.

OS - for other service. Use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the service in a footnote for each adjustment.

Une || Nameof Gompany or ublio utorty | T | Someucsr | Moy Bl [ verne T et
No. (Footnote Affiliations) cation Tariff Number Demand (MW)  |Monthly NCP Demand Monthly CP Demand
(a) (b) () (d) (e) (f)
1 {East Kentucky Power Cooperative, Inc. oS MBRT1
2 {L'Oreal USA U (1)
3 |PJM Settiements, Inc. [OK] MBRT1
4 |PJM Settiements, Inc. . AD MBRT1
5 |Wells Fargo Securities oS NJ
8
7
8
9
10
11
12
13
14
Total
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Duke Energy Kentucky, Inc. §2; A“Re;'l?l‘)”n":ission é 471'2?:612) Endof  2017/Q4

PU CHA?ED POWER(Account 555% (Continued)
Including power exchanges)

AD - for out-of-period adjustment. Use this code for any accounting adjustments or "true-ups® for service provided in prior reporting
years. Provide an explanation in a footnote for each adjustment.

4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as
identified in column (b), is provided.

5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the
average monthly coincident peak (CP) demand in column (f). For all other types of service, enter NA in columns (d), () and (f). Monthly
NCP demand is the maximum ‘metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand
during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f)
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain.

6. Report in column (g) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange.

7. Report demand charges in column (j), energy charges in column (k), and the total of any other types of charges, including
out-of-period adjustments, in column (1). Explain in a footnote all components of the amount shown in column (1). Report in column (m)
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement
amount for the net receipt of energy. If more energy was delivered than received, enter a negative amount. If the settlement amount (1)
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the
agreement, provide an explanatory footnote.

8. The data in column (g) through (m) must be totalled on the last line of the schedule. The total amount in column (g) must be
reported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 401,
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13.

9. Footnote entries as required and provide explanations following all required data.

POWER EXCHANGES COST/SETTLEMENT OF POWER Line
MegaWatt Hours -
Purchased MegaWatt Hours MegaWatt Hours Demand Charges Energy Charges Other Charges Total (j+k+) No.
u Received Delivered $) ($; %) of Settlement ($)
(9) (h) (i) [0)] (k 0] (m)
441,000 441,000 1
-856) -856 2
958,099 31,246,900 31,246,900 3
-5,890 . ) -153,951 -153,951 4
24,453 24,453 5
6
7
8
9
10
11
12
13
14
952,209 441,000 31,270,497 -153,951 31,557,549
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA ’

\Schedule Page: 326 Line No.: 2 Column: ¢ ]
The number "1" notation designates FERC approved Tariff and/or Rate Schedule as on file
with the Commission. The tariff is applicable to qualifying cogeneration and small power
production facilities.

|Schedule Page: 326 Line No.: 4 Column: | |

($ 258,565.41) -PJM prior period adjustments
$ 74,614.20 -Reclass Reactive Supply from acct 555 to acct 561.4
$ 30,000.00 -PJM attachment fee reversal

($ 153,951.21) .
\Schedule Page: 326 Line No.: 5 Column: ¢
NJ = Non-Jurisdictional Agreement.
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. 8; ﬁnﬁgggéﬁ:ssion o, 2'?20 M Endof  2017/Q4
TRANSMISSTION OF ELECTRICITY FOR OTH S (Account 456.T)
(Including transactions referred to as 'wheeling"
1. Report all transmission of electricity, i.e., wheeling, provided for other electric utilities, cooperatives, other public authorities,
qualifying facilities, non-traditional utility suppliers and ultimate customers for the quarter.
2. Use a separate line of data for each distinct type of transmission service involving the entities listed in column (a), (b) and (c).
3. Report in column (a) the company or public authority that paid for the transmission service. Report in column (b) the company or
public authority that the energy was received from and in column (c) the company or public authority that the energy was delivered to.
Provide the full name of each company or public authority. Do not abbreviate or truncate name or use acronyms. Explaln in a footnote
any ownership interest in or affiliation the respondent has with the entities listed in columns (a), (b) or (c)
4. In column (d) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNO - Firm Network Service for Others, FNS - Firm Network Transmission Service for Self, LFP - "Long-Term Firm Point to Point
Transmission Service, OLF - Other Long-Term Firm Transmission Service, SFP - Short-Term Firm Point to Point Transmission
Reservation, NF - non-firm transmission service, OS - Other Transmission Service and AD - Out-of-Period Adjustments. Use this code
for any accounting adjustments or "true-ups" for service provided in prior reporting periods. Provide an explanation in a footnote for
each adjustment. See General Instruction for definitions of codes.
Line Payment By Energy Received From Energy Delivered To Statist[qal
No. (Company of Pub[ig Authority) (Company of Publjg Authority) (Company of Publfc': Authonty) Cla§S|f|-
(Footnote Affiliation) (Footnote Affiliation) (Footnote Affiliation) cation
(a) (b) (c) (d)
1|PIM 0S8
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
TOTAL

FERC FORM NO. 1 (ED. 12-90) ‘ Page 328
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) | ] A Resubmission

Date of Report
(Mo, Da, Yr)
04/12/2018

Year/Period of Report
End of 2017/Q4

TRANSMISSIO

N OF ELECTRICITY FOR OTHERS (Account 456)(Continued)
(Including transactions reffered to as 'wheeling’

ng)

5. In column (e), identify the FERC Rate Schedule or Tariff Number, On separate lines, list all FERC rate schedules or contract
designations under which service, as identified in column (d), is provided.

6. Report receipt and delivery locations for all single contract path, "point to point" transmission service. In column (f), report the
designation for the substation, or other appropriate identification for where energy was received as specified in the contract. In column
{9) report the designation for the substation, or other appropriate identification for where energy was delivered as specified in the

contract.

7. Report in column (h) the number of megawatts of billing demand that is specified in the firm transmission service contract. Demand
reported in column (h) must be in megawatts. Footnote any demand not stated on a megawatts basis and explain.

8. Report in column (i) and (j) the total megawatthours received and delivered.

FERC Rate
Schedule of

Tariff Number
(e)

Point of Receipt
(Subsatation or Other

Designation)

)

Point of Delivery
(Substation or Other
Designation)

(9)

Billing
Demand
(Mw)
(h)

TRANSFER OF ENERGY

Line

MegaWatt Hours
Rec(e.)ived
i

MegaWatt Hours No.

Delivered
0

W|N|JO|O| | W]NO] =

©

-y
o

ury
iy

-
n

-y
w

—
S

Y
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D

ury
~

ary
[o2]

-
©
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n
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n
N
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w
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~

n
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n
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n
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»
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. g; inR(ngg:ilssion (()'\:71‘2[/);61\? Endof _ 2017/Q4
TRANSMISSION OF ELECTRICITY FOR OTHERS (Account 456) (Confinued)
(Including transactions reffered to as 'wheeling"
9. In column (k) through (n}, report the revenue amounts as shown on bills or vouchers. In column (k), provide revenues from demand
- |charges related to the billing demand reported in column (h). in column (1), provide revenues from energy charges related to the
amount of energy transferred. In column (m), provide the total revenues from all other charges on bills or vouchers rendered, including
out of period adjustments. Explain in a footnote all components of the amount shown in column (m). Report in column (n) the total
charge shown on bills rendered to the entity Listed in column (a). If no monetary settiement was made, enter zero (1101 1) in column
(n). Provide a footnote explaining the nature of the non-monetary settlement, including the amount and type of energy or service
rendered.
10. The total amounts in columns (i) and (j) must be reported as Transmission Received and Transmission Delivered for annual report
purposes only on Page 401, Lines 16 and 17, respectively.
11. Footnote entries and provide explanations following all required data.
. REVENUE FROM TRANSMISSION OF ELECTRICITY FOR OTHERS
Demand Charges Energy Charges (Other Charges) Total Revenues ($) Line
(%) ($) ($) (k+l+m) No.
(k) 0] (m) (n)
48,807 58,642 2,715,501 2,822,950 1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
48,807 | 58,642 2,715,501 2,822,950

FERC FORM NO. 1 (ED. 12-90)
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

ISchedule Page: 328 Line No.: 1 __Column: m ]
PJM Financial Transmission Rights (FTRs)

[FERC FORM NO. 1 (ED. 12-87) Page 450.1 ]
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Year/Period of Report
End of 2017/Q4

Name of Respondent Date of Report

An Original (Mo, Da, Yr)

2) DA Resubmission 04/12/2018
TRANSMISSION OF ELECTRICITY BY OTHERS (Account 565)
(Including transactions referred to as "wheeling")

1. Report all transmission, i.e. wheeling or electricity provided by other electric utilities, cooperatives, municipalities, other public
authorities, qualifying facilities, and others for the quarter.
2. In column (a) report each company or public authority that provided transmission service. Provide the full name of the company,
abbreviate if necessary, but do not truncate name or use acronyms. Explain in a footnote any ownership interest in or affiliation with the
transmission service provider. Use additional columns as necessary to report all companies or public authorities that provided
transmission service for the quarter reported.
3. In column (b) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNS - Firm Network Transmission Service for Self, LFP - Long-Term Firm Point-to-Point Transmission Reservations. OLF - Other
Long-Term Firm Transmission Service, SFP - Short-Term Firm Point-to- Point Transmission Reservations, NF - Non-Firm Transmission
Service, and OS - Other Transmission Service. See General Instructions for definitions of statistical classifications.
4. Report in column (¢) and (d) the total megawatt hours received and delivered by the provider of the transmission service.
5. Report in column (e), (f) and (g) expenses as shown on bills or vouchers rendered to the respondent. In column (e) report the
demand charges and in column (f) energy charges related to the amount of energy transferred. On column (g) report the total of all
other charges on bills or vouchers rendered to the respondent, including any out of period adjustments. Explain in a footnote all
components of the amount shown in column (g). Report in column (h) the total charge shown on bills rendered to the respondent. If no
monetary settlement was made, enter zero in column (h). Provide a footnote explaining the nature of the non-monetary settlement,
including the amount and type of energy or service rendered.
6. Enter "TOTAL" in column (a) as the last line.
7. Footnote entries and provide explanations following all required data.

T1his Report Is:
Duke Energy Kentucky, Inc. )

Line TRANSFER OF ENERGY| EXPENSES FOR TRANSMISSION OF ELECTRICITY BY OTHERS
No. Name of Company or Public | Statistical M%QOELV}’SH' Mar?qalﬂ?“' gﬁ;‘_agg Energy L Total Cost of
Authority (Footnote Affiliations) | Classification Received Delivered ($§J ($? ($)CJ Transgglssmn
@ (b) (c) (d) (e) ) (9) h

1 |Midcontinent ISO LFP 721,000 721,000

2| PJM Interconnection LFP 12,073,798 2,279 12,076,078

3

4

5

6

7

8

9

10

11

12

13

14

15

16

TOTAL 12,073,799 723,279 12,797,078

FERC FORM NO. 1/3-Q (REV. 02-04) Page 332
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

\Schedule Page: 332 Line No.: 1 Column: g ]
Accretion of the MTEP obligation

[FERC FORM NO. 1 (ED. 12-87) Page 450.1
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Name of Respondent Th(i%lﬁort Is:

Duke Energy Kentucky, Inc.

An Original

(2)[[] A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

MISCELLANEOUS GENERAL EXPENSES (Account 930.2) (ELECTRIC)

» Line

No.

Descri?tion
(a

Amount

(b)

Industry Association Dues

40,462

Nuclear Power Research Expenses

Other Experimental and General Research Expenses

5,270

Pub & Dist Info to Stkhldrs...expn servicing outstanding Securities

Oth Expn >=5,000 show purpose, recipient, amount. Group if < $5,000

Business and Service Company Support

455,347

Director's Fees and Expenses

53,385

N[O ||| =

Shareholder's Communications/System

22,956

ISO Conversion Costs

(s}

ry
(=]

Dues and Subscriptions to Various Organizations

20,575

—
-

Account Analysis Reconciliation Adjustments

20,474

—
n

Leased Circuit Charges

37

ry
w

-
'

ry
(3]

ury
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ury
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46 | TOTAL

618,506
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Name of Respondent mis Re c/)\rt Ig inal ([')\jlate Bf F{$p)ort Year/Period of Report

n Original 0, Da, Yr, Endof - 2017/Q4

Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 neer =
DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Account 403, 404, 405)

(Except amortization of aquisition adjustments)

1. Report in section A for the year the amounts for : (b) Depreciation Expense (Account 403; (c) Depreciation Expense for Asset
Retirement Costs (Account 403.1; (d) Amortization of Limited-Term Electric Plant {Account 404); and (e) Amortization of Other Electric
Plant (Account 405).

2. Report in Section 8 the rates used to compute amortization charges for electric plant (Accounts 404 and 405). State the basis used to
compute charges and whether any changes have been made in the basis or rates used from the preceding report year.

3. Report all available information called for in Section C every fifth year beginning with report year 1971, reporting annually only changes
to columns (c) through (g) from the complete report of the preceding year.

Unless composite depreciation accounting for total depreciable plant is followed, list numerically in column (a) each plant subaccount,
account or functional classification, as appropriate, to which a rate is applied. Identify at the bottom of Section C the type of plant
included in any sub-account used. _

In column (b) report all depreciable plant balances to which rates are applied showing subtotals by functional Classifications and showing
composite total. Indicate at the bottom of section C the manner in which column balances are obtained. If average balances, state the
method of averaging used. ‘

For columns (c), (d), and (e) report available information for each plant subaccount, account or functional classification Listed in column
(a). If plant mortality studies are prepared to assist in estimating average service Lives, show in column (f) the type mortality curve
selected as most appropriate for the account and in column (g), if available, the weighted average remaining life of surviving plant. If
composite depreciation accounting is used, report available information called for in columns (b) through (g) on this basis.

4. If provisions for depreciation were made during the year in addition to depreciation provided by application of reported rates, state at
the bottom of section C the amounts and nature of the provisions and the plant items to which related.

A. Summary of Depreciation and Amortization Charges
Depreciation Amortization of
Line Depreciation Expense for Asset Limited Term | Amortization of
N Functional Classification xpense Retirement Costs Electric Plant Other Electric Total -
0. (Account 403) (Account 403.1) (Account 404) Plant {Acc 405)
(a) (b) (c) (d) (e) ®
1{Intangible Plant 1,501,164 1,501,164
2{Steam Production Plant 12,564,231 12,564,231
3|Nuclear Production Plant
4|{Hydraulic Production Plant-Conventional
5{Hydraulic Production Plant-Pumped Storage
6{Other Production Plant 6,292,582 6,292,582
7| Transmission Plant 1,098,117 1,098,117
8| Distribution Plant 11,321,446 11,321,446
9|Regional Transmission and Market Operation
10|General Plant 211,999 498,818 710,817
11]Common Plant-Electric 762,378 401,963 1,164,341
12|TOTAL 32,250,753 2,401,945 34,652,698

B. Basis for Amortization Charges

The rate used to compute amortization charges for intangible electric plant is primarily 20%. No changes have been made in the types of items
included in the base or in the rates used from the preceding reporting year.

The Respondent determines its monthly Provision for Depreciation by the application rates to the previous month-end balance of property capitalized in
each primary

plant account plus property in Account 106 - Completed'in Construction Not Classified.

In 1997, the Respondent adopted vintage year accounting for General Plant accounts in accordance with FERC Accounting Release No. 15.

FERC FORM NO. 1 (REV. 12-03) Page 336
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Name of Respondent T1his Report Is: Date of Report Year/Period of Report

1 An Original {Mo, Da, Yr) End of 2017/Q4
Duke Energy Kentucky, Inc. (2) [JA Resubmission 04/12/2018 E—

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Continued)

C. Factors Used in Estimating Depreciation Charges

Line Dépreciable Estimated Net Applied Mortality Average

No Account No. Plant Base Avg. Service Salvage Depr. rates Curve Remaining
’ (In Thousands) Life (Percent) (Percent) T ?e Life

(a) (b) {c) (d) (e) ?lf (9)

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30
31

32
33
34
35

36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

FERC FORM NO. 1 (REV. 12-03) Page 337
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Name of Respondent This Report is: Date of Report |Year/Period of Report
: (1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
' FOOTNOTE DATA

[Schedule Page: 336 Line No.:2 Column: b H

Duke Energy Kentucky received approval to defer a portion of depreciation exepense related
to assets purchased as part of the East Bend Acquisition. Accordingly, $2,791,735 of

depreciation expense recorded in account 403 related to Steam was deferred to account 182
in 2017.

|Schedule Page: 336 Line No.: 12 Column: e

Duke Energy Kentucky received approval to defer income statement impacts the CCR ARO to a Reg Asset in December
2015. Accordingly, ARO depreciation expense of $8,507,264 related to Fossil was deferred to Account 182 in 2017.

[FERC FORM NO. 1 (ED. 12-87) Page 450.1 ' ]
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

2) DA Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

End of

Year/Period of Report

2017/Q4

REGULATORY COMMISSION EXPENSES

1. Report particulars (details) of regulatory commission expenses incurred during the current year (or incurred in previous years, if
being amortized) relating to format cases before a regulatory body, or cases in which such a body was a party.

2. Report in columns (b) and (c), only the current year's expenses that are not deferred and the current year's amortization of amounts
deferred in previous years.

Line

Description

No. | (Furnish name of regulatory commission or body the Regulatory
docket or case number and a description of the case) Commission

(@)

Assessed by

(b)

Expenses
of
Utility
(c)

Total
Expense for
Current Year
b) . (c)

. Deferred
in Account

82.3
Begi%n%g gtl Year
(e)

Kentucky Public Service Commission Expense

Gas Related

194,195

194,195

Electric Related

698,688

698,688

46| TOTAL

892,883

892,883

FERC FORM NO. 1 (ED. 12-96)
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Name of Respondent

Duke Energy Kentucky, Inc.

M
(2)

This Report [s:

An Original

A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report

REGULATORY COMMISSION EXPENSES (Continued)

3. Show in column (k) any expenses incurred in prior years which are being amortized. List in column (a) the period of amortization.
4. Listin column (f), (@), and (h) expenses incurred during year which were charged currently to income, plant, or other accounts.
5. Minor items (less than $25,000) may be grouped.

EXPENSES INCURRED DURING YEAR

AMORTIZED DURING YEAR

CURRENTLY CHARGED TO

Department

(U]

Accourt
No.

(@

Amount

(h)

Deferred to
Account 182.3

U]

Contra
Account

)} (K

Amount

Deferred in i
Account 182.3 Line
End %f) Year No.

Gas

928

194,195

Electric

928

698,688
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Name of Respondent '(I;r;is Re oArt 18 inal I(:)hfillte Bf R$;:Sort Year/Period of Report
n Original 0, Da, Yr, End of 2017/Q4
Duke Energy Kentucky, Inc. (2) [T]A Resubmission 04/12/2018 naot _— =~

RESEARCH, DEVELOPMENT, AND DEMONSTRATION ACTIVITIES

Classifications:
A. Electric R, D & D Performed Internally:
(1) Generation
a. hydroelectric

ii Other hydroelectric
b. Fossil-fuel steam
¢. Internal combustion or gas turbine
d. Nuclear
e. Unconventional generation
f. Siting and heat rejection
(2) Transmission

a. Overhead
b. Underground
(3) Distribution
(4) Regional Transmission and Market Operation
5) Environment {other than equipment)
6) Other (Classify and include items in excess of $50,000.)
7) Total Cost Incurred
B. Electric, R, D & D Performed Externally:

(
(
{

1. Describe and show below costs incurred and accounts charged during the year for technological research, development, and demonstration (R, D &
D) project initiated, continued or concluded during the year. Report also support given to others during the year for jointly-sponsored projects. (Identify
recipient regardless of affiliation.) For any R, D & D work carried with others, show separately the respondent'’s cost for the year and cost chargeable to
others (See definition of research, development, and demonstration in Uniform System of Accounts).
2. Indicate in column (a) the applicable classification, as shown below:

(1) Research Support to the electrical Research Council or the Electric

Power Research Institute

i. Recreation fish and wildlife
|
\
|
|

Line Classification
No. (a)

Description

(b)

A. Electric R, D & D Performed Internatly:

(3) Distribution

Research & Development Administration Costs

B. Electric R, D & D Performed Externally:

1
2
3
4
5[(7) Total Cost Incurred
6
7
8

91(1) Electric Power Research Institute

Electric Power Research Institute Memberships

Others (less than $50K each)

12](4) Research Support to Others

Others (less than $50K each)

14|(5) Total Cost Incurred

FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Puke Energy Kentucky, Inc & A Resuomisson o4tz Endof | __2017/04
RESEARCH, DEVELOPMENT, AND DEMONSTRATION ACTIVITIES (Continued)
(2) Research Support to Edison Electric Institute
(3) Research Support to Nuclear Power Groups
(4) Research Support to Others (Classify)
(5) Total Cost Incurred
3. Include in column (c) all R, D & D items performed internally and in column (d) those items performed outside the company costing $50,000 or more,
briefly describing the specific area of R, D & D (such as safety, corrosion control, pollution, automation, measurement, insulation, type of appliance, etc.).
Group items under $50,000 by classifications and indicate the number of items grouped. Under Other, (A (6) and B {4)) classify items by type of R, D &
D activity.
4. Shovs)//in column (e) the account number charged with expenses during the year or the account to which amounts were capitalized during the year,
listing Account 107, Construction Work in Progress, first. Show in column (f) the amounts related to the account charged in column (e)
5. Show in column (g) the total unamortized accumulating of costs of projects. This total must equal the balance in Account 188, Research,
Development, and Demonstration Expenditures, Outstanding at the end of the year.
6. If costs have not been segregated for R, D &D activities or projects, submit estimates for columns (c), (d), and (f) with such amounts identified by
"Est."
7. Report separately research and related testing facilities operated by the respondent.
Costs Incurred Intemally | Gosts Incurred Externally AMOUNTS CHARGED IN CURRENT YEAR Unamortized Line
Curre(rés Year Current Year Account Amount Accumulation No.
&) (®) ) ©
1
2
3,923 930.7 3,923 3
4
3,923 3,923 5
6
7
8
572,940 Various 572,940 9
2,173 Various 2,173 10
11
12
13
575,113 575,113 14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
2) ] A Resubmission

Date of Report Year/Period of Report
(Mo, Da, Yr) Endof  2017/Q4
04/12/2018 _—

DISTRIBUTION OF SALARIES AND WAGES

Report below the distribution of total salaries and wages for the year. Segregate amounts originally charged to clearing accounts to
Utility Departments, Construction, Plant Removals, and Other Accounts, and enter such amounts in the appropriate lines and columns
provided. In determining this segregation of salaries and wages originally charged to clearing accounts, a method of approximation

giving substantially correct results may be used.

Line
No.

Classification

(a)

Electric

Operation

Production

Direct Payroli I Aliocation of
istri Payroli charged for
Distribution Clgarin Ac%ounts
C

(b)

Transmission

Regional Market

Distribution

Customer Accounts

[e=B NN KR K6, B E KN NIVE

Customer Service and informational

©

Sales

ry
o

Administrative and General

ury
—y

TOTAL Operation {Enter Total of lines 3 thru 10)

-y
n

Maintenance

-
w

Production

—
S

Transmission

—_
w

Regional Market

—_
»

Distribution

—_
~

Administrative and General

—_
o

TOTAL Maintenance (Total of lines 13 thru 17)

ary
o

Total Operation and Maintenance

ny
o

Production (Enter Total of lines 3 and 13)

n
=

Transmission (Enter Total of lines 4 and 14)

n
N

Regional Market (Enter Total of Lines 5 and 15)

N
w

Distribution (Enter Total of lines 6 and 16)

n
&=

Customer Accounts (Transcribe from line 7)

n
w

Customer Service and Informational (Transcribe from line 8)

n
[+

Sales {Transcribe from line 9)

N
~

Administrative and General (Enter Total of lines 10 and 17)

n
o

TOTAL Oper. and Maint. {Total of lines 20 thru 27)

n
[{e]

Gas

W
o

Operation

w
hary

Production-Manufactured Gas

w
N

Production-Nat. Gas (Including Expl. and Dev.)

w
w

Other Gas Supply

w
>

Storage, LNG Terminaling and Processing

[
w

Transmission

(&
D

Distribution

w
J

Customer Accounts

[
[e:]

Customer Service and Informational

W
(e}

Sales

Y
=)

Administrative and General

N
=

TOTAL Operation (Enter Total of lines 31 thru 40)

S
n

Maintenance

S
(93]

Production-Manufactured Gas

FS
FS

Production-Natural Gas (Including Exploration and Development)

S
(3,

Other Gas Supply

S
>

Storage, LNG Terminaling and Processing

N
3

Transmission
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Name of Respondent
Duke Energy Kentucky, inc.

(1)
(2)

This Report Is:
An Original

A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

DISTRIBUTION OF SALARIES AND WAGES (Continued)

Line
No.

Classification

(a)

Direct Payroll Allocation of

Distribution

(b)

C)

48

Distribution

788,843

49

Administrative and General

50

TOTAL Maint. (Enter Total of lines 43 thru 49)

51

Total Operation and Maintenance

52

Production-Manufactured Gas (Enter Total of lines 31 and 43)

53

Production-Natural Gas (Including Expl. and Dev.) (Total lines 32,

54

Other Gas Supply (Enter Total of lines 33 and 45)

55

Storage, LNG Terminaling and Processing (Total of lines 31 thru

56

Transmission {Lines 35 and 47)

57

Distribution (Lines 36 and 48)

58

Customer Accounts (Line 37)

59

Customer Service and Informational (Line 38)

60

Sales (Line 39)

61

Administrative and General (Lines 40 and 49)

1,393,014

62

TOTAL Operation and Maint. (Total of lines 52 thru 61)

8,343,671

Payroll charged for
Ieanngi Accounts

2,381

Total

8,346,052

63

Other Utility Departments

64

Operation and Maintenance

65

TOTAL All Utility Dept. (Total of lines 28, 62, and 64)

66

Utility Plant

36,543,135

67

Construction {By Utility Departments)

68

Electric Plant

9,978,218

1,049,122

11,027,340

69

Gas Plant

5,006,057

111,017

5,117,074

70

Other (provide details in footnote):

71

TOTAL Construction (Tota! of lines 68 thru 70)

14,984,275

72

Plant Removal (By Utility Departments)

73

Electric Plant

1,967,417

1,160,139

16,144,414

1,067,417]

74

Gas Plant

283,277

283,277

75

Other (provide details in footnote):

76

TOTAL Plant Removal (Total of lines 73 thru 75)

2,250,694

2,250,694

77

Other Accounts (Specify, provide details in footnote):

1,646,122

1,646,122

78

79

80

81

82

83

84

85

86

87

88

89

90

91

92

93

94

95

TOTAL Other Accounts

1,646,122

1,646,122

9

o2

TOTAL SALARIES AND WAGES

55,424,226

1,407,173

56,831,399

FERC FORM NO. 1 (ED. 12-88)
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

\Schedule Page: 354 Line No.: 77 Column: b H
Projects For Duke's Subsidiaries & Merchandising $ 25,462
Other Work in Progress 588, 855
Other Accounts 1,031,805
Total $ 1,646,122

[FERC FORM NO. 1 (ED. 12-87) Page 450.1 |
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) X] An Original
(2) O A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report

End of 2017/Q4

COMMON UTILITY PLANT AND EXPENSES

1. Describe the property carried in the utility's accounts as common utility plant and show the book cost of such plant at end of year classified by
accounts as provided by Plant Instruction 13, Common Utility Plant, of the Uniform System of Accounts. Also show the allocation of such plant costs to
the respective departments using the common utility plant and explain the basis of allocation used, giving the allocation factors.

2. Fumish the accumulated provisions for depreciation and amortization at end of year, showing the amounts and classifications of such accumuiated
provisions, and amounts allocated to utility departments using the Common utility plant to which such accumulated provisions relate, including
explanation of basis of allocation and factors used.
3. Give for the year the expenses of operation, maintenance, rents, depreciation, and amortization for common utility plant classified by accounts as
provided by the Uniform System of Accounts. Show the allocation of such expenses to the departments using the commeon utility plant to which such
expenses are refated. Explain the basis of allocation used and give the factors of allocation.

4. Give date of approval by the Commission for use of the common utility plant classification and reference to order of the Commission or other
authorization.

1.

303
370
389
390
391

392
393
394
395
397
398

COMMON UTILITY PLANT
COMMON PLANT IN SERVICE

Bal. Beg. of

Misc. Intangible Plant
Common AMI Meters

Land and Land Rights
Struct & Improvements
Office Furniture & Equipment
Electronic Data Procéssing
Transportation Equipment
Stores Equipment

Tools, Shop & Garage Equip
Laboratory Equipment
Communication Equipment

Miscellaneous Equipment

Total Common Plt in Service

CWIpP

Total Common Plant in Ser.

Gas Department 27.16%
Electric Department 72.84%
100.00%

22,332,072
154,249
11,408,937
67,899
807,217

127,324

7,755,235
41,504

42,694,437

312,406

43,006,843 850,623

12,568,483
33,707,226
46,275,709

Add Retirements Known Adj

-] —_
89,553 -
687,664 -

850,623 (5,436)

ALLOCATION OF COMMON PLANT TO UTILITY DEPARTMENTS (1)
Summary by Account Estimated as of 12/31/2017

(5,436)

2,423,679

2,423,679 -

(1) The percentages used to allocate Common Plant to utility departments are the weighted average resulting
from the application of allocation factors to the investment based on Gross Plant as of 12/31/2017.

Transfers Balance YE

22,332,072
154,248
11,498,490
755,564
807,217

121,888

7,828,641
41,504

43,539,624

2,736,085

46,275,709

FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent This Report Is:

Duke Energy Kentucky, Inc. (1) An Original

(2) ] A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report

End of 2017/Q4

COMMON UTILITY PLANT AND EXPENSES

1. Describe the property carried in the utility's accounts as commaon utility plant and show the book cost of such plant at end of year classified by
accounts as provided by Plant Instruction 13, Common Utility Plant, of the Uniform System of Accounts. Also show the aliocation of such plant costs to
the respective departments using the common utility plant and explain the basis of ailocation used, giving the allocation factors.

2. Furnish the accumulated provisions for depreciation and amortization at end of year, showing the amounts and classifications of such accumulated
provisions, and amounts allocated to utility departments using the Common utility plant to which such accumulated provisions relate, including

explanation of basis of allocation and factors used.

3. Give for the year the expenses of operation, maintenance, rents, depreciation, and amortization for common utility ptant classified by accounts as
provided by the Uniform System of Accounts. Show the allocation of such expenses to the departments using the common utility plant to which such
expenses are related. Explain the basis of allocation used and give the factors of allocation.

4. Give date of approval by the Commission for use of the common utility plant classification and reference to order of the Commission or other

authorization.

2. ACCUMULATED PROVISION FOR DEPRECIATION AND AMORTIZATION OF COMMON UTILITY PLANT

Summary by Account Estimated as of 12/31/2016

Depreciation provision for the year charged to:

(403) Depreciation expense (1) 1,025,252
(404) Amortization - Limited Term Plant 744,831
Net Charges for Plant Retired:
Book Cost of Plant Retired (5,436
Cost of Removal (24,492)
Salvage (Credit) -
Other Items:
Transfers & Adjustments (294, 674)

Balance - End of the Year 38,204,423

ALLOCATION OF COMMON PLANT TO UTILITY DEPARTMENTS
Summary by Account Estimated as of 12/31/2017

(3)

Allocation

Department
Gas 27.16%
Electric 72.84%
Total 100.00%
Allocation
Department Percent
Gas 27.16%
Electric 72.84%
Total 100.00%

METHOD OF DETERMINATION OF DEPRECIATION & AMORTIZATION

of Common Plant to Utility Departments - CWIP

Rounded Percentage

of Common Plant to Utility Departments - Combined & CWIP

36,758,942

1,770,083

(29,928)

(294,674)

Alloc Amount

743,121 =312,406 * 28%
1,992,964 =312,406 * 72%
2,736,085 above

Alloc Amount

12,568,483 =43,006,843 * 28%
33,707,226 =43,006,843 * 72%
46,275,709 above

FERC FORM NO. 1 (ED. 12-87)
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) X] An Original
(2) [ A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

04/12/2018 20174

COMMON UTILITY PLANT AND EXPENSES

1. Describe the property carried in the utility's accounts as common utility plant and show the book cost of such plant at end of year classified by
accounts as provided by Plant Instruction 13, Common Utility Plant, of the Uniform System of Accounts. Also show the allocation of such plant costs to
the respective departments using the common utility plant and explain the basis of allocation used, giving the allocation factors.

2. Fumish the accumulated provisions for depreciation and amortization at end of year, showing the amounts and classifications of such accumulated
provisions, and amounts allocated to utility departments using the Common utility plant to which such accumulated provisions relate, including
explanation of basis of allocation and factors used.

3. Give for the year the expenses of operation, maintenance, rents, depreciation, and amortization for common utility plant classified by accounts as
provided by the Uniform System of Accounts. Show the allocation of such expenses to the departments using the common utility plant to which such
expenses are related. Explain the basis of allocation used and give the factors of allocation.

4. Give date of approval by the Commission for use of the common utility plant classification and reference to order of the Commission or other
authorization.

Common Plant in Service Rate (4)
Miscellaneous Intangible Plant Note (2)
Leased Meters 5.61%
Structures and Improvements 4.38%
Office Furniture and Equipment 12.36%
Electronic Data Processing Equipment 20.00%
Stores Equipment 48.47%
Tools, Shop & Garage Equipment 6.27%
Laboratory Eguipment Note (5) .
Communication Equipment ) 13.62%
Miscellaneous Equipment 6.65%

(1) Classification of Account 106, Completed Construction Not Classified, included in the Additions column.
(2) Represents reclassification between utility departments and primary plant accounts.

(3) The percentages used to allocate Common Plant to utility departments are the weighted averages resulting
from the application of allocation factors to the investment based on Gross Plant as of 12/31/2017.

(1) The Respondent determines its monthly provision for depreciation by the application of rates to the
previous month's balance of property capitalized in each primary plant account plus total Account 106 -
Completed Construction Not Classified.

(2) The Respondent amortized its investment in Miscellaneous Intangible Plant equally over 60 months for
certain projects and 120 months for other projects.

(3) The percentages used to allocate the Common Plant Accumulated Provision for Depreciation balances to
utility departments are the weighted averages resulting from the application of allocation factors to the
balance of Common Plant Accumulated Provision at 12/31/2017. These factors are based on Gross Plant as of
12/31/2017.

(4) In 1997, the Respondent adopted vintage year accounting for general plant accounts in accordance with
FERC Accounting Release No. 15.

(5) The respondent amortized its investment in Transportation Equipment over the estimated lives of the

individual assets.

3. COMMON UTILITY PLANT EXPENSE ACCOUNTS

Common utility plant expense accounts are not maintained, but such expenses are allocated to gas and

electric departments principally on one or more of the following bases:

Floor space utilized for buildings and office equipment
General labor - total company

Number of gas and electric customers

FERC FORM NO. 1 (ED. 12-87) Page 356.2
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Name of Respondent This Report Is: Date of Report
Duke Energy Kentucky, Inc. (1) X] An Original (Mo, Da, Yr)
[[] A Resubmission 04/12/2018

Year/Period of Report

End of 2017/Q4

COMMON UTILITY PLANT AND EXPENSES

explanation of basis of allocation and factors used.

expenses are related. Explain the basis of allocation used and give the factors of allocation.

authorization.

1. Describe the property carried in the utility's accounts as common utility plant and show the book cost of such plant at end of year classified by
accounts as provided by Plant Instruction 13, Common Utility Plant, of the Uniform System of Accounts. Also show the allocation of such plant costs to
the respective departments using the common utility plant and explain the basis of allocation used, giving the allocation factors.

2. Fumnish the accumulated provisions for depreciation and amortization at end of year, showing the amounts and classifications of such accumulated
provisions, and amounts allocated to utility departments using the Common utility plant to which such accumulated provisions relate, including

3. Give for the year the expenses of operation, maintenance, rents, depreciation, and amortization for common utility plant classified by accounts as
provided by the Uniform System of Accounts. Show the allocation of such expenses to the departments using the common utility plant to which such

4. Give date of approval by the Commission for use of the common utility plant classification and reference to order of the Commission or other

IT operations
Number of customers

Three factor formula

4, COMMISSION APPROVAL

permission to use the common plant accounts.

Prior to establishment of original cost, Messrs. Brenner and Eilers of the respondent and Campbell and
Schwartz from Columbia System met with Mr. Smith of the Federal Power Commission to discuss amongst other
things, the Federal Power Commission's permission to use the Common Utility Plant accounts. It was pointed
out by the representatives of the respondent that because of the nature of the respondent's operations it
was impossible and impractical to assign certain types of equipment directly to either gas or electric

utility plant. Because of the facts presented, Mr. Smith gave the respondent's representatives verbal

FERC FORM NO. 1 (ED. 12-87) Page 356.3
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

2) DA Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of

2017/Q4

AMOUNTS INCLUDED IN ISO/RTO SETTLEMENT STATEMENTS

1. The respondent shall report below the details called for concerning amounts it recorded in Account 555, Purchase Power, and Account 447, Sales for
Resale, for items shown on ISO/RTO Settlement Statements. Transactions should be separately netted for each ISO/RTO administered energy market
for purposes of determining whether an entity is a net seller or purchaser in a given hour. Net megawatt hours are to be used as the basis for determining
whether a net purchase or sale has occurred. In each monthly reporting period, the hourly sale and purchase net amounts are to be aggregated and

separately reported in Account 447, Sales for Resale, or Account 555, Purchased Power, respectively.

Line
No.

Description of ltem(s)

(a)

Balance at End of
Quarter 1

(b)

Balance at End of
Quarter 2

(c)

Balance at End of
Quarter 3

(d

Balance at End of
Year

(e)

Energy

Net Purchases {(Account 555)

2,678,496

9,691,180

22,008,828

30,951,126

Net Sales (Account 447)

6,694,065

13,057,307

18,079,780

25,868,913

Transmission Rights

56,270

301,835

1,451,876

2,715,501

Ancillary Services

Other ltems (list separately)

Ancillary Services (account 555)

75,523

77,488

105,909

141,823

Ancillary Services (account 447)

204,908

489,912

754,055

882,365

46

TOTAL

9,709,262

23,617,722

42,400,448

60,559,728

FERC FORM NO. 1/3-Q (NEW. 12-05)
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Name of Respondent El;l;is Re cz\rt I(s) inal (E)'\;alte Bf Rsp)ort Year/Period of Report
n Original 0, Va, YT, End of 2017/Q4
Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 ndot =

PURCHASES AND SALES OF ANCILLARY SERVICES

Report the amounts for each type of ancillary service shown in column (a) for the year as specified in Order No. 888 and defined in the
respondents Open Access Transmission Tariff.

In columns for usage, report usage-related billing determinant and the unit of measure.
{1) On line 1 columns (b), (c), (d), (e), {f) and (g) report the amount of ancillary services purchased and sold during the year.

(2) On line 2 columns (b} (c), (d), (e), (f), and (g) report the amount of reactive supply and voltage contro! services purchased and sold
during the year.

{3) On line 3 columns (b) (c), (d), (e), (f), and (g) report the amount of regulation and frequency response services purchased and sold
during the year.

(4) On line 4 columns (b), (c), (d), (e), (f), and (g) report the amount of energy imbalance services purchased and sold during the year.

(5) On lines 5 and 6, columns (b}, (c), (d), (e), (f), and (g) report the amount of operating reserve spinning and supplement services
purchased and sold during the period.

(6) On line 7 columns (b), (c), (d), (e), (f), and (g) report the total amount of all other types ancillary services purchased or sold during
the year. Include in a footnote and specify the amount for each type of other ancillary service provided.

Amount Purchased for the Year Amount Sold for the Year

Usage - Related Billing Determinant Usage - Related Billing Determinant

Unit of Unit of
Lind Type of Ancillary Service Number of Units Measure Dollars Number of Units Measure Dollars

No, (a) (b) (c) (d (e) () (9

—

Scheduling, System Control and Dispatch 803,995 242,391

Reactive Supply and Voltage

Regulation and Frequency Response

Energy Imbalance

Operating Reserve - Supplement

Other

2
3
4
5|Operating Reserve - Spinning
6
7
8

Total (Lines 1 thru 7) 803,995 B 242,391

FERC FORM NO. 1 (New 2-04) Page 398
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Name of Respondent This Report is: Date of Report | Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) _ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

|Schedule Page: 398 Line No.: 1 Column: g il

Revenues from PJM.

[FERC FORM NO. 1 (ED. 12-87) Page 450.1 ]
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Name of Respondent El;r;is Re %rt IS inal (DMate Bf R$p)ort Year/Period of Report
n Original o, Da, Yr)
Duke Energy Kentucky, Inc. @ A ResSbmission 04/12/2018 End of _M
ELECTRIC ENERGY ACCOUNT

Report below the information called for concerning the disposition of electric energy generated, purchased, exchanged and wheeled during the year.

Line Item MegaWatt Hours Line Item MegaWatt Hours
No. No.
(a) (b) (a) (b)
1]SOURCES OF ENERGY : 21|DISPOSITION OF ENERGY
2}Generation (Excluding Station Use): 22|Sales to Ultimate Consumers {Including
3|Steam ,269,696] Interdepartmental Sales)
4|Nuclear 23|Requirements Sales for Resale (See
5|Hydro-Conventional instruction 4, page 311.)
6|Hydro-Pumped Storage 24|Non-Requirements Sales for Resale (See 950,582
7|Other 13,201 instruction 4, page 311.)
8{Less Energy for Pumping 25(Energy Furnished Without Charge
9{Net Generation (Enter Total of lines 3 4,282,897] 26|Energy Used by the Company (Electric 684
through 8) Dept Only, Excluding Station Use)
10|Purchases 952,200] 27|Total Energy Losses 326,350
11|{Power Exchanges: ' TOTAL (Enter Total of Lines 22 Through 5,235,106
12{Received 27) (MUST EQUAL LINE 20)
13|Delivered
14|Net Exchanges {Line 12 minus line 13)
15| Transmission For Other (Wheeling)
16|Received
17]Delivered
18]Net Transmission for Other (Line 16 minus
) line 17)
19| Transmission By Others Losses
20| TOTAL (Enter Total of lines 9, 10, 14, 18 5,235,106
and 19)
Page 401a

FERC FORM NO. 1 (ED. 12-90)
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Name of Respondent This Report Is: Date of Report Year/Period of Report

(1) An Original (Mo, Da, Yr) f 2017/Q4
Duke Energy Kentucky, Inc. () []A Resubmission 04/12/2018 Endof =77

MONTHLY PEAKS AND OUTPUT
1. Report the monthly peak load and energy output. If the respondent has two or more power which are not physically integrated, furnish the required
information for each non- integrated system.
2. Report in column (b) by month the systemls output in Megawatt hours for each month.
3. Report in column (c) by month the non-requirements sales for resale. Include in the monthly amounts any energy losses associated with the sales.
4. Report in column (d) by month the systemls monthly maximum megawatt load (60 minute integration) associated with the system.
5. Report in column (e) and (f) the specified information for each monthly peak load reported in column (d).

NAME OF SYSTEM:

No. Month Total Monthly Energy Associated Losses Megawatts (See Instr. 4) Day of Month Hour
(a) (b) () (d) (e) (f)

29|January 434,305 62,919 683 6 1800
30| February 367,045 54,891 623 9 2000
31|March 510,528 - 163,016 640 15 700
32| April 399,713 90,077 588 26 1600
33|May 382,355 : 41,308 698 19 1400
34|June 484,440 103,202 773 12 1600
35|July 446,461 13,107 805 19 1600
36| August 429,599 19,718 805 17 1400
37| September 463,622 118,048 738 21 1600
38| October 413,031 98,388 607 4 1600
39| November 389,331 54,397 566 20 800
40| December 514,676 131,511 681 27 2000
41 TOTAL 5,235,106 950,582

FERC FORM NO. 1 (ED. 12-90) Page 401b
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. ( An Ong|na¥ . (Mo, Da, ¥r) 2017/Q4
. (2) [JA Resubmission 04/12/2018 Endof =0 7742
STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Piants)
1. Report data for plant in Service only. 2. Large plants are steam plants with installed capacity (name plate rating) of 25,000 Kw or more. Report in
this page gas-turbine and internal combustion plants of 10,000 Kw or more, and nuclear plants. 3. Indicate by a footnote any piant leased or operated
as a joint facility. 4. If net peak demand for 60 minutes is not available, give data which is available, specifying period. 5. If any employees attend
more than one plant, report on line 11 the approximate average number of employees assignable to each plant. 6. If gas is used and purchased on a
therm basis report the Btu content or the gas and the quantity of fuel burned converted to Mct. 7. Quantities of fuel burned (Line 38) and average cost
per unit of fuel burned (Line 41) must be consistent with charges to expense accounts 501 and 547 (Line 42) as show on Line 20. 8. if more than one
fuel is burned in a plant furnish only the composite heat rate for all fuels burned.
Line Item Plant Plant
No. Name: EAST BEND Name: MIAMI FORT 6
(@ (b) (c)
1 |Kind of Plant (Internal Comb, Gas Turb, Nuclear Steam Steam
2 | Type of Constr {Conventional, Outdoor, Boiler, etc) Conventional Conventional
3 | Year Originally Constructed 1981 1960
4 |Year Last Unit was Installed 1981 1960
5 |Total Installed Cap (Max Gen Name Plate Ratings-MW) 768.00 168.00
6 |[Net Peak Demand on Plant - MW {60 minutes) 622 0
7 |Plant Hours Connected to Load 7777 0
8 |[Net Continuous Plant Capability (Megawatts) 0 0
9 | When Not Limited by Condenser Water 600 0
10 | When Limited by Condenser Water 600 0
11 |Average Number of Employees 94 0
12 [Net Generation, Exclusive of Plant Use - KWh 4269696000 0
13 {Cost of Plant: Land and Land Rights 7047301 0
14 | Structures and improvements 112259483 0
15| Equipment Costs 632145715 0
16| Asset Retirement Costs 46051135 0
17| Total Cost 797503634 0
18 |Cost per KW of Installed Capacity (line 17/5) Including 1038.4162 0.0000
19 [Production Expenses: Oper, Supv, & Engr 2503805 0
20| Fuel 91738285 0
21 | Coolants and Water (Nuclear Plants Only) 0 0
22| Steam Expenses 12126704 0
23 | Steam From Other Sources 0 0
24} Steam Transferred (Cr) 0 0
25 | Electric Expenses 871079 0
26 | Misc Steam (or Nuclear) Power Expenses 2262227 0
27 | Rents 0 0
28 | Allowances 0 0
29 | Maintenance Supervision and Engineering 1770161 0
30 | Maintenance of Structures 4731254 -41
31 | Maintenance of Boiler {or reactor) Plant 5935527 0
32 | Maintenance of Electric Plant 1145499 2621
33 | Maintenance of Misc Steam (or Nuclear) Plant 2364123 -1914
34| Total Production Expenses 125448664 666
35| Expenses per Net KWh 0.0294 0.0000
36 |Fuei: Kind (Coal, Gas, Oil, or Nuclear) Coal Oil
37 | Unit {Coal-tons/Qil-barrel/Gas-mcf/Nuclear-indicate) Tons Barrels
38 | Quantity {(Units) of Fuel Burned 1893889 0 19405 0 0 0
39| Avg Heat Cont - Fuel Burned (btu/indicate if nuclear) 12315 0 139050 0 0 0
40 | Avg Cost of Fuel/unit, as Delvd f.0.b. during year 47.169 0.000 79.032 0.000 0.000 0.000
41| Average Cost of Fuel per Unit Burned 47.670 0.000 75.089 0.000 0.000 0.000
42 | Average Cost of Fuel Burned per Million BTU 1.936 0.000 12.857 0.000 0.000 0.000
43 | Average Cost of Fuel Burned per KWh Net Gen 0.021 0.000 0.000 0.000 0.000 0.000
44| Average BTU per KWh Net Generation . 10925.000 {0.000 10925.000 0.000 0.000 0.000

FERC FORM NO. 1 (REV. 12-03) Page 402



KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 1
Page 163 of 175

Name of Respondent T1his Re %rt I(% inal DN?te Bf R$pon Year/Period of Report
Duke Energy Kentucky, Inc. EZ; - A Rosooission é o2/ 8') Endof  2017/Q4
STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)(Continued)
9. ltems under Cost of Plant are based on U. S. of A. Accounts. Production expenses do not include Purchased Power, System Control and Load
Dispatching, and Other Expenses Classified as Other Power Supply Expenses. 10. For IC and GT plants, report Operating Expenses, Account Nos.
547 and 549 on Line 25 "Electric Expenses," and Maintenance Account Nos. 553 and 554 on Line 32, "Maintenance of Electric Plant.” Indicate plants
designed for peak load service. Designate automatically operated piants. 11. For a plant equipped with combinations of fossil fuel steam, nuclear
steam, hydro, internal combustion or gas-turbine equipment, report each as a separate plant. However, if a gas-turbine unit functions in a combined
cycle operation with a conventional steam unit, inciude the gas-turbine with the steam plant. 12. If a nuclear power generating plant, briefly explain by
footnote (a) accounting method for cost of power generated including any excess costs attributed to research and development; (b) types of cost units
used for the various components of fuel cost; and (c) any other informative data concerning plant type fuel used, fuel enrichment type and quantity for the
report period and other physical and operating characteristics of plant.
Plant Plant Plant Line
Name: WOODSDALE GT Name: Name: No.
(d) (e) U]
Combustion Turbine 1
Conventional 2
1992 3
1993 4
572.00 0.00 0.00 5
447 0 0 6
257 0 0 7
0 0 0 8
564 0 0 9
476 0 0y 10
24 0 0} 11
13301000 0 0f 12
3491608 0 0f 13
36423383 0 0} 14
268326879 0 0 15
0 0 0} 16
308241870 0 0} 17
538.8844 0 0 18
409176 0 0] 18
1909493 0 0| 20
0 0 0 21
340081 0 0] 22
0 0 0} 23
0 0 0| 24
965092 0 0| 25
10 0 0| 26
0 0 of 27
0 0 0| 28
84829 0 0] 29
280015 0 0] 30
0 0 0] 31
2387546 0 0] 32
296614 0 0] 33
6672856 0 0] 34
0.5017 0.0000 0.0000| 35
Gas Propane 36
Mcfs - Barrels 37
465107 0 6103 1} 0 0 0 0 0 38
1 0 91709 0 0 0 0 0 0 39
3.610 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 40
3.610 0.000 37.730 0.000 0.000 0.000 0.000 0.000 0.000 41
3.512 0.000 9.795 0.000 0.000 0.000 0.000 0.000 0.000 42
0.127 0.000 0.017 0.000 0.000 0.000 0.000 0.000 0.000 43
38000.000 0.000 38000.000 0.000 0.000 0.000 0.000 0.000 0.000 44
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report is:
(1) X An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, Yr)
04/12/2018

Year/Period of Report

2017/Q4

~ FOOTNOTE DATA

\Schedule Page: 402 Line No.: 1 Column: b

Effective 12-30-14, East Bend is owned 100% by Duke Energy Kentucky, Inc. Prior to that, East Bend was commonly
owned by Duke Energy Kentucky, Inc. and the Dayton Power and Light Company with undivided interest of 69% and 31%
respectively. Fuel expenses were shared on the basis of energy usage and other expenses were shared on an ownership

basis.

|Schedule Page: 402 Line No.: 1 Column: ¢

Miami Fort U6 retired 2015.

\Schedule Page: 403 Line No.: 1 Column: d

The "Kind of Plant" description was updated in Q4 2016 to better reflect the plant's

generation classification.

\Schedule Page: 402 Line No.: 5 Column: b

The name plate rating is the actual name plate capacity that is determined by the
generator's manufacturer and indicates the maximum output a generator can produce.

\Schedule Page: 402 Line No.: 5 Column: c

Miami Fort U6 retired 05/31/2015.

- |Schedule Page: 403 _Line No.: 5 Column: d

The name plate rating is the actual name plate capacity that is determined by the
generator's manufacturer and indicates the maximum output a generator can produce.

[Schedule Page: 402 Line No.:9 Column: ¢

Miami Fort U6 retired 05/31/2015.

[Schedule Page: 402 Line No.: 10 Column: ¢

Miami Fort 6 has no employees. Miami Fort U6 retired 05/31/2015.

[Schedule Page: 402 Line No.: 11 Column: ¢

Miami Fort 6 has no employees. All employees at Miami Fort are non-regulated. Miami Fort U6 retired 05/31/2015.

ISchedule Page: 402 Line No.: 20 Column: b

Excludes coal handling, sale of fly ash, and other miscellaneous cost of $1,738,709.

[Schedule Page: 403 LineNo.: 20 Column:d

Excludes natural gas handling cost of $10,986.
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Name of Respondent This Report Is: Date of Report Year/Period of Report

(1) An Original {Mo, Da, Yr) End of 2017/Q4
Duke Energy Kentucky, Inc. @ DA Resubmission 04/12/2018 -

TRANSMISSION LINE STATISTICS

1. Report information concerning transmission lines, cost of lines, and expenses for year. List each transmission line having nominal voltage of 132
kilovolts or greater. Report transmission lines below these voltages in group totals only for each voltage.

2. Transmission lines include all lines covered by the definition of transmission system plant as given in the Uniform System of Accounts. Do not report
substation costs and expenses on this page.

3. Report data by individual lines for all voltages if so required by a State commission.

4. Exclude from this page any transmission lines for which plant costs are included in Account 121, Nonutility Property.

5. Indicate whether the type of supporting structure reported in column (e) is: (1) single pole wood or steel; (2) H-frame wood, or steel poles; (3) tower;
or (4) underground construction If a transmission line has more than one type of supporting structure, indicate the mileage of each type of construction
by the use of brackets and extra lines. Minor portions of a transmission line of a different type of construction need not be distinguished from the
remainder of the line. )

6. Report in columns (f) and (g) the total pole miles of each transmission line. Show in column (f) the pole miles of line on structures the cost of which is
reported for the line designated; conversely, show in column (g) the pole miles of line on structures the cost of which is reported for another line. Report
pole miles of line on leased or partly owned structures in column (g). In a footnote, explain the basis of such occupancy and state whether expenses with
respect to such structures are included in the expenses reported for the line designated.

Line DESIGNATION VOLTAGE (KV) T £ LENGTH (Pole miles)
pe o
No. g{‘%??ﬁ%,‘?’ here y ur(\wetrE;?o%%S Il%fes Number

60 cycle, 3 phase) Supporting report circuit miles) “of
! T ) On Structure JOn STructures | Gircuits
From To Operating Designed Structure of ALrllr?(ta er

Designated
(@) (b) (c) (@ (e) %) (9) (h)
69KV TRANSMISSION POOL 69.00 69.00[POLE 102.18 3.04

36 TOTAL 102.18, 3.04
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Name of Respondent mis Re(z\rt IS il I(D'\]alte Bf Rsp)ort Year/Period of Report
n Origina 0, Da, Yr End of 2017/Q4
Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 . _—
TRANSMISSION LINE STATISTICS (Continued)

7. Do not report the same transmission line structure twice. Report Lower voltage Lines and higher voltage lines as one line. Designate in a footnote if
you do not include Lower voltage lines with higher voltage lines. If two or more transmission line structures support lines of the same voltage, report the
pole miles of the primary structure in column (f) and the pote miles of the other line(s) in column (Q)

8. Designate any transmission line or portion thereof for which the respondent is not the sole owner. If such property is ieased from another company,
give name of lessor, date and terms of Lease, and amount of rent for year. For any transmission line other than a leased line, or portion thereof, for
which the respondent is not the sole owner but which the respondent operates or shares in the operation of, furnish a succinct statement explaining the
arrangement and giving particulars (details) of such matters as percent ownership by respondent in the line, name of co-owner, basis of sharing
expenses of the Line, and how the expenses borne by the respondent are accounted for, and accounts affected. Specify whether lessor, co-owner, or
other party is an associated company.

9. Designate any transmission line leased to another company and give name of Lessee, date and terms of lease, annual rent for year, and how
determined. Specify whether lessee is an associated company.

10. Base the plant cost figures called for in columns (j) to {I) on the book cost at end of year.

COST OF LINE (Include in Column (j) Land,
Size of Land rights, and clearing right-of-way)

Conductor
and Material Land Constructionand|  Total Cost Operation Maintenance Rents Total Line

) . Other Costs Expenses Expenses Expenses No
{0 0 (K " (m) (n) (0) P .

EXPENSES, EXCEPT DEPRECIATION AND TAXES

1,032,581 14,822,892 15,855,473 46,121 230,761 276,882

w|lo| Nl wlol -

1,032,581 14,822,892 15,855,473 46,121 230,761 276,882 35
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. 8 QnRzggg:::ssion g“:ﬂ;;o 12) End of 2017/Q4
SUBSTATIONS
1. Report below the information called for concerning substations of the respondent as of the end of the year.
2. Substations which serve only one industrial or street railway customer should not be listed below.
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
aftended or unattended. Atthe end of the page, summarize according to function the capacities reported for the individual stations in
column (f). ’
Line VOLTAGE (In MVa)
No. Name and Location of Substation Character of Substation - -
Primary Secondary Tertiary
CY (b) (c) (d) (e)
1 |ALEXANDRIA SOUTH-CAMPBELL CO UNATTENDED - D 69.00 13.20
2 |ATLAS-KENTON CO UNATTENDED - D 69.00 13.20
3 {AUGUSTINE-COVINGTON, KY UNATTENDED - D 138.00 13.20
4 |BEAVER-BOONE CO. UNATTENDED - D 69.00 13.20
5 |BELLEVUE-CAMPBELL CO. UNATTENDED - D 138.00 13.20
6 |BLACKWELL-GRANT CO. UNATTENDED - T 138.00 69.00
7 |BUFFINGTON-KENTON CO. UNATTENDED - T&D 138.00 69.00 13.20
8 |CLARYVILLE-CAMBELL CO. UNATTENDED - D 69.00 13.20
9 |COLD SPRING-KENTON CO. UNATTENDED - D 138.00 13.20
10 | CONSTANCE-KENTON CO. UNATTENDED - D 138.00 13.20
11 JCOVINGTON - KENTON CO. UNATTENDED - D 69.00 13.20
12 JCRESCENT-KENTON CO. UNATTENDED - D 138.00 13.20
13 |CRITTENDEN-GRANT CO. UNATTENDED - D 69.00 13.20
14 I DAYTON - CAMPBELL CO. UNATTENDED - D 138.00 13.20
15 |DECOURSEY-KENTON CO. UNATTENDED - D 69.00 13.20
16 | DIXIE-BOONE CO. UNATTENDED - D 69.00 13.20
17 |DONALDSON-KENTON CO. UNATTENDED - D 138.00 13.20
18 [DRY RIDGE-GRANT CO. UNATTENDED - D 69.00 13.20
19 |EMPIRE - BOONE CO. UNATTENDED - D 69.00] 13.20
20 | FLORENCE-BOONE CO. UNATTENDED - D 138.00 13.20
21 |GRANT-GRANT CO. UNATTENDED - D 69.00 13.20
22 |HANDS-KENTON CO. UNATTENDED - D 138.00 13.20
23 |HEBRON- BOONE CO. UNATTENDED - D 138.00 13.20
24 |KENTON-KENTON CO. UNATTENDED - T&D 138.00 13.20
25 |KY. UNIVERSITY-CAMP. CO. UNATTENDED - D 138.00 13.20
26 | LIMABURG-BOONE CO. UNATTENDED - D 69.00 13.20
27 |LONGBRANCH- BOONE CO. UNATTENDED - D 138.00 13.20
28 | MARSHALL-CAMPBELL CO. UNATTENDED - D 69.00 13.20
29 |MT ZION - BOONE CO. UNATTENDED - D 138.00] 13.20
30 fOAKBROOK - BOONE CO UNATTENDED - D 69.00 13.20
31 |RICHWOOD - BOONE CO. UNATTENDED - D 69.00 13.20
32 [SILVER GROVE - CAMPBELL CO. UNATTENDED - T&D 138.00 13.20
33 [THOMAS MORE - KENTON CO. UNATTENDED - D 69.00 13.20
34 |VERONA - KENTON CO. UNATTENDED - D 69.00 13.20
35 |VILLA-CRESTVIEW HLS., KY UNATTENDED - D 69.00 13.20
36 |WHITE TOWER-KENTON CO. UNATTENDED - D 69.00 13.20
37 |WILDER-WILDER, KY. UNATTENDED - T&D 138.00 69.00 13.20
38 | YORK-NEWPORT, KY. UNATTENDED - D 138.00 13.20
39 [NO STATIONS UNDER 10 MVA
40
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Name of Respondent This Report Is: Date of Report Year/Period of Report
Duke Energy Kentucky, Inc. g; ﬁnRgzgtI)r:ilssion 92?12?230 12) End of 2017/Q4
SUBSTATIONS {Continued)
5. Show in columns (1), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for
increasing capacity.
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company.
Capacny. of Substation Tgﬁg}gﬁ;gfm Nusn;t;?; of CONVEF{SI.ON APPARATUS AND SPECIA.L EQUIPMENT __fLine
(In Service) (In MVa) In Service Transformers Type of Equipment Number of Units TOtEL(ﬁ\?:f“Y No.
{0 (9) (h) 0] 0] (k)
11 1 1
11 1 2
45 2 3
21 2 4
45 2 5
150 1 6
328 5 7
32 3 8
33 2 9
45 2 10
22 1 X
67 3 12
21 2| 13
22 1 14
11 1 15
42 2 16
45 2 17
11 1 18
25 2 19
67 3 20
21 2 21
45 2 22
45 2 23
165 5 24
45 2 25
31 3 286
22 1 27
11 1 28
22 1 29
22 1 30
32 3 81
22 1 82
22 1 33
1 1 84
45 2 35
21 2 36
167 3 87
22 1 38
39
40
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Name of Respondent This Report Ics): | I%ﬁte Bf R$port Year/Period of Report
1 An Origi , Da,
Duke Energy Kentucky, Inc. 52; AnRe;ngEission 8471 2/2510180 End of 2017/Q4
SUBSTATIONS

1. Report below the information called for concerning substations of the respondent as of the end of the year.

2. Substations which serve only one industrial or street railway customer should not be listed below.

3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.

4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether

attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in
column (f).

Line ) VOLTAGE (In MVa)
No. Name and Location of Substation Character of Substation

Primary Secondary Tertiary
(a) (b} (c) (@) (e)

Summary of Listed Stations Above
(By Function) not including Commonly Owned
Substations

UNATTENDED - T&D
UNATTENDED - D
UNATTENDED - T
ATTENDED - T&D
ATTENDED - D
ATTENDED - T
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report Is:
1) An Original
(2) []A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

SUBSTATIONS (Continued)

increasing capacity.

5. Show in columns (1), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for

6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company.

(U]

Capacity of Substation
(In Service) (In MVa)

Number of
Transformers
In Service

(©

Number of
Spare
Transformers

(h)

CONVERSION APPARATUS AND SPECIAL EQUIPMENT

Line

U]

Type of Equipment

Number of Units

Total Capacity | No.
(In MVa)
_ k)
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

|Schedule Page: 426.1 _Line No.: 14 Column: a ‘ ]
Note: The voltages reported in column (c), (d) and (e) are the highest and lowest in the
substation BUT not necessarily on the same transformer.
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Name of Respondent

Duke Energy Kentucky, Inc.

An Original
D A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

End of

Year/Period of Report
2017/Q4

TRANSACTIONS WITH ASSOCIATED (AFFILIATED) COMPANIES

1. Report below the information called for concerning all non-power goods or services received from or provided to associated (affiliated) companies.
2. The reporting threshold for reporting purposes is $250,000. The threshold applies to the annual amount billed to the respondent or billed to
an associated/affiliated company for non-power goods and services. The good or service must be specific in nature. Respondents should not

attempt to include or aggregate amounts in a nonspecific category such as "general”.

3. Where amounts billed to or received from the associated (affiliated) company are based on an allocation process, explain in a footnote.

Line Name of Account Amount
Associated/Affiliated Charged or Charged or
No. Description of the Non-Power Good or Service Company Credited Credited
@ (b) (c) (d)
1 | Non-power Goods or Services Provided by Affiliated . -
2 | Services Provided by Duke Energy Business Services Duke Enegy Buiess Services, LLC Various 12823,754
3 | Customer and Market Services Duke Energy Ohio, inc. Various 1,576,137
4 | Gas Distribution Services Duke Energy Ohio, Inc. Various 3,996,945
5 | Other Goods and Services Duke Energy Ohio, Inc. Various 30,144
6 | Transmission and Distribution Services Duke Energy Ohio, Inc. Various 12,879,391
7 | Customer and Market Services Duke Energy Florida, LLC Various 66,892
8 | Generation Services Duke Energy Florida, LLC Various 37,560
9 | Other Goods and Services Duke Energy Florida, LLC Various 54,931
10 | Transmission and Distribution Services Duke Energy Florida, LLC Various 92,963
11 | Customer and Market Services Duke Energy Carolinas, LLC Various 5,447,988
12 | Generation Services Duke Energy Carolinas, LLC Various 13,030,245
13 | Other Goods and Services Duke Energy Carolinas, LLC Various 1,796,092
14 | Transmission and Distribution Services Duke Energy Carolinas, LLC Various 2,642,573
15 | Customer and Market Services Duke Energy Progress, LLC Various 299,400
16 | Generation Services Duke Energy Progress, LLC Various 317,354
17 | Other Goods and Services Duke Energy Progress, LLC Various 210,846
18 | Transmission and Distribution Services Duke Energy Progress, LLC Various 262,275
19
20 | Non-power Goods or Services Provided for Affiliate
21 | Customer and Market Services Duke Energy Florida, LLC Various 43,870
29 | Gas Distribution Services Duke Energy Florida, LLC Various 42,400
23 | Generation Services Duke Energy Florida, LLC Various 4,782
24 | Transmission and Distribution Services Duke Energy Florida, LLC Various 466,354
25 | Customer and Market Services Duke Energy Indiana, LLC Various 106
26 | Gas Distribution Services Duke Energy Indiana, LLC Various 20,188
27 | Generation Services Duke Energy Indiana, LLC Various 1,237,556
2g | Other Goods and Services Duke Energy Indiana, LLC Various 73
2g | Transmission and Distribution Services Duke Energy Indiana, LLC Various -23,341
30 | Customer and Market Services Duke Energy Ohio, Inc. Various 220,255
31 | Gas Distribution Services Duke Energy Ohio, Inc. Various 815,197
32 | Generation Services Duke Energy Ohio, Inc. Various 277
33 | Other Goods and Services Duke Energy Ohio, Inc. Various 493,000
34 | Transmission and Distribution Services Duke Energy Ohio, Inc. Various 1,005,967
35
36 | Duke Energy Kentucky provided services to
37 KO Transmission Company KO Transmission Company Various 1,403,981
38
39
40
41
42
1| Non-power Goods or Services Provided by Affiliated
o | Customer and Market Services Duke Energy Indiana, LLC Various 170,328
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:

(1) An Original
2) DA Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report
End of 2017/Q4

TRANSACTIONS WITH ASSOCIATED (AFFIL|

ATED) COMPANIES

1. Report below the information called for concerning all non-power goods or services received from or provided to associated (affiliated) companies.
2. The reporting threshold for reporting purposes is $250,000. The threshold applies to the annual amount billed to the respondent or billed to
an associated/affiliated company for non-power goods and services. The good or service must be spegific in nature. Respondents should not
attempt to include or aggregate amounts in a nonspecific category such as "general”.
3. Where amounts billed to or received from the associated (affiliated) company are based on an allocation process, explain in a footnote.

Line
No.

Description of the Non-Power Good or Service

(a)

Name of
Associated/Affiliated
Company
(b)

Account
Charged or
Credited

Amount
Charged or
Credited

() ()

Generation Serives

Duke Energy Indiana, LLC

Various 12,485,079

Other Goods and Services

Duke Energy Indiana, LLC

Various 54,151

Transmission and Distribution Services

Duke Energy Indiana, LLC

Various 42,792

Gas Distribution Services

Piedmont Natural Gas Company, Inc.

Various 545,803

Non-power Goods or Services Provided for Affiliate

FERC FORM NO. 1 (New)
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Duke Energy Kentucky, Inc.
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(1) X An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, YT)
04/12/2018

Year/Period of Report

2017/Q4

FOOTNOTE DATA

[Schedule Page: 429 Line No.: 2 Column: a

When an employee of the Service Company performs services for a Client Company, costs

will be directly assigned or distributed or allocated.

For allocated services, the

allocation method will be on a basis reasonably related to the service performed. The
Service Company Utility Service Agreement prescribes 23 Service Company functions and

approximately 20 allocation methods.

Functions and Allocation Methods:
Information Systems

® Number of Central Processing Unit Seconds Ratio/Millions of Instructions per Second
® Number of Personal Computer Workstations Ratio
& Number of Information Systems Servers Ratio

& Number of Employees Ratio
Meters

¢ Number of Customers Ratio
Transportation

& Number of Employees Ratio
e Three Factor Formula
Electric System Maintenance

® Circuit Miles of Electric Transmission Lines Ratio
®¢ (Circuit Miles of Electric Distribution Lines Ratio
Marketing and Customer Relations and Grid Solutions

¢ Number of Customers Ratio

Electric Transmission & Distribution Engineering & Construction
¢ FElectric Transmission Plant's Construction - Expenditures Ratio
¢ Electric Distribution Plant's Construction - Expenditures Ratio

Power Engineering & Construction

e FElectric Production Plant's Construction - Expenditures Ratio

Human Resources

® Number of Employees Ratio
Supply Chain

e Procurement Spending Ratio
e Inventory Ratio

Facilities

e Square Footage Ratio
Accounting

® Three Factor Formula

e Generating Unit MW Capability Ratio
Power Planning and Operations
e FElectric Peak Load Ratio

¢ Weighted Avg of the Circuit Miles of Electric Distribution Lines Ratio and the Electric

Peak Load Ratio
® Sales Ratio

¢ Weighted Avg of the Circuit Miles of Electric Transmission Lines Ratio and the Electric

Peak Load Ratio
e Generating Unit MW Capability Ratio
Public Affairs
e Three Factor Formula

¢ Weighted Avg of Number of Customers Ratio and Number of Employees Ratio

Legal

e Three Factor Formula
Rates

¢ Sales Ratio

Finance

¢ Three Factor Formula
Rights of Way

e (Circuit Miles of Electric. Transmission Lines Ratio
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Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

® (Circuit .Miles of Electric Distribution Lines Ratio
& Flectric Peak Load Ratio
Internal Auditing

¢ Three Factor Formula
Environmental, Health and Safety
o Three Factor Formula

& Sales Ratio

Fuels

® Sales Ratio

Investor Relations

e Three Factor Formula
Planning

¢ Three Factor Formula
Executive ‘

¢ Three Factor Formula
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THIS FILING IS

Item 1: [X] An Initial (Original) OR [ Resubmission No.
Submission

FERC FINANCIAL REPORT

Page 1 of 149

Form 2 Approved
OMB No.1902-0028
(Expires 12/31/2020)

Form 3-Q Approved
OMB No.1902-0205
(Expires 12/31/2019)

FERC FORM No. 2: Annual Report of
Major Natural Gas Companies and
Supplemental Form 3-Q: Quarterly

Financial Report

These reports are mandatory under the Natural Gas Act, Sections 10({a}, and 16 and 18
CFR Parts 260.1 and 260.300. Failure to report may result in criminal fines, civil
penalities, and other sanctions as provided by law. The Federal Energy Regulatory
Commission does not consider these reports to be of a confidential nature.

Exact Legal Name of Respondent (Company)

Duke Energy Kentucky, Inc.

Year/Period of Report
End of 2017/Q4

FERC FORM No. 2/3Q (02-04)



KyPSC Case No, 2018-00261
FR 16(7)(k) Attachment - FERC Form 2
Page 2 of 149

QUARTERLY/ANNUAL REPORT OF MAJOR NATURAL GAS COMPANIES

IDENTIFICATION

01 Exact Legal Name of Respondent
Duke Enargy Kentucky, inc.

Yaar/Period of Report
End of 2017/Q4

03 Previous Name and Date of Change (if name changed during year)

04 Address of Principal Office at End of Year {Street, City, Stata, Zip Code)
4580 Qlympic Boulevard, Eranger, KY 41018

05 Name of Contact Person 06 Titlo of Contact Persan
Chamnain Bames Lead Accounting Analyst
07 Address of Contact Person {Street, City, Stale, Zip Code)
550 South Tryon Street, Chanotte, NC 28202
08 Talephone of Contact Person, Including Area Code This Report Is: 10 Date of Repart
(1) [X]An Original {Mo, Da, Yr}
980-373-1362 ) [T]A Resubmission 04/12/2018

ANNUAL CORPORATE OFFICER CERTIFICATION

The undersigned officer cedtifies that:

material respects to the Unitorm System of Accounts.

{ have examinad this report and to the best of my knowledge, information, and belief all stalements of fact coniained in this report are corract
statements of the business affairs of the respondent and the financial statements, and other financial information contained in this report, conform in all

11 Name 12 Title

William E. Currens, Jr. SVP Chiet Accting Off & Coniroller
13 Signatura . 14 Date Signed

Willam E. Currens, r. (I QQ: €. oy . 04/12/2018

Tite 18, U.S.C. 1001, makes it a crima for any parson knowingly and willingly 1o maka to any Agency or Department of the United States any
false, fictitious or fraudutent statemeants as to any matter within its jurisdiction.

FERC FORM NO. 2/3Q (02-04) Page

1
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{(2) []A Resubmission

Name of Respondent This Report Is: I(Dwelxte Bf R\?p)ort Year/Period of HEfaRt
(1) An Original 0, Da, Yr
Duke Energy Kentucky, Inc. 04/12/2018 End of 2017/Q4

List of Schedules (Natural Gas Company)

Enter in column (d) the terms "none," "not applicable," or "NA" as appropriate, where no information or amounts have been reported
for certain pages. Omit pages where the responses are "none,"” "not applicable,” or "NA."

Title of Schedule Reference Date Revisgd Remarks
Line Page No.
No. (@) () (© (d)
GENERAL CORPORATE INFORMATION AND FINANCIAL STATEMENTS
1 | General Information 101
2 | Control Over Respondent 102
3 | Corporations Controlled by Respondent 103 N/A
4 | Security Holders and Voting Powers 107
5 | Important Changes During the Year 108
6 | Comparative Balance Sheet 110-113
7 | Statement of Income for the Year 114-116
8 | Statement of Accumulated Comprehensive Income and Hedging Activities 117
9 | Statement of Retained Earnings for the Year 118-119
10 | Statements of Cash Flows 120-121
11 | Notes to Financial Statements 122
BALANCE SHEET SUPPORTING SCHEDULES (Assets and Other Debits)
12 | Summary of Utility Plant-and Accumulated Provisions for Depreciation, Amortization, and Depletion 200-201
13 | Gas Plant in Service 204-209
14 | Gas Property and Capacity Leased from Others 212
15 | Gas Property and Capacity Leased to Others 213 N/A
16 | Gas Plant Held for Future Use 214 N/A
17 | Construction Work in Progress-Gas 216
18 | Non-Traditional Rate Treatment Afforded New Projects 217 N/A
19 | General Description of Construction Overhead Procedure 218
20 | Accumulated Provision for.Depreciation of Gas Utility Plant 219
21 |Gas Stored 220
22 | Investments 222-223
23 | Investments in Subsidiary Companies 224-225 N/A
24 | Prepayments 230
25 | Extraordinary Property Losses 230
26 | Unrecovered Plant and Regulatory Study Costs 230
27 | Other Regulatory Assets 232
28 |Miscellaneous Deferred Debits 233
29 | Accumulated Deferred Income Taxes . 234-235
BALANCE SHEET SUPPORTING SCHEDULES (Liabilities and Other Credits)
30 | Capital Stock 250-251
31 | Capital Stock Subscribed, Capital Stock Liability for Conversion, Premium on Capital Stock, and
Instaliments Received on Capital Stock 252
32 | Other Paid-in Capital 253
33 | Discount on Capital Stock 254 N/A
34 | Capital Stock Expense 254 N/A
35 | Securities issued or Assumed and Securities Refunded or Retired During the Year 255
36 |Long-Term Debt 256-257
37 | Unamortized Debt Expense, Premium, and Discount on Long-Term Debt 258-259

FERC FORM NO. 2 (REV 12-07) Page 2
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Name of Respondent This Report Is: I(:)l\%e I?)fa R@;ra)ort Year/Period of HEagR# of 149
Duke Energy Kentucky, Inc. A gi TRSQSIIJr::iIssion 021/1 2}2018 End of 2017/Q4
List of Schedules (Natural Gas Company) (continued)
Enter in column (d) the terms "none,” "not applicable,” or "NA" as appropriate, where no information or amounts have been reported
for certain pages. Omit pages where the responses are "none," "not applicable," or."NA."
Title of Schedule Reference Date Revised Remarks

Line Page No.
No. (a) () (© (d
38 | Unamortized Loss and Gain on Reacquired Debt 260
39 | Reconciliation of Reported Net [ncome with Taxable Income for Federal Income Taxes 261
40 | Taxes Accrued, Prepaid, and Charged During Year 262-263
41 | Miscellaneous Current and Accrued Liabilities 268
42 | Other Deferred Credits 269
43 | Accumulated Deferred Income Taxes-Other Property 274-275
44 | Accumulated Deferred Income Taxes-Other 276-277
45 | Other Regulatory Liabilities 278

INCOME ACCOUNT SUPPORTING SCHEDULES -
46 | Monthly Quantity & Revenue Data by Rate Schedule 299
47 | Gas Operating Revenues 300-301
48 | Revenues from Transportation of Gas of Others Through Gathering Facilities 302-303 N/A
49 | Revenues from Transportation of Gas of Others Through Transmission Facilities 304-305
50 | Revenues from Storage Gas of Others 306-307 N/A
51 | Other Gas Revenues ) 308
52 | Discounted Rate Services and Negotiated Rate Services 313 N/A
53 | Gas Operation and Maintenance Expenses 317-325
54 | Exchange and Imbalance Transactions . 328 N/A
55 | Gas Used in Utility Operations 331 N/A
56 | Transmission and Compression of Gas by Others 332 N/A
57 | Other Gas Supply Expenses 334
58 | Miscelfaneous General Expenses-Gas 335
59 | Depreciation, Depletion, and Amortization of Gas Plant 336-338
60 | Particulars Concerning Certain Income Deduction and Interest Charges Accounts 340

COMMON SECTION
61 | Regulatory Commission Expenses 350-351
62 | Employee Pensions and Benefits (Account 926) 352
63 | Distribution of Salaries and Wages 354-355
64 | Charges for Outside Professional and Other Consuitative Services 357
65 | Transactions with Associated (Affiliated) Companies 358

GAS PLANT STATISTICAL DATA
66 | Compressor Stations 508-509 N/A
67 | Gas Storage Projects 512-513 N/A
68 | Transmission Lines 514 ’ N/A
69 | Transmission System Peak Deliveries 518 N/A
70 | Auxiliary Peaking Facilities 519
71 | Gas Account-Natural Gas 520
72 | Shipper Supplied Gas for the Current Quarter 521 N/A
73 | System Map 522
74 | Footnote Reference 551
75 | Footnote Text 552
76 | Stockholder's Reports (check appropriate box)

[ Four copies will be submitted
|:| No annual report to stockholders is prepared

FERC FORM NO. 2 (REV 12-07) Page 3
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(1) An Original o, Da, Y1
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5 of 149

General Information

1. Provide name and title of officer having custody of the general corporate books of account and address of office where the general corporate books are kept and address of office
where any other corporate books of account are kept, if different from that where the general corporate books are kept.

William E. Currens, Jr.

Senior Vice President, Chief Accounting Officer & Controller
550 South Tryon Street

Charlotte, NC 28202

2. Provide the name of the State under the faws of which respondent is incorporated and date of incorporation. If incorporated under a special law, give reference to such faw. if not
incorporated, state that fact and give the type of organization and the date organized.

Commonwealth of Kentucky
Date of Incorporation: March 20, 1901

3. If at any time during the year the property of respondent was held by a receiver or trustee, give () name of receiver or trustee, (b} date such receiver or trustee took possession, (c}
the authority by which the receivership or trusteeship was created, and (d) date when possession by receiver or frustee ceased.

Not applicable

4, State the classes of utility and other services furnished by respondent during the year in each State in which the respondent operated.

Kentucky - Gas and Electric

5. Have you engaged as the principal accountant to audit your financial statements an accountant wha is not the principal accountant for your previous year's certified financial
statements?

(1) D Yes... Enter the date when such independent accountant was initially engaged:

@ (X No

FERC FORM NO. 2 (12-96) Page 10t
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1 X} An Original o, Da, Yr
Duke Energy Kentucky, Inc. (1 IX] g 04/12/2018 End of 2017/Q4

(2) []A Resubmission

b of 149

Control Over Respondent

1. Report in column (a) the names of all corporations, partnerships, business trusts, and similar organizations that directly, indirectly,
or jointly held control (see page 103 for definition of control) over the respondent at the end of the year. If control is in a holding
company organization, report in a footnote the chain of organization.

2. If control is held by trustees, state in a footnote the names of trustees, the names of beneficiaries for whom the trust is maintained,
and the purpose of the trust.

3. In column (b} designate type of control over the respondent. Report an "M" if the company is the main parent or controlling
company having ultimate control over the respondent. Otherwise, report a "D" for direct, an "I" for indirect, or a "J" for joint control.

Line
No.

Company Name

(a)

Type of Control

(b}

State of
Incorporation

(c)

Percent Voting
Stock Owned
(d)

Duke Energy Ohio, Inc.

OH

100.00

oiN|Jloja| ||| =

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

FERC FORM NO. 2 (12-96)
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Security Holders and Voting Powers

1. Give the names and addresses of the 10 security holders of the respondent who, at the date of the latest closing of the stock book
or compilation of list of stockholders of the respondent, prior to the end of the year, had the highest voting powers in the respondent,
and state the number of votes that each could cast on that date if a meeting were held. If any such holder held in trust, giveina
footnote the known particulars of the trust (whether voting trust, etc.), duration of trust, and principal holders of beneficiary interests in
the trust. If the company did not close the stock book or did not compile a list of stockholders within one year prior to the end of the
year, or if since it compiled the previous list of stockholders, some other class of security has become vested with voting rights, then
show such 10 security holders as of the close of the year. Arrange the names of the security hoiders in the order of voting power,
commencing with the highest. Show in column (a) the titles of officers and directors included in such list of 10 security holders.

2. If any security other than stock carries voting rights, explain in a supplemental statement how such security became vested with
voting rights and give other important details concerning the voting rights of such security. State whether voting rights are actual or
contingent; if contingent, describe the contingency.

3. If any class or issue of security has any special privileges in the election of directors, trustees or managers, or in the determination
of corporate action by any method, explain briefly in a footnote.

4. Furnish details concerning any options, warrants, or rights outstanding at the end of the year for others to purchase securities of
the respondent or any securities or other assets owned by the respondent, including prices, expiration dates, and other material
information relating to exercise of the options, warrants, or rights. Specify the amount of such securities or assets any officer, director,
associated company, or any of the 10 largest security holders is entitled to purchase. This instruction is inapplicable to convertible
securities or to any securities substantially all of which are outstanding in the hands of the general public where the options, warrants,

1. Give date of the latest closing of the stock 2. State the total number of votes cast at the latest general 3. Give the date and place of
book prior to end of year, and, in a footnote, state meeting prior to the end of year for election of directors of the such meeting:
the purpose of such closing: respondent and number of such votes cast by proxy.
Total: 585333
By Proxy:

VOTING SECURITIES

4. Number of votes as of (date):

Line Name (Title) and Address of Total Votes Common Stock Preferred Stock Other
No Security Holder

(@) (b) {c} (d) (e)

TOTAL votes of all voting securities 585,333 585,333

TOTAL number of security holders 1 1

5
6
7 TOTAL votes of security holders listed below 585,333 585,333
8
9

FERC FORM NO. 2 (12-96) Page 107
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Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
Important Changes During the Quarter/Year

Give details concerning the matters indicated below. Make the statements explicit and precise, and number them in accordance with the
inquiries. Answer each inquiry. Enter "none" or "not applicable” where applicable. If the answer is given elsewhere in the report, refer to the
schedule in which it appears. :

1. Changes in and important additions to franchise rights: Describe the actual consideration and state from whom the franchise rights were
acquired. If the franchise rights were acquired without the payment of consideration, state that fact.

2. Acquisition of ownership in other companies by reorganization, merger, or consolidation with other companies: Give names of companies
involved, particulars concerning the transactions, name of the Commission authorizing the transaction, and reference to Commission
authorization.

3. Purchase or sale of an operating unit or system: Briefly describe the property, and the related transactions, and cite Commission
authorization, if any was required. Give date journal entries called for by Uniform System of Accounts were submitted to the Commission.

4. Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give effective
dates, lengths of terms, names of parties, rents, and other conditions. State name of Commission authorizing lease and give reference to such
authorization.

5. Important extension or reduction of transmission or distribution system: State territory added or relinquished and date operations began or
ceased and cite Commission authorization, if any was required. State also the approximate number of customers added or lost and approximate
annual revenues of each class of service.

Each natural gas company must also state major new continuing sources of gas made available to it from purchases, development, purchase
contract or otherwise, giving location and approximate total gas volumes available, period of contracts, and other parties to any such
arrangements, etc. ’

6. Obligations incurred or assumed by respondent as guarantor for the performance by another of any agreement or obligation, including
ordinary commercial paper maturing on demand or not later than one year after date of issue: State on behalf of whom the obligation was
assumed and amount of the obligation. Cite Commission authorization if any was required.

7. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments.

8. State the estimated annual effect and nature of any important wage scale changes during the year.

9. State briefly the status of any materially important legal proceedings pending at the end of the year, and the results of any such proceedings
culminated during the year.

10. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer, director,
security holder, voting trustee, associated company or known associate of any of these persons was a party or in which any such person had a
material interest.

11. Estimated increase or decrease in annual revenues caused by important rate changes: State effective date and approximate amount of
increase or decrease for each revenue classification. State the number of customers affected.

12. Describe fully any changes in officers, directors, major security hoiders and voting powers of the respondent that may have occurred during
the reporting period.

13. In the event that the respondent participates in a cash management program(s) and its proprietary capital ratio is less than 30 percent
please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the extent to which the
respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a cash management program(s).
Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio.

1. None

2. None

3. See Notes to Financial Statements, Note 2, "Regulatory Matters™

4. None

5. None

6. See Notes to Financial Statements, Note 4, "Debt and Credit Facilities"

7. None

8. No wage scale changes or pay changes during the fourth quarter 2017 to report.

No wage scale changes or pay changes during the third quarter 2017 to report.

During the second quarter 2017, employees bargained for by IBEW Local 1347, UWUA,
IUU Local 600 and USW Local 12049 received pay changes (pay rate change/merit)that
totaled $259,896.00 in annualized costs or a monthly amount of approximately
$21,658.00

During the first quarter 2017, non-union employees received pay changes (promotion,

demotion, pay rate change/merit,

job reclassification and adjustments) that totaled

FERC FORM NO. 2 (12-96)
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Important Changes During the Quarter/Year

10.

11.

12.

$958,090 in annualized costs or a monthly amount of approximately $79,840.80
See Notes to Financial Statements, Note 2, "Regulatory Matters" and

Note 3, "Commitments and Contingencies™"

None

None

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the fourth gquarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the fourth quarter of 2017 are as follows:

Appointments effective 10/01/17
L. Stanford Sherrill, Jr. Vice President, Workforce Development, Employee and Labor
Relations

Resignations effective 10/01/17
L. Stanford Sherrill, Jr. Vice President, Employee Relations and Labor Relations

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the third quarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the third quarter of 2017 are as follows:

" Appointments effective 8/16/17

Joni Y. Davis Vice President, Marketing and Customer Engagement
Retha Hunsicker Vice President, Customer Connect Solutions

Appointments effective 8/14/17 .
Barbara A. Higgins Senior Vice President and Chief Customer Officer

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the second quarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the second quarter of 2017 are as follows:

Appointments effective 5/01/17

Donna T. Council Vice President, Human Resources Business Partners

Julia S. Janson Executive Vice President, External Affairs, Chief Legal
Officer and Corporate Secretary

Catherine B. Stancombe Vice President, Enterprise Operational Excellence

Charles R. Whitlock Senior Vice President, Strategic Growth Initiatives

Appointments effective 4/01/17
Swati V. Daji Senior Vice President, Chief Procurement Officer
Eric S. Grant Vice President, Fuels and Systems Optimization

Resignations effective 5/01/17

Julia S. Janson Chief Legal Officer
Julia S. Janson Corporate Secretary
Julia S. Janson Executive Vice President

l FERC FORM NO. 2 (12-96) 108.2
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Important Changes During the Quarter/Year

13.

Catherine B. Stancombe Vice President, Human Resources Business Partners
Charles R. Whitlock Senior Vice President, Midwest Distribution Operations

Resignations effective 4/01/17
Swati V. Daji Senior Vice President, Fuels and System Optimization

There are no changes in major security holders and voting powers of Duke Energy
Kentucky, Inc that occurred during the first quarter of 2017.

The changes in officers and directors for Duke Energy Kentucky, Inc. that occurred
during the first quarter of 2017 are as follows:

Appointments effective 3/01/17

Gary J. Hebbeler Vice President, Gas Operations
James R. Sochacki Vice President, Distribution Construction and Maintenance -
Midwest

Appointments effective 2/01/17

Jeffrey A. Corbett Senior Vice President, Distribution Engineering and
Technical Customer Relations

David J. Maxon Senior Vice President, Distribution Construction and
Maintenance

John F. Smith III Senior Vice President, Distribution Grid Performance and
Contractor Operations

Benjamin C. Waldrep Senior Vice President and Chief Security Officer

Appointments effective 1/01/17

Robert F. Caldwell Senior Vice President and President, Duke Energy Renewables
and Distributed Energy

Paul Draovitch Senior Vice President, Environmental Health and Safety

John B. Hayes Vice President, Midwest Generation

Resignations effective 2/01/17
Jeffrey A. Corbett Senior Vice President, Chief Procurement Officer
Terrell N. Garren Vice President and Chief Security Officer

Resignations effective 1/01/17

Charles K. Beam Vice President, Customer Information Systems - IT

Robert F. Caldwell President, Duke Energy Renewables and Distributed Energy
Technology

Paul Draovitch Senior Vice President, Fossil Hydro Operations

Harry K. Sideris Senior Vice President, Environmental Health and Safety

N/A

[ FERC FORM NO. 2 (12-96) 108.3 j
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) [T]A Resubmission

Date of Report
{Mo, Da, Yr}

04/12/2018

Year/Period of Bag6rT
End of 2017/Q4

Comparative Balance Sheet (Assets and Other Debits)

Line Title of Account Reference Current Year End of Prior Year
No. Page Number Quarter/Year Balance End Balance
{c) 12/31

(a) (b) (d)
1 UTILITY PLANT
2 Utility Plant (101-106, 114) 200-201 2,180,743,460 2,052,384,114
3 Construction Work in Progress (107) 200-201 109,390,337 63,832,972
4 TOTAL Utility Plant {Total of lines 2 and 3) 200-201 2,300,133,797 2,116,217,086
5 (Less) Accum. Provision for Depr., Amort., Depl. (108, 111, 115) 1,032,028,167 1,001,008,038
6 Net Utility Plant (Total of line 4 less 5) 1,268,105,630 1,115,209,048
7 Nuclear Fuel (120.1 thru 120.4, and 120.6) 0 0
8 (Less) Accum. Provision for Amort., of Nuclear Fuel Assemblies (120.5) 0 0
9 Nuclear Fuel (Total of line 7 less 8) 0 0
10 | Net Utility Plant (Total of lines 6 and 9) 1,268,105,630 1,115,208,048
11 | Utility Plant Adjustments (116) 122 0 0
12 | Gas Stored-Base Gas {117.1) 220 0 0
13 | System Balancing Gas (117.2) 220 0 0
14 | Gas Stored in Reservoirs and Pipelines-Noncurrent (117.3) 220 0 0
15 | Gas Owed to System Gas (117.4) 220 0 0
16 | OTHER PROPERTY AND INVESTMENTS B
17 | Nonutility Property {121) 264,016 2,206
18 | (Less) Accum. Provision for Depreciation and Amortization (122) 0 0
19 | Investments in Associated Companies (123) 222-223 0 0
20 | Investments in Subsidiary Companies (123.1) 224-225 0 0
21 | (For Cost of Account 123.1 See Footnote Page 224, line 40) —_
22 | Noncurrent Portion of Allowances 0 0
23 | Other Investments (124) 222-223 1,500 1,500
24 | Sinking Funds (125) 0 0
25 | Depreciation Fund {126) 0 0
26 | Amortization Fund - Federal {127) 0 0
27 | Other Special Funds (128) 1,184,266 1,715,645
28 | Long-Term Portion of Derivative Assets (175) 318,333 954,187
29 | Long-Term Portion of Derivative Assets - Hedges (176) 0 0
30 TOTAL Other Property and Investments (Total of lines 17-20, 22-29) 1,768,115 2,673,538
31 | CURRENT AND ACCRUED ASSETS ﬁﬁ
32 | Cash (131) 1,687,146 6,533,836
33 | Special Deposits (132-134) 0 0
34 | Working Funds (135) 0 0
35 | Temporary Cash Investments (136) 222-223 0 0
36 | Notes Receivable (141) 0 0
37 | Customer Accounts Receivable (142) 2,918,345 929,120
38 | Other Accounts Receivable (143) 820,344 874,735
39 | (Less} Accum. Provision for Uncollectible Accounts - Credit (144) 233,542 140,798
40 | Notes Receivable from Associated Companies (145) 34,407,460 18,389,762
41 | Accounts Receivable from Associated Companies (146) 3,811,739 4,382,007
42 | Fuel Stock {151) ' 22,251,525 24,608,235
43 | Fuel Stock Expenses Undistributed (152) 0 0

FERC FORM NO. 2 (REV 06-04) Page
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) []A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Kags;
End of 2017/Q4

Comparative Balance Sheet (Assets and Other Debits)(continued)

Line Title of Account Reference Current Year End of Prior Year
No. Page Number Quarter/Year Balance End Balance
(c) 12/31

(a) (b) (d)
44 | Residuals (Elec) and Extracted Products (Gas) (153) 0 0
45 | Plant Materials and Operating Supplies (154) 17,614,789 20,679,892
46 | Merchandise (155} 0 0
47 | Other Materials and Supplies (156} 0 0
48 | Nuclear Materials Held for Sale (157) 0 0
49 | Allowances (158.1 and 158.2) 31,208 50,652
50 | (Less) Noncurrent Portion of Allowances 0 0
51 Stores Expense Undistributed (163) 967,360 336,171
52 | Gas Stored Underground-Current (164.1) 220 2,958,880 3,412,415
53 | Liquefied Natural Gas Stored and Held for Processing (164.2 thru 164.3) 220 0 0
54 | Prepayments (165) 230 491,801 491,138
55 | Advances for Gas (166 thru 167) 0 0
56 | Interest and Dividends Receivabie (171) 0 0
57 | Rents Receivable (172) 2,500 2,500
58 | Accrued Utility Revenues (173) 0 0
59 | Miscellaneous Current and Accrued Assets (174) 2,507,391 14,017,712
60 | Derivative Instrument Assets (175) 1,443,720 4,916,554
61 (Less) Long-Term Portion of Derivative Instrument Assets (175) 318,333 954,187
62 | Derivative Instrument Assets - Hedges (176) 0 0
63 | (Less) Long-Term Portion of Derivative Instrument Assests - Hedges (176} 0 0
64 TOTAL Current and Accrued Assets (Total of lines 32 thru 63) ) 91,362,333 98,529,744
65 | DEFERRED DEBITS _—
66 | Unamortized Debt Expense (181) 2,078,548 1,736,629
67 | Extraordinary Property Losses (182.1) 230 0 0
68 | Unrecovered Plant and Regulatory Study Costs (182.2) 230 0 0
69 | Other Regulatory Assets (182.3) 232 127,608,194 100,178,941
70 | Preliminary Survey and Investigation Charges (Electric)(183) 290,107 143,374
71 Preliminary Survey and Investigation Charges (Gas)(183.1 and 183.2) 0 0
72 | Clearing Accounts (184) ( 86) ( 16)
73 | Temporary Facilities (185) 0 0
74 | Miscelianeous Deferred Debits (186} 233 2,400,973 680,254
75 | Deferred Losses from Disposition of Utility Plant {187) 0 0
76 | Research, Development, and Demonstration Expend. (188) 0 0
77 | Unamortized Loss on Reacquired Debt (189) 1,188,432 1,454,906
78 | Accumulated Deferred Income Taxes (190) 234-235 58,361,447 32,002,628
79 | Unrecovered Purchased Gas Costs (191) { 219,763) 1,627,916
80 TOTAL Deferred Debits (Total of lines 66 thru 79) 191,707,852 137,824,632
81 TOTAL Assets and Other Debits {Total of lines 10-15,30,64,and 80} 1,552,943,930 1,354,236,962
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Name of Respondent This Report Is: (D'\%te Bf R\e(-p)ort Year/Period of B8geAP of 149
(1) An Original o, Da, Yr
Duke Energy Kentucky, Inc. 2) []A Resubmission 04/12/2018 End of 2017/Q4
Comparative Balance Sheet (Liabilities and Other Credits)
Line Title of Account Reference Current Year Prior Year
No. Page Number End of End Balance
Quarter/Year 12/31

(@) ) (b)

Balance

(d)

1 PROPRIETARY CAPITAL

2 Common Stock [ssued (201) 250-251 8,779,995 8,779,995
3 Preferred Stock Issued (204) 250-251 0 0
4 Capital Stock Subscribed (202, 205) 252 0 0
5 Stock Liability for Conversion (203, 206) 252 0 0
6 Premium on Capital Stock (207) 252 18,838,946 18,838,946
7 Other Paid-In Capital (208-211) 253 163,655,189 148,655,189
8 Instaliments Received on Capital Stock {212) 252 0 0
9 (Less) Discount on Capital Stock (213) 254 0 0
10 | {Less} Capital Stock Expense {214) 254 0 0
11 Retained Earnings (215, 215.1, 216) 118-119 320,140,297 260,741,367
12 | Unappropriated Undistributed Subsidiary Earnings (216.1) 118-119 0 0
13 { (Less) Reacquired Capital Stock (217) 250-251 0 0
14 | Accumulated Other Comprehensive Income (219) ] 117 0 0
15 TOTAL Proprietary Capital (Tota! of lines 2 thru 14) 511,414,427 437,015,497
16 | LONG TERM DEBT

17 | Bonds (221) 256-257 0 0
18 | (Less) Reacquired Bonds (222) 256-257 0 0
19 | Advances from Associated Companies (223) 256-257 25,000,000 25,000,000
20 | Other Long-Term Debt (224) 256-257 426,720,000 336,720,000
21 | Unamortized Premium on Long-Term Debt (225) 258-259 0 0
22 | (Less) Unamortized Discount on Long-Term Debt-Dr (226) 258-259 288,378 337,948
23 | (Less) Current Portion of Long-Term Debt 0 0
24 TOTAL Long-Term Debt (Total of lines 17 thru 23) 451,431,622 361,382,052
25 | OTHER NONCURRENT LIABILITIES

26 | Obligations Under Capital Leases-Noncurrent (227) 580,230 1,465,571
27 | Accumulated Provision for Property Insurance (228.1) 0 0
28 | Accumulated Provision for injuries and Damages (228.2) ( 68,721) 4 57,669)
29 | Accumulated Provision for Pensions and Benefits (228.3) 17,417,765 14,974,925
30 | Accumulated Miscellaneous Operating Provisions (228.4) 0 0
31 | Accumulated Provision for Rate Refunds (229) 0 0
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Name of Respondent This Report Is: %Iite Bf R\e{port Year/Period of Bag&rj# of 149
Duke Energy Kentucky, Inc. E;; :nRggng;g;:iISSion ( (())4/1:}20?8 End of 2017104
Comparative Balance Sheet (Liabilities and Other Credits)(continued)
Line Title of Account Reference Current Year Prior Year
No. Page Number End of End Balance
Quarter/Year 12/31
(a) {(b) Balance (d)
32 | Long-Term Portion of Derivative Instrument Liabilities 4,647,739 5,110,664
33 | Long-Term Portion of Derivative Instrument Liabilities - Hedges 0 0
34 | Asset Retirement Obligations (230) 54,581,508 52,822,086
35 TOTAL Other Noncurrent Liabilities (Total of lines 26 thru 34) 77,158,521 74,315,577
36 | CURRENT AND ACCRUED LIABILITIES N
37 | Current Portion of Long-Term Debt 0 0
38 | Notes Payable (231) 0 0
39 | Accounts Payable (232) 48,645,825 31,671,028
40 | Notes Payable to Associated Companies (233) 0 19,656,000
41 | Accounts Payable to Associated Companies (234) 15,768,299 12,575,250
42 | Customer Deposits (235) 9,859,968 10,269,585
43 | Taxes Accrued (236) 262-263 16,053,519 11,102,968
44 | Interest Accrued (237) 5,383,681 4,227,363
45 | Dividends Declared (238) 0 0
46 | Matured Long-Term Debt (239) 0 0
47 | Matured Interest (240} 0 0
48 | Tax Collections Payable (241) 1,691,919 1,769,826
49 | Miscellaneous Current and Accrued Liabilities (242) 268 8,344,201 16,932,837
50 [ Obligations Under Capital Leases-Current {243) 885,342 686,310
51 [ Derivative Instrument Liabilities (244) 5,367,483 5,943,438
52 | (Less) Long-Term Partion of Derivative Instrument Liabilities 4,647,739 5,110,664
53 | Derivative Instrument Liabilities - Hedges (245) 0 0
54 | (Less) Long-Term Portion of Derivative Instrument Liabilities - Hedges 0 0
55 TOTAL Current and Accrued Liabilities {Total of lines 37 thru 54) 107,352,498 109,723,941
56 | DEFERRED CREDITS
57 | Customer Advances for Construction (252) 1,562,943 1,434,379
58 | Accumulated Deferred Investment Tax Credits (255) 3,836,961 685,347
59 | Deferred Gains from Disposition of Utility Plant (256) 0 0
60 | Other Deferred Credits (253) 269 15,990,512 20,046,049
61 | Other Regulatory Liabilities (254) 278 139,387,951 5,986,078
62 | Unamortized Gain on Reacquired Debt (257) 260 0 0
63 | Accumulated Deferred Income Taxes - Accelerated Amortization (281) 499,676 190,426
64 | Accumulated Deferred Income Taxes - Other Property (282) 218,658,876 318,877,109
65 | Accumulated Deferred Income Taxes - Other (283) 25,649,943 24,580,507
66 TOTAL Deferred Credits (Total of lines 57 thru 65) 405,586,862 371,799,895
67 TOTAL Liabilities and Other Credits (Total of lines 15,24,35,55,and 66) 1,552,943,930 1,354,236,962
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Name of Respondent This Report Is: Rﬁte Bf R$p)ort Year/Period of RegerIp of 149
(1) An Original o, Da, Yr
ute Fhergy Kook, e (2) []A Resubmission 04/12/2018 End of 2017/Q4

Statement of Income

Quarterly

other utility function for the current year quarter.

other utility function for the prior year quarter.
4. If additional columns are needed place them in a footnote.

Annual or Quarterly, if applicable
5. Do not report fourth quarter data in columns (e) and (f)

respect to power or gas purchases.

1. Enter in column (d) the balance for the reporting quarter and in column (e} the balance for the same three month period for the prior year.
2. Report in column (f) the quarter to date amounts for electric utility function; in column (h) the quarter to date amounts for gas utility, and in (j) the quarter to date amounts for

3. Report in column (g) the quarter to date amounts for electric utility function; in column (j) the quarter to date amounts for gas utility, and in (k) the quarter to date amounts for

6. Report amounts for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in ancther utility columnin a similar manner to a utility department.
Spread the amount(s) over lines 2 thru 26 as appropriate. Include these amounts in columns (c) and (d) totals.
7. Report amounts in account 414, Other Utility Operating Income, in the same manner as accounts 412 and 413 above.
8. Report data for lines 8, 10 and 11 for Natural Gas companies using accounts 404.1, 404.2, 404.3, 407.1 and 407.2.
9. Use page 122 for important notes regarding the statement of income for any account thereof.
10. Give concise explanations concerning unsettled rate proceedings where a contingency exists such that refunds of a material amount may need to be made to the utility's
customers or which may result in material refund to the utility with respect to power or gas purchases. State for each year effected the gross revenues or costs to which the
contingency relates and the tax effects together with an explanation of the major factors which affect the rights of the utility to retain such revenues or recover amounts paid with
11 Give concise explanations concerning significant amounts of any refunds made or received during the year resulting from settlement of any rate proceeding affecting revenues
received or costs incurred for power or gas purches, and a summary of the adjustments made to balance sheet, income, and expense accounts.
12. If any notes appearing in the report to stokholders are applicable to the Statement of Income, such notes may be included at page 122.

13. Enter on page 122 a concise explanation of only those changes in accounting mehods made during the year which had an effect on net income, including the basis of
allocations and apportionments from those used in the preceding year. Also, give the appropriate dollar effect of such changes.
14. Explain in a footnote if the previous year's/quarter's figures are different from that reported in prior reports.
15. If the columns are insufficient for reporting additional utility departments, supply the appropriate account titles report the information in a footnote to this schedule.

Title of Account Reference Total Total Curtent Three Prior Three
Page Current Year to Prior Year to Date Months Ended Months Ended
Number Date Balance Balance Quarterty Only Quarterly Only

. for Quarter/Year for Quarter/Year No Fourth Quarter No Fourth Quarter
Line (@ ) @ @ @ 0

No.

1 UTILITY OPERATING INCOME

2  |Gas Operating Revenues (400) 300-301 429,072,243 440,779,989 0 0
3  |Operating Expenses

4 Operation Expenses (401) 317-325 261,647,225 270,158,902 0 0
5 Maintenance Expenses (402) 317-325 34,864,014 33,479,990 0 0
6 Depreciation Expense (403) 336-338 43,842,295 41,052,844 0 0
7 Depreciation Expense for Asset Retirement Costs (403.1) 336-338 0 (1 0 i
8 Amortization and Depletion of Utility Plant (404-405) 336-338 3,824,519 2,615,436 0 0
9 Amortization of Utility Plant Acu. Adjustment (406) 336-338 0 0 0 0
10 | Amort. of Prop. Losses, Unrecovered Plant and Reg. Study Costs (407.1) 0 0 0 0
11 | Amortization of Conversion Expenses (407.2) 0 0 0 0
12 | Regulatory Debits (407.3) 544,974 5,017,219 0 0
13 | (Less) Regulatory Credits (407.4) 2,772,810 1,064,723 0 0
14 | Taxes Other than Income Taxes (408.1} 262-263 14,222,244 14,536,730 0 0
15 | Income Taxes-Federal {409.1) 262-263 (15,290,192) { 3,732,567) 0 0
16 | Income Taxes-Other (409.1) 262-263 {  376,169) ( 872,454) 0 0
17 | Provision of Deferred Income Taxes (410.1) 234-235 92,675,520] 90,755,536 0 0
18 | (Less) Provision for Deferred Income Taxes-Credit (411.1) 234-235 56,685,655| 69,127,951 0 0
19 |1 Tax Credit Adj Net (411.4) ( 78,441)| ) ( 90,146) 0 0
20 | (Less) Gains from Disposition of Utility Plant (411.6) 0 0 0 0
21 Losses from Disposition of Utility Plant (411.7) 0 0 0 0
22 | (Less) Gains from Disposition of Allowances (411.8) 23] 0 0 0
23 | Losses from Disposition of Allowances (411.9) 0 0 0 0
24 | Accretion Expense (411.10) 0 0 0 0
25 TQTAL Utility Operating Expenses (Total of lines 4 thru 24) 376,417,501 382,728,816 0 0
26 Net Utility Operating Income (Total of lines 2 less 25) {Carry forward to page 118,

line 27} 52,654,742 58,051,173 0 0
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FR 16(7)(k) Attachment - FERC Form 2

)

Name of Respondent This Report Is: ?Mate Bf Rsp)ort Year/Period of ﬁéﬂ@rl
Duke Energy Kentucky, Inc. M An Original 0. La, ¥
v Y () []A Resubmission 04/12/2018 End of 2017/Q4
Statement of Income
Elec. Utility Elec. Utility Gas Utility Gas Utility Other Utility Other Utility
Current Previous Current Previous Current Previous

Year to Date Year to Date Year to Date Year to Date Year to Date Year to Date
Line (in dollars) (in dollars) (in dollars) X (in dollars}) (in dollars)
No. @ o) 0] (in dollars) (k) 0]

1 \

l2 13008029 | 3ar70f21] o4te4214] 93009868 0]
3 \

[4 202,614,152 216,207,681 59,033,073 53,951,221 0 0
5 32,788,535 31,608,037 2,075479 1871053 0 0
6 32,250,753 30,121,128 1,591,542 10,031,716 0 0
7 0 0 0 0 9 0
8 ZA01,0%5 176409 1,422,574 831,341 0 0
9 0 0 0 0 0 0
10 0 0 0 0 0 0
11 0 0 0 D 0 0
12 0 7.023,229 544,974 2,793,990 0 0
13 2,772,810 1,064,723 8 0 0 0
14 10,857,356 9,677,833 3,364,388 4,858,897 0 0
15 { 7634,080)  10,640,581) ( 7656.112) 5,008,014 0 0
6 520,667 (_ 1,978,199) (896,836 1,105,745 0 0
17 67,639,786 84,050,726 75,035,734 6,704,810 0 0
18 44,367,154 58,832,752 12,318,521 10,295,199 0 0
19 ( 11,090) [ 21438) ( 67,351) (_ 66,708) 0 0
20 0 0 0 0 0 0
21 0 0 0 0 0 0
22 23 0 0 0 0 0
23 0 0 0 0 0 0
24 0 0 0 0 0 0
25 204,288,057 303,135,036 82,129,444 75,593,780 0 9
26 40,619,972 44,635,085 12,034,770 13,416,088 0 0
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Name of Respondent

This Report Is:

Duke Energy Kentucky, Inc.

(1) An Original

Date of Report
(Mo, Da, Yr)

Year/Period of 87 of 149

(2) [[]A Resubmission 04/12/2018 End of 2017/Q4
Statement of Income(continued)
Title of Account Reference Total Total Current Three Prior Three
Page Current Year to Prior Year to Date Months Ended Months Ended
Number Date Balance Balance Quarterty Only Quarterty Only
Line @ for Quarter/Year for Quarter/Year No Fourth Quarter No Fourth Quarter
No. (b} () d (e ®
27 Net Utility Operating Income (Carried forward from page 114} 52,654,742 58,051,173 0 0
28 |OTHER INCOME AND DEDUCTIONS
29 [Other Income
30 | Nonutility Operating Income
31 Revenues form Merchandising, Jobbing and Contract Work (415) 1,180,457| 660,081 0 0
32 (Less) Costs and Expense of Merchandising, Job & Contract Work {416} 420,647, 239,363 0 0
33 Revenues from Nonutility Operations (417) 2441 1,059 0 0
34 (Less) Expenses of Nonutility Operations (417.1) 48,782 34,201 0 0
35 Nenoperating Rental Income (418) 0 0 0 0
36 Equity in Eamings of Subsidiary Companies (418.1) 119 0 0 0 0
37 | Interest and Dividend Income (419) 1,235,748| 990,145 [ 0
38 | Allowance for Other Funds Used During Construction {419.1) 3,358,208' 1,332,221 0 0
39 | Miscellaneous Nonoperating Income (421) 4,136| ( 1,405) 0 0
40 | Gain on Disposition of Property (421.1) 17,045| 38,549 0 0
41 TOTAL Other Income (Total of lines 31 thru 40) 2,747,086 0 0
42  |Other Income Deductions
43 | Loss on Disposition of Property (421.2) 10,853 0 0
44 | Miscellaneous Amortization (425) 0] 0 0 0
45 | Donations (426.1) 340 450,291 418,773 0 0
46 | Life Insurance (426.2) 0 0 0 0
47 | Penalties (426.3) 25,003 8,087 0 0
48 | Expenditures for Certain Civic, Political and Related Activities (426.4) 642,878 502,347 0 0
49 | Other Deductions (426.5) 2,905,838 1,107,036 0 0
50 TOTAL Other Income Deductions (Total of lines 43 thru 49) 340 4,139,639 2,047,096 0 0
51  |Taxes Applic. to Other income and Deductions
52 | Taxes Otherthan Income Taxes (408.2) 262-263 117,175 100,069 0 0
53 | income Taxes-Federal (409.2) 262-263 1,848,320| 3,152,242 0 0
54 | Income Taxes-Other (409.2) 262-263 289,565| 511,744 0 0
55 | Provision for Deferred Income Taxes (410.2) 234-235 1,456,786 227,382 0 0
56 | {Less) Provision for Deferred Income Taxes-Credit (411.2) 234.235 24,991,931 - 3734,569 0 0
57 | Investment Tax Credit Adjustments-Net (411.5) { 8,911) ( 42,057} 0 0
58 | (Less) Investment Tax Credits (420) 0 0 0 0
59 | TOTAL Taxes on Other Income and Deductions (Total of lines 52-58) ( 21,288,996)| 214,811 0 0
60 | Net Other Income and Deductions (Total of lines 41, 50, 59) 22,468,963 485,179 0 0
61 |INTEREST CHARGES
62 | Interest on Long-Temm Debt (427) 14,618,543 13,758,989 0 0
63 | Amortization of Debt Disc. and Expense (428) 258-259 301,742 748,311 0 0
64 | Amortization of Loss on Reacquired Debt {428.1) 266,474 266,474 0 0
65 | {Less} Amortization of Premium on Debt-Credit (429) 258-259 0 0 0 0
66 | (Less) Amortization of Gain on Reacquired Debt-Credit (429.1) 0 0 0 0
67 | Interest on Debt to Associated Companies {430) 340 453,674 229,106 0 0
68 | OtherInterest Expense (431) 340 1,384,300, 1,485,968 0 0
69 | (Less) Allowance for Bormowed Funds Used During Construction-Credit (432} 1,299,958 537434 0 0
70 | NetInterest Charges {Total of lines 62 thru 69) 15,724,775 15,952,414 0 0
71 Income Before Extraordinary ltems (Total of lines 27,60 and 70} 59,398,930 42,583,938 0 0
72 |EXTRAORDINARY ITEMS
73 | Extreordinary Income (434) 0 0 0
74 | (Less) Extracrdinary Deductions (435) 0| 0 0 0
75 | Net Extraordinary items (Total of fine 73 less line 74) 0| 0 0 0
76 | Income Taxes-Federal and Other (409.3) 262-263 0 0 0 0
77 | Extreordinary ltems after Taxes (Total of line 75 less line 76) 0 0 0 0
78 | Net income (Total of lines 71 and 77} 59,398,930} 42,583,938 0 0
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1} An Original
2) ] A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Report Fage IB of 149
End of 2017/Q4

Statement of Accumulated Comprehensive Income and Hedging Activities

2. Report in columns (f) and (g) the amounts of other categories of other cash flow hedges.

1. Report in columns (b} (c) and (e) the amounts of accumulated other comprehensive income items, on a net-of-tax basis, where appropriate.

3. For each category of hedges that have been accounted for as "fair vaiue hedges", report the accounts affected and the related amounts in a footnote.

Line
No.

Item

(a

Unrealized Gains
and Losses on
available-for-sale
securities

(&)

Minimum Pension
liabililty Adjustment
(net amount)

(©

Hedges

)

Foreign Currency

Other
Adjustments

)

-

Balance of Account 219 at Beginning of Preceding
Year

Preceding Quarter/Year to Date Reclassifications
from Account 219 to Net Income

Preceding Quarter/Year to Date Changes in Fair
Value

Total (fines 2 and 3)

4]

Balance of Account 219 at End of Preceding
Quarter/Year

(=2

Balance of Account 219 at Beginning of Current Year

~

Current Quarter/Year to Date Reclassifications from
Account 219 to Net Income

o)

Current Quarter/Year to Date Changes in Fair Value

[{e]

Total (lines 7 and 8)

(=]

Balance of Account 219 at End of Current
Quarter/Year
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) El A Resubmission

Date of Report Year/Period of Report Fage 1

(Mo, Da, Yr) Endof  2017/Q4
04/12/2018 —_—

Statement of Accumulated Comprehensive Income and Hedging Activities(continued)

Other Cash Flow Hedges Other Cash Flow Hedges Totals for each Net Income Total
Line Interest Rate Swaps [Insert Footnote at Line 1 category of (Carried Forward Comprehensive
No. to specify category] items recorded in from Page 118, Income
i} (@ Account 219 Line 78)
) U] (i)
1
2
3
3
5
6
7
8
5
10
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Name of Respondent This Report Is: Rz-xte Bf R$p)ort Year/Period of ﬁeg@ﬂ
(1) An Original o, Da, YT
Duke Energy Kentucky, Inc. (2) [ A Resubmission 04/12/2018 End of 2017/Q4

Statement of Retained Earnings

1. Report all changes in appropriated retained earnings, unappropriated retained eamnings, and unappropriated undistributed subsidiary earnings for the year.

2. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436-439 inclusive). Show the contra primary account
affected in column (b}.

3. State the purpose and amount for each reservation or appropriation of retained eamings.

4. List first Account 439, Adjustments to Retained Earmings, reflecting adjustments to the opening balance of retained eamings. Follow by credit, then debit items, in that order.
5. Show dividends for each class and series of capital stock.

Contra Primary Current Quarter Previous Quarter
Line ltem Account Affected Year to Date Year to Date
No. Balance Balance
(@) (b} ) ()
UNAPPROPRIATED RETAINED EARNINGS
T_| Baence Begining o Parid I I 577 N X7
2 Changes (Identify by prescribed retained earnings accounts) a )
3 Adjustments to Retained Eamings (Account 439)
4 TOTAL Credits to Retained Earnings (Account 439) (footnote details)
5 TOTAL Debits to Retained Earnings (Account 439) (footnote details)
6 Balance Transferred from Income (Acct 433 less Acct 418.1) 59,398,930 42,583,938
7 Appropriations of Retained Earnings {Account 436)
8 TOTAL Appropriations of Retained Eamings (Account 436) (footnote details)
9 Dividends Declared-Preferred Stock (Account 437)
10 | TOTAL Dividends Declared-Preferred Stock (Account 437) (footnote details)
1 Dividends Declared-Common Stock (Account 438)
12 TOTAL Dividends Declared-Common Stock (Account 438) (footnote details)
13 Transfers from Account 216.1, Unappropriated Undistributed Subsidiary Eamings
14 Balance-End of Period (Total of lines 1, 4, 5, 6, 8, 10, 12, and 13) 320,140,297 260,741,367
15 | APPROPRIATED RETAINED EARNINGS (Account 215)
16 TOTAL Appropriated Retained Earnings (Account 215) (footnote details)
17 | APPROPRIATED RETAINED EARNINGS-AMORTIZATION RESERVE, FEDERAL (Account
18 | TOTAL Appropriated Retained Earnings-Amortization Reserve, Federal {Account
19 TOTAL Appropriated Retained Earnings (Accounts 215, 215.1) (Total of lines
20 TOTAL Retained Earnings {Accounts 215, 215.1, 216) (Total of lines 14 and 1 320,140,297 260,741,367
21 UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (Account 216.1)
Report only on an Annual Basis no Quarterly
22 Balance-Beginning of Year (Debit or Credit)
23 Equity in Eamnings for Year (Credit) (Account 418.1)
24 | (Less) Dividends Received (Debit)
25 Other Changes (Explain)
26 Balance-End of Year

FERC FORM NO. 2 (REV 06-04)

Page

118-119

of 149



KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 2
Page 21 of 149

Name of Respondent This Report is: Date of Report  |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

\Schedule Page: 118 Line No.: 12 Column: d
October 2016 Common Stock Dividend $10,000,000
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KyPSC Case No. 2018-00261

Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:

(1) An Original
(2) []A Resubmission

FR 16(7)(k) Attachment - FERC
Date of Report Year/Period of B8EEE
(Mo, Da, Yr)
04/12/2018 End of 2017/Q4

Statement of Cash Flows

taxes paid.

(1) Codes to be used:(a) Net Proceeds or Payments;(b)Bonds, debentures and other long-term debt; (c) Include commercial paper; and (d) Identify
separately such items as investments, fixed assets, intangibles,
(2} Information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation
between "Cash and Cash Equivalents at End of Period” with related amounts on the Balance Sheet.

(3) Operating Activities - Other: Include gains and losses pertaining to operating activities only. Gains and losses pertaining to investing and financing
activities should be reported in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income

etc.

(4) Investing Activities: Include at Other (line 25) net cash outflow to acquire other companies. Provide a reconciliation of assets acquired with liabilities
assumed in the Notes to the Financial Statements. Do not include on this statement the doliar amount of leases capitalized per the USofA General
Instruction 20; instead provide a reconciliation of the dollar amount of leases capitalized with the plant cost.

Form 2
P of 149

Line Description (See Instructions for explanation of codes) Current Year Previous Year
No. to Date to Date

(a) Quarter/Year Quarter/Year
1 Net Cash Flow from Operating Activities ‘
2 Net Income {Line 78(c) on page 116) 59,398,930
3 Noncash Charges (Credits) to Income: ‘
4 Depreciation and Depletion 43,842,295 41,052,844
5 Amortization of (Specify) (footnote details) %‘
6 Deferred Income Taxes (Net) 12,454,720 18,120,398
7 Investment Tax Credit Adjustments (Net) { 87,352) ( 132,203)
8 Net (Increase) Decrease in Receivables ( 3,150,383) ( 3,410,701)
9 Net (Increase) Decrease in Inventory 5,244,159 { 4,895,644)
10 Net (Increase) Decrease in Allowances Inventory 19,444 | 22,579
11 Net [ncrease (Decrease) in Payables and Accrued Expenses 2,557,700 28,166,317
12 Net (Increase) Decrease in Other Regulatory Assets { 17,777,573) { 21,070,168)
13 Net Increase (Decrease) in Other Regulatory Liabilities ( 96,367) ( 1,685,767}
14 (Less) Allowance for Other Funds Used During Construction 3,358,208 1,332,221
18 (Less) Undistributed Earnings from Subsidiary Companies
16 Other {footnote details):

17 | Net Cash Provided by (Used in) Operating Activities

|

18 | (Total of Lines 2 thru 16)

111,002,404 107,026,541

20 Cash Flows from Investment Activities:

1 Construction and Acquisition of Plant (including fand):

!
|

22 | Gross Additions to Utility Plant (less nuclear fue) ( 185,906,815) ( 109,720,103)
23 | Gross Additions to Nuclear Fuel

24 | Gross Additions to Common Utility Plant { 3,588,413) 456,540
25} Gross Additions to Nonutifity Plant

26 (Less) Allowance for Other Funds Used During Construction { 3,358,208) { 1,332,221)
27 Other (footnote details):

28 Cash Outflows for Plant (Total of lines 22 thru 27) ( 186,137,020) ( 107,931,342)

30 Acquisition of Other Noncurrent Assets (d)

kil Proceeds from Disposal of Noncurrent Assets (d)
32
33 Investments in and Advances to Assoc. and Subsidiary Companies ( 14,671,000)

34 Contributions and Advances from Assoc. and Subsidiary Companies

35 Disposition of Investments in {and Advances to)

36 Associated and Subsidiary Companies

38 Purchase of Investment Securities (a)

39 Proceeds from Sales of Investment Securities (a)
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Statement of Cash Flows (continued)

Line Description (See Instructions for explanation of codes) Current Year Previous Year
No. to Date to Date
(a) Quarter/Year Quarter/Year
40 Loans Made or Purchased
4 Collections on Loans
42
43 Net (Increase) Decrease in Receivables
44 Net (Increase) Decrease in Inventory
45 Net (Increase) Decrease in Allowances Held for Speculation
46 NetIncrease (Decrease) in Payables and Accrued Expenses
47 Other (footnote details):
48 Net Cash Provided by (Used in) Investing Activities
49 (Total of lines 28 thru 47) ( 200,808,020) ( 107,931,342)
50
51 Cash Flows from Financing Activities:
52 Proceeds from Issuance of:
53 | Long-Term Debt (b) 90,000,000 95,000,000
54 | Preferred Stock
55 | Common Stock
56 Capital Investment Infusion 15,000,000
57 Net Increase in Short-term Debt (c)
58 Other (footnote details):
59 Cash Provided by Outside Sources (Total of lines 53 thru 58) 105,000,000 95,000,000
60
61 Payments for Retirement of:
62 | Long-Term Debt (b) 50,000,000)
63 | Preferred Stock
64 | Common Stock
65 | Other (footnote details):
66 Net Decrease in Short-Term Debt (¢}
67 | Premium Payments and Fees on Deferred Debts ( 385073) (  615173)
68 Dividends on Preferred Stock
69 Dividends on Common Stock
70 Net Cash Provided by (Used in} Financing Activities
71 (Total of lines 59 thru 69) 84,958,927 ( 1,702,173)
72
73 Net Increase (Decrease) in Cash and Cash Equivalents
74 | (Totalofline 18, 49 and 71) ( 4,846,689) (  2,606,974)
75
76 Cash and Cash Equivalents at Beginning of Period 6,533,836 9,140,810
7
78 Cashand Cash Equivalents at End of Period - 1 6,533,836
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FOOTNOTE DATA
\Schedule Page: 120 Line No.:5 Column: ¢
Plant ltems $ 2,615,436
Debt Discount, Premium, Expense and Loss on Reacquired Debt 1.014,785
Total Amorization $ 3,630,221
\Schedule Page: 120 Line No.:5 _Column: b ]
Plant ltems $ 3,824,519
Debt Discount, Premium, Expense and Loss on Reacquired Debt 568,216
Total Amortization $ 4,392,735
ISchedule Page: 120 Line No.: 16 _Column: b
Unrecovered Purchased Gas Costs $1,011,058
Prepayments 8,579,740
Clearing Accounts 70
Miscellaneous Current and Accrued Assets 3,498,226
Miscellaneous Deferred Debits (2,162,806)
Obligations under Capital Leases - Non - current (885,341)
Accumulated Provisions 155,165
Customer Advances for Construction 128,564
Other Deferred Credits (3,119,637)
Contribution to Company Sponsored Pension Plan (1,323,820)
Net Utility Plant and Non Utility Property 3,337,676
Deferred Income Taxes (1,136,317)
Derivative Instruments Liabilities (113,030)
Preliminary Survey and Investigation Charges 152,487
Debt Expenses (209,019)
Other Investments __(3850.712)
$ 7,562,304

ISchedule Page: 120 _Line No.: 16 Column: ¢

Unrecovered Purchased Gas Costs
Prepayments

Clearing Accounts

Miscellaneous Current and Accrued Assets
Derivative Instrument Assets

Miscellaneous Deferred Debits

Obligations Under Capital Leases - Non current
Accumuiated Provisions

Customer Advances for Construction

Other Deferred Credits

Contribution to Company Sponsored Pension Plan
Net Utility and Non-utility Property

Deferred Income Taxes

Derivitive Instruments Liabilities

Preliminary Survey and Investigative Charges
Debt Expenses

Other Investments

$ (1,257,488)
2,224,062
40
6,267,632
(8,765)
2,635,555
(686,309)
(1,107,723)
452,965
(891,996)
(1,443,420)
(4,346,667)
3,804,255
(82,132)
1,212,512
(513,525)
(282,048)
$ 5,976,948
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' FOOTNOTE DATA

|Schedule Page: 120  Line No.: 78 Column: b
Supplemental Disclosures (in thousands): YTD December 2017  YTD December 2016
Cash paid for interest, net of amount capitalized $ 12,352 $ 12,986
Cash paid / (refunded) for income taxes ($ 15,767) ($ 18,335)
Significant non - cash transactions (in-thousands): YTD December 2017 YTD December 2016
AFUDC - equity component $ 3,358 $ 1,332
Accrued capital expenditures $ 32,369 $ 12,594
Cash and Cash Equivalent at End of Period: YTD December 2017  YTD December 2016
Cash (131) $ 1,687,146 $ 6,533,836
Working Funds (135) 0 0
Temporary Cash Investments (136) 0 I )

$ 1,687,146 $ 6,533,836
[Schedule Page: 120 _ Line No.: 65 Column: b ' j
Intercompany Moneypool Payable $ (19,656,000)
[Schedule Page: 120 _Line No.: 65 _ Column: c ]
Intercompany Moneypool Payable $ (36,087,000)
Distribution to Parent 10.000.000

$ (46,087,000)
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Notes fo Financial Statements

1. Provide important disclosures ragarding the Balance Sheet, Statement of Income for the Year, Statement of Retained Earnings for the Year,
and Statsment of Cash Flow, or any account thereof. Classify the disclosures according to each financial statement, providing a subheading for
each statemnant except where a disclosure is applicable to mors than one statement. The disclosures must be on the same subject matters and
in the same feve! of datail that would be required if the raspandent issued general purpose financial statements to the public of sharehoiders.

2. Fumish dstails as to any significant contingent assets or liabilities existing at year end, and briefly explain any action initiated by the Internal
Revenue Service involving possible assessment of additional income taxes of material amount, or a claim for refund of income taxes of a
material amount initiated by the utiiity. Also, brisily explain any dividends in arrears an cumulative preterred stock.

3. Furmnish dstails on the respendent's pension plans, post-retirement benefits other than pensions (PFBOP) plans, and post-employment benefit
plans as required by instruction no. 1 and, in addition, disclose for each individuat plan the current year's cash contributions. Furnish details on
the accounting for the plans and any changes in the method of accounting for them. Include details on the accounting for transition obtigations or
assets, gains or losses, the amounts deferred and the expected recovery perinds. Also, disclose any current year's ptan or trust curtailments,
terminations, transiers, or reversions of assets. Entities that participate in multiemployer postretirement benefit plans (e.g. parent company
sponsored pension plans) disclose in addition to the required disclosures for the consolidated plan, (1) the amaunt of cast recognized in the
rc-lzspondent's financial statements for each plan for the period presented, and (2) the basis for determining the respondent’s shars of the totat
plan costs.

4. Furnish details on the respondent’s asset retirement obligations (ARO) as required by instruction no. 1 and, in addition, disclose the amounts
recoverad through rates to settle such obligations. Idantify any mechanism or account in which recovered funds are being piaced (i.e. trust funds,
insurance policies, surety bonds). Fumish details on the accounting for the asset retiremant obligations and any changes In the measurement or
method of accounting for the obligations. Include details on the accounting for settlement of the obligations and any gains or losses expected or
incurred on the setftlement.

5. Provide a list of alt environmental csedits received during tha reporting period.

6. Provide a summary of revenues and expenses for each tracked cost and special surcharge.

7. Where Account 189, Unamortized Loss an Reacquired Debt, and 257, Unamoriized Gain on Reacquired Debt, are not used, give an
explanation, providing the rate trealment given these llem. See General instruction 17 of the Uniform System of Accounts.

8. Explain concisely any retained earnings restrictions and state the amount of retained eamings aifected by such restrictions.

9. Disclose details on any significant financiat changes during the reporting year to the respondent or the respondent's consotidated group that
directly affect the respondent's gas pipeline operations, including: sales, transfers or mergers of afiifiates, investments in new partnerships, sales
of gas pipeline facilities or the sale of ownership interests in the gas pipeline to limited partnerships, investments in related industries (i.e.,
production, gathering), major pipeline investments, acquisitions by the parent corporation(s), and distributions of capital.

10. Explain concisely unsettied rate proceedings where a contingency exists such that the company may need to refund a material amount to
the utility's customers or that the utility may receive a material refund with respact to power or gas purchases. State for each year affected the
gross revenues or costs to which the contingency relates and the tax effects and explain the major factors that affect the rights of the utility to
retain such revenues of to recover amounts paid with respect to power and gas purchases.

11. Explain concisely significant amounts of any refunds made or received during the year resuiting from settiement of any rate proceeding
affecting revenues received or costs incurred for power or gas purchases, and summarize the adjustments made to balance sheet, income, and
expense accounts.

12. Explain concisely only those significant changes in accounting methods made during the year which had an effect on net incoms, including
the basis of aflocations and apportionments from those used in the preceding year. Also give the approximate dollar effect of such changes.

13. For the 3Q disclosures, respondent must provide in the notes sufficient disclosures so as to make the interim information not misleading.
Disclosures which would substantialy duplicate the disclosures contained in the most recent FERC Annual Report may be omitted.

14. For the 3Q disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurred which
have a material effact on the respondent. Respondent must include in the notes significant changes since the most recently completed year in
such items as: accounting principles and practices; estimates inherent in the preparation of the financial statements; status of long-term
contracts; capitalization including significant new borrowings or modiiications of existing financing agreements; and changes resulting from
business combinations or dispositions. However were material contingencies exist, the disclosure of such matters shall be provided even though
a significant change since year end may not have occurred.

15. Finally, if the notes to the financial statements relating to the respondent appearing in the annual repori to the stockholders are applicable
and furnish the data required by the above instructions, such notes may be included herein.

This Federal Energy Regulatory Commission (FERC) Form 1 has been prepared in conformity with the requirements of
the FERC as set forth in its applicable Uniform System of Accounts and published accounting releases, which is a
comprehensive basis of accounting other than Generally Accepted Accounting Principles in the United States of America
{(GAAP). The following areas represent the significant differences between the Uniform System of Accounts and GAAP:

o GAAP requires that public business enterprises report certain information about operating segments in complete
sets of financial staternents of the enterprise and certain information about their products and services, which are
not required for FERC reporting purposes.

s GAAP requires that majority-owned subsidiaries be consolidated for financial reporting purposes. FERC
requires that majority-owned subsidiaries be separately reported as Investment in Subsidiary Companies, unless

| FERC FORM NO. 2/3-Q {REV 12-07) 122.1 |
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an appropriate waiver has been granted by the FERC.

FERC requires that income or losses of an unusual nature and infrequent occurrence, which would significantly
distort the current year's income, be recorded as extraordinary income or deductions, respectively.

GAAP requires that removal and nuclear decommissioning costs for property that does not have an associated
legal retirement obligation be presented as a regulatory liability on the Balance Sheet. These costs are presented
as accumulated depreciation on the Balance Sheet for FERC reporting purposes.

GAAP requires the regulatory assets and liabilities resulting from the implementation of ASC 740-10 (formerly
SFAS No. 109) be presented as a net amount on the balance sheet. For FERC reporting purposes, these assets and

liabilities are presented separately and are included in the Other Regulatory Asset and Other Regulatory Liability
line items.

GAAP requires that the current portion of regulatory assets and regulatory liabilities be reported as current assets
and current liabilities, respectively, on the Balance Sheet. FERC requires that the current portion of regulatory
assets and liabilities be reported as Regulatory Assets within Deferred Debits and Regulatory Liabilities within
Deferred Credits, respectively.

GAAP requires that any deferred costs associated with a specific debt issuance be presented as a reduction to
debt on the Balance Sheet. FERC requires any Unamortized Debt Expense to be separately stated as a Deferred
Debit on the Balance Sheet.

GAAP requires that certain account balances within financial statement line items which are not in the natural
position for that line item (e.g. an account within Accounts Receivable with a credit balance) be reclassed to the
appropriate side of the Balance Sheet. FERC does not require certain accounts which are not in a natural position
for their respective lime item to be reclassed, as long as the line item in total is in its natural position.

GAAP requires that regulated assets that are abandoned or retired early, including the cost of the asset and its
associated depreciation, be reclassified to a separate regulatory asset on the Balance Sheet. For FERC reporting
purposes, those assets which have been abandoned but are still operating are maintained in their original balance
sheet accounts.

GAAP requires that the current portion of Asset Retirement Obligations be reported as current liabilities on the
Balance Sheet. For FERC reporting purposes, these liabilities are not reported separately and are reflected as
Asset Retirement Obligations within the Other Noncurrent Liabilities section of the Balance Sheet.

With the adoption of Accounting Standards Update (ASU) No. 2017-17 January 1, 2018, GAAP requires that the
service cost related to pensions and PBOP be reported with other compensation costs arising from services
rendered by employees during the period be included in a subtotal of income from operations on the income
statement, while non-service cost components are to be presented in the income statement separately outside a
subtotal of income from operations. Only the service cost component may be eligible for capitalization if all
other capitalization criteria are met. For FERC reporting purposes, costs related to pensions and PBOP will be
included in the Net Utility Operating Income of the income statement. Duke has made a non-revocable election
to capitalize only the service cost component of pension and PBOP costs, upon implementing ASU No. 2017-07,
This change is not expected to have a material impact on the financial staterments.
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Notes to Financial Statements

Duke Energy Kentucky's notes to the financial statements have been prepared in conformity with GAAP. Accordingly,
certain footnotes are not reflective of Duke Energy Kentucky's financial statements contained herein.
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1. ORGANIZATION AND BASIS OF PRESENTATION
NATURE OF OPERATIONS AND BASIS OF PRESENTATION

Duke Energy Kentucky, Inc. {Duke Energy Kentucky) is a combination electric and natural gas public ulility company that provides service in northern
Kentucky. Duke Energy Kentucky's principal lines of business include generalion, fransmission, distribution and sale of electricity, as welt as the
transportation and sale of natural gas, Duke Energy Kentucky is subject to the regulatory provisions of the Kentucky Public Service Commission
(KPSC) and the Federal Energy Regulatory Commission (FERC). Duke Energy Kentucky's common stock Is wholly owned by Duke Energy Ohio, Inc.
(Duke Energy Ghio), an indirect wholly owned subsidiary of Duke Energy Corporation {Duke Energy}.

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

Other Current Liabilities

The following table provides detail of certain amounts included in Other within Gurrant Liabilities.

December 31,

(in thousands) Locatlon 2017 2016

Customer Deposits Current Liahilities 9,860 10,270

SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

In preparing financial statements that conform to generally accepted accounting principles in the United States (U.S.) (GAAP), Duke Energy Kentucky
must make estimatas and assumptions that affect the reportad amounts of assets and liabilities, the reported amounts of revenues and expenses and
the disclosure of contingent assets and Kabilities at the date of the financial statements. Actual results could differ from those estimates.

Regulatory Accounting

The majority of Duke Energy Kentucky's operations are subject to price regulation for the sals of electricity and natural gas by the KPSC or FERC.
When prices ars set on the basis of specific costs of the regulated operations and an effective franchise is in place such that sufficient natural gas or
electric services can be sold to recover those costs, Duke Energy Kentucky appiies regulatory accounting. Regutatory accounting changes the timing of
the recognition of costs or revenues relative to a company that does not apply regulatory accounting. As a result, reguiatory assets and regulatory
liabilities are recognized on the Balance Sheets. Regulatory assets and liabilities are amortized consistent with the treatment of the related cost in the
ratemaking process. See Note 2 {or further information,

Regulated Fuel and Purchased Gas Adjustment Clauses

Duke Energy Kentucky utilizes cost-tracking mechanisms, commonly referred to as fuel adjustment clauses. These ctauses altow for the recovery of
fuel and fuel-related costs and portions of purchased power costs through surcharges on customer rates. The difference betwaen the costs incurred
and the surcharge revenues is racorded as an adjustment to Operating Expenses - Fuel used in electric generation and purchased power or Operating
Expenses - Cost of natural gas on the Statements of Operations with an off-setting impact on regulatory assets or liabilities.
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Cash and Cash Equivalents
All highly liquid investments with maturities of three months or less 2t the date of acquisition are considered cash equivalents.
inventory

Inventory is used for operations and is recorded primarily using the average cost method. inventory related to regulated operations is valued at
historical cost. Materials and supplies are recorded as inventory when purchased and subsequently charged to expense or capitalized to property, plant
and equipment when installed. Inventory, including excess or obsoleta inveniary, is written-down to the lower of cost or market value. Once inventory
has been written-down, it creates a new cost basis for the inventory that is not subsequently written-up. Provisions for inventory write-offs were not
material at December 31, 2017, and 2016. The components of inventory are presented in the table befow.

December 31,
{in thousands) 2017 2016
Matenais and suppties S 19,300 35 21,964
Coal 17,354 19,499
Natural gas, oil and other 7,139 7,574
Total inventory S 43,793 $ 49,037

Long-Lived Asset Impairments

Duke Energy Kentucky evaluates long-lived assets for impairment when circumstances indicate the carrying value of those assets may not be
recoverable. An impairment exists when a long-lived asset's carrying value exceeds the estimated undiscounted cash flows expected to resuit from the
use and eventual disposition of the asset. The estimated cash flows may be based on alternative expected outcomes that are probability weighted, If
the carrying value of the long-lived asset is not recoverable based on these estimated future undiscounted cash flows, the carrying value of the asset is
written-down lo its then-current estimated fair vaiue and an impairment charge is recognized.

Duke Energy Kentucky assesses the fair value of long-lived assais using various methods, Inctuding recent comparable third-party sales, intemally
developed discountad cash flow analysis and analysis from outside advisors. Triggering avents to reassess cash fiows may include, but are not limited
to, significant changes in commodity prices, the condition of an asset or management's interest in selling the asset,

Property, Plant and Equipment

Property, plant and equipment are stated at the lower of depreciated historical cost net of any disaliowancas or fair value, it impaired. Duke Energy
Kentucky capitalizes alt construction-related direct tabor and material costs, as well as indirect construction costs such as general engineering, taxes
and financing costs. See "Allowance for Funds Used During Construction (AFUDC)” and "Asset Retirement Obiigations {ARO)" befow for further
information on capitalized financing costs and legal obligations associated with the retirement of property, plant and equipment. Costs of renewals and
betterments that extend the useful life of property, plant and equipment are also capitalized. The cost of repairs, replacements and major maintenance
projects, which do not extend the usefu! life or increase the expected output of the asset, is expensed as incurred. Depreciation is generally computed
over the estimated useful fife of the asset using the composite straight-line method. Depreciation studies are conducted periodically to update
composite rates and are approved by the KPSC and/or the FERC when required. The composite weighted average depreciation rate was 2.2 percent
for the years anded Dacember 31, 2017 and 2016.

In general, when Duke Energy Kentucky retires its regulated property, plant and equipment, original cost plus the cost of retirement, less salvage value,
is charged to accumulated depreciation. However, when it becomes probable a requlated asset will be retired substantially in advance of its original
expected useful life or will be abandoned, the cost of the asset and the corresponding accumutated depreciation is recognized as a separate asset, If
the asset is stilt in operation, the net amount is classified as Generation facilities to be retired, net on the Balance Sheets. 1f the asset is no longer
operating, the net amount is classified in Regulatory assats on the Balance Sheets. When it becomes probable that regulated mass utility assets, such
as meters, will be abandoned, the cost of the assets and accumulated depreciation is reclassified to regulatory assets for the amounts recoverable in
rates. The carrying value of the asset is based on historical cost if Duke Energy Kentucky is allowed to recover the remaining net book value and a
return equal to at least the incremental borrowing rate. if not, an impairment is recognized to the extent the net book value of the asset exceeds the
present value of future revenues discounted at the incremental borrowing rate.

When Duke Energy Kantucky selis entire regulated operating units, the original cost and accumutated depreciation and amoriization balances are
removed from Property, Plant and Equipment on the Balance Sheets. Any gain or loss is recarded in earnings, unless otherwise required by the
applicabte regutatory body.

FERC FORM NO. 2/3-Q (REV 12.07) 122.5 l




KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 2
Page 31 of 149

Name of Respondent This Report is: Date of Report | Year/Period of Report
(1) X An Original {Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
Notes to Financial Statements

See Note & for further information.
Allowance for Funds Used During Construction {AFUDC)

For regulated operations, the dabt and equity costs of financing the construction of property, plant and equipment are reflected as AFUDC and
capitalized as a component of the cost of property, plant and equipment. AFUDC equity is reported on the Statements ot Operaticns as non-cash
Income in Other Income and Expenses, net. AFUDC debt is reported as a non-cash offset to Interest Expense. After construction is completed, Duke

Energy Kentucky is parmitted to recover these costs through their inclusion in rate base and the corresponding subsequent depreciation or amortization
of those regulated assets.

AFUDC equity, a permanent ditference for income taxes, reduces the effective tax rate when capitalized and increases the eifective tax rate when
depreciated or amortized.

Asset Retirement Obligations (ARO)

AROs are recognized for legal obligations associated with the retiremeant of property, plant and equipment. When recording an ARO the present value
of the projected liability is recognized in the period in which It Is incurred, if a reasonable estimate of fair value can be made, and the liabllity Is accreted
over time. For operating plants, the present value of the liability is added to the cost of the associated asset and depreciated over the remaining life of
the asset. For retired plants, the present value of the liability is recorded as a reguialory asset unless determined not to be recoverable.

The present value of the initiat obligation and subsequent updates are based on discounted cash flows, which include estimates regarding timing of
future cash flows, selection of discount rates and cost escalation rates, among other factors. These estimates are subject to change. Depreciation
expense is adjusted prospectively for any changes to the carrying amount of the associated asset. Duke Energy Kentucky receives amounts to fund the
cost of the ARO from regutated revenues. As a rasult, the net of amounts recovered in regulated revenues, accretion expense and depreciation of the
associated asset is defarred as a regutatory asset or liability.

Obligations for closure of ash basins are based upon discounted cash flows of estimated costs for site-specific plans, if known, or probability weightings
of the potential closure methods if the closure plans are under development and multiple closure options are being considered and evaluated on a
site-by-site basis.

See Note 5 for further information.
Comprehensive incame

Comprehensive income is defined as the change in equity of a business enterprise durlng a period from transactions and other events and
circumstances from non-owner sources. Comprehensive income is the same as net income for ali periods presented. Therefore, a separate statement
of comprehensive income is not included in the accompanying financial statements.

Revenue Recognition and Unbilled Revenue

Revenues on sales of electricity and natural gas are recognized when servics is provided or the product is delivered. Unbilled revenues are recognized
by applying customer billing rates to the estimated volumes of energy or natural gas delivered but not yet billed. Unbilled revenues can vary significantly
from pariod fo period as a result of seasonality, weather, customer usage patterns, customer mix, average price in effect for customer classes, timing of
rendering customer hills and meter reading schedules, and the impact of weather normalization or margin decoupling mechanisms.

Duke Energy Kentucky sells, on a revelving basis, nearly all of its retail accounts receivable, including receivables for unbilled revenues, to an affiliats,
Cinergy Receivables Company, LLC (CRC). As discussed further in Note 11, Duke Energy Kentucky accounts for the transfers of receivables to CRC
as sales. Accordingly, the receivables sold are not reflected on the Balance Sheets. Receivables for unbilied revenues related to retait accounts
recaivable inctuded in the sales of accounts receivable to CRC at December 31, 2017 and 20186, wers $25 miliion and $23 miltion, respectivaly.

Unbilled revenues, which are recorded as Receivablas on the Balance Sheets and exclude receivables sold to CRC, primarily include wholesale related
revenues and totalad $516 thousand and $79 thousand at Decernber 31, 2017 and 2018, respectively.
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Derivatives and Hedging

Derivative and non-derivative instruments may be used in connecticn with commodity price and interest rate activities, including swaps, futures,
forwards and options. All derivative instruments, except those that qualify for the normat purchasa/normal sale excaption, ara recorded on the Balance
Sheets at fair value. For activity subject to regulatory accounting, gains and losses on derivativa contracts ara reflected as ragulalory assets or liabilities
and not as other comprehensive income or current period income. As a result, changes in fair value of these dervatives have no immediate earnings
impact.

See Note 9 for further information.
Unamortized Debt Preamium, Discount and Expense

Premiums, discounts and expenses incurred with the issuance of outstanding long-term debt are amortized over the term of the debt issue. The gain or
loss on extinguishment associated with refinancing higher-cost debt obligations used 1o finance regulated assets is amortized. Amortizafion expense is
recorded as Interest Expense in the Statements of Operations and is reflected as Depreciation and amortization within Net cash pravided by operating

activities on the Statemenis of Cash Flows.

Premiums, discounts and expenses are presented as an adjustment to the carrying value of the debt amount and inciuded in Long-Term Debt on the
Batance Sheets presented,

Loss Contingencies and Environmental Liabilities

Contingent losses are recorded when it is probable a foss has occurred and can be reasonably estimated. When a range of the probable loss exists and
no amount within the range is a better estimate than any other amount, the minimum amount in the range is recorded. Unless otherwise required by
GAAP, legal fees are expensed as incurred.

Environmental liabilities are recorded on an undiscounted basis when environmental remediation or other liabiiities become probable and can be
reasonably estimated. Environmental expenditures related to past operations that do not generate current or future revenues are expensed.
Environmental expenditures related to operations that generate current or future revenues are expensed or capitalized, respectively. Cenain
environmental expenditures receive regulatory accounting treatment and are recorded as regulatory assets.

See Notes 2 and 3 for further information.
Pension and Other Post-Retirement Benelit Plans

Duke Energy maintains qualified, non-qualified and other post-retirement banefit plans. Eligible employaes of Duke Energy Kentucky participate in the
respective qualified, non-qualified and other post-retirement benefit plans and Duke Energy Kentucky is allacated its proportionate share of benafit
costs. See Note 12 for further information.

income Taxes

Duke Energy and its subsidiaries fite a consolidated federal income tax return and other state and {foreign jurisdictional retums. Duke Energy Kentucky
entered into a tax-sharing agreement with Duke Energy, and income taxes recorded represent amounts Duke Energy Kentucky would incur as a
separate G-Corporation. Deferred income taxes have been provided for temporary differences between GAAP and tax bases of assets and liabilities
because the differences create taxable or tax-deductible amounts for future periods. Investment tax credits associated with regulated operations are
deferred and amartized as a reduction of income tax expense over the estimated useful lives of the related properties.

Accumulated deferred income taxes (ADIT) are valued using the enacted tax rate expected to apply to taxable income in the periods in which the
deferred tax asset or liability is expected to be setiled or realized. In the event of a change in tax rates, deferred tax assets and labilities are
remeasured as of the enactmenti date of the new rate. To the extent that the change in the value of the deferred tax represents an obligation to
customers, the impact of the remeasurement is deferred to a regulatory liability. Remaining impacts are recorded in income from continuing operations.
Other impacts of the Tax Cuts and Jobs Act (Tax Act) have been recorded on a provisional basis, see Note 13, “income Taxes,” for additional
information. If Duke Energy's estimate of the tax effect of reversing temporary differences is not refiective of actual outcomes, is modified to reflect new
developments or interpretations of the tax law, revised to incorparate new accounting principles, or changes in the expected timing or manner of the
reversal then Duke Energy's results of operations could be impacted.

Tax-related interest and penalties are recorded in Interest Expense and Other Income and Expenses, net, in the Statements of Operations.

See Note 13 for further information,
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NEW ACCOUNTING STANDARDS

The new accounting standards adopted for 2017 and 2016 had no material impact on the presentation or resulls of cperations, cash flows or
financial position of Duke Energy Kentucky. The following new Accounting Standards Updates have been issusd, but have not yet been adopted by
Duke Energy Kentucky, as of December 31, 2017.

Revenue from Contracts with Customers. In May 2014, the Financial Accounting Standards Board (FASB) issued revised accounting guidance for
revenue recognition from contracts with customers. The core principle of this guidance is that an entity should recognize revenue to depict the transfer
of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. The amendments in this update also require disclosure of sufficient information 1o allow users to understand the nature, amount,
timing and uncertainty of revenue and cash flows arising from contracts with customers.

Duke Energy Kentucky has idenlified material revenue streams, which served as the basis for accounting analysis and documentation of the impact of
this guidance on revenue recognition. The accounting analysis included reviewing representative contracts and tariffs for each material revenue stream.
Most of Duke Energy Kentucky's revenue will be in scope of the new guidance, The majority of our sales, including energy provided to residential
customers, are from tariff offerings that provide natural gas or electricity without a defined contractual term (“at-will*). For such arrangements, revenue
from contracts with customers will be equivalent to the electricity or natural gas supplied and billed in that period (including estimated billings). As such,
there will not be a significant shit in the timing or pattern of revenue recognition for such sales.

Duke Energy Kentucky has monitored the activities of the power and utilities industry revenue recognition task force including draft accounting positions
released in October 2017 and the impact, if any, on Duke Energy Kentucky's specific contracts and conclusions. Potential revisions to processes,
policies and controls, primarily related to evaluating supplemental disclosures required as a result of adopting this guidance, wiil be evaluated and
implemented as necessary. Some revenue arrangements, such as alternative revenue programs and leases, are excluded from the scope of the new
revenue recognition guidance and, therefore, will be accounted for and evaluated for separate presentation and disclosure under other relevant
accounting guidance.

Duke Energy Kentucky intends to use the modified retrospective method of adoption effective January 1, 2018. Under the madified retrospective
method of adoption, prior year reported results are not restated and a cumulative-effect adjustment, if applicable, is recorded to retained eamings at
January 1, 2018, as if the standard had always been in effect. In addition, disclosures, if applicable, include a comparison to what would have been
reported for 2018 under the previous revenue recognition rules to assist financial statement users in undarstanding how revenue recognition has
changed as a result of this standard and to facilitate comparability with prior year reported results, which are not restated under the modified
retrospective approach as described above. Duke Energy Kentucky will utilize certain practical expedients including applying this guidance to open
contracts at the date of adoption and recognizing revenues for certain contracts under the invoice practical expedient, which allows revenue recognition
to be consistent with invoiced amounts (including estimated billings) provided cerain criteria are met, including consideration of whether the invoiced
amounts reasonably represent the value provided to customers. While the adoption of this guidance is not expected to have a material impact on either
the timing or amount of revenues recognized in Duke Energy Kentucky's financial statements, Duke Energy Kentucky anticipates additional disclosures
around the nature, amount, timing and uncertainty of our revenues and cash flows arising from contracts with customers. Duke Energy Kentucky
continues 1o evaluate what information will be most useful for users of the financial statements, including information already provided in disctosures
outside of the financial statement footnotes. These additionai disclosures are expected to include the disaggregation of revenues by customer class.

Financiat Instruments Classification and Measurement. In January 2016, the FASB issued revised accounting guidance for the classification and
measurement of financial instruments. Changes in the fair value of ali equity securities will be required to be recorded in net income. Current GAAP
allows some changes in {air value for available-for-sale equity securities to be recorded in accumulated other comprehensive income. Additional
disclosures will be required to present separately the financial assets and financial liabilities by measurement category and form of financia) asset. An
entity's equity investments that are accounted for under the equity method of accounting are not included within the scope of the new guidance.

For Duke Energy Kentucky, the revised accounting guidance is effective for interim and annuai periods beginning January 1, 2018, by recording a
cumulative effect adjustment to retained earnings as of January 1, 2018, This guidance is expected to have minimal impact on the Statemants of
Operations as changes in the fair value of most of the Duke Energy Kentucky's available-for-sale equily securities are deferred as regulatory assets ar
liabilities pursuant to accounting guidance for regulated operations.
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Leases. In February 2016, the FASB issued revised accounting guidance for feasss. The core principle of this guidance is that a lessee should
recognize the assets and liabilities that arise from leases on the balance sheet.

For Duke Energy Kentucky, this guidance is effective for interim and annuai periods beginning January 1, 2019. The guidance is applied using a
modified retrospective approach. Upon adoption, Duke Energy Kentucky expects to elect the practical expedients, which would require no
reassessment of whether existing contracts are or ¢contain leases as well as no reassessment of tease ciassification for existing leases. Additionally, we
expect to adopt the optional transition practical expedient aliowing the entity not 1o reassess the accounting for land easements that currently exist at
the adoption of the leasa standard on January 1, 2019. Duke Energy Kentucky is currently evaluating the financtal statement impact of adopting this
standard and is continuing to monitor industry implementation issues, including easements, pole attachments and renewable Power Purchase
Agreements. Other than an expected increase in assets and Habiiities, the ultimate impact of the new standard has not yet been determined. Significant
system enhancements, including additional processes and controls, will be required to facilitate the Identification, tracking and reporting of potential
feases based upon requirements of the new lease standard. Duke Energy Kentucky has begun the implementation of a third-party software tool to help
with the adoption and ongoing accounting under the new standard.

Retirement Benefits. In March 2017, the FASB issued revised accounting guidance for the presentation of net periodic costs refated to benefit plans.
Current GAAP permits the aggregation of ali the components of net periodic costs on the Consolidated Statement of Operations and does not require
the disclosure of the location of net periodic costs on the Consolidated Statement of Operations. Under the amended guidance, the service cost
component of net periodic costs must be included within Operating Income within the same line as other compensation expenses. All other components
of net periodic costs must be outside of Operating Income. In addition, the updated guidance permits only the service cost companent of net periodic
cosls to be capitalized to Inventory or Property, Plant and Equipment. This represents a change from current GAAP, which permits all components of
net periodic costs 1o be capitalized. These amendments should be applied retrospectively for the presentation of the various components of net periodic
costs and prospectively for the change in eligible costs to be capitalized. The guidance allows for a practical expedient that permits a company to use
amounts disclosed in prior-peried financial statements as the estimation basis for applying the retrospective presentation requirements.

For Duke Energy Kentucky, this guidance is effective for interim and annual periods beginning January 1, 2018. Duke Energy Kentucky currently
presents the tatal non-capitalized net periodic costs within Operation, maintenance and other on the Consolidated Statement of Operations. The
adoption of this guidance will result In a retrospective change to rectassify the presentation of the non-service cost (benefit) components of net periodic
costs to Other income and expenses. Duke Enargy Kentucky intends 1o utilize the practical expedient for retrospective prasentation. The change in net
periodic costs eligible for capitalization is applicable prospectively. Since Duke Energy Kentucky's service cost component is expected to be greater
than the total net pericdic costs, the change will result in increased capitalization of net periodic costs, higher Operalion, maintenance and other and
higher Other income and expenses. The resulting impact to Duke Energy Kentucky is expected to be an immaterial increase in Net income resulting
from the limitation of eligible capitalization of net periodic costs to the service cost component, which is farger than the total net periodic costs.
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2. REGULATORY MATTERS
REGULATORY ASSETS AND LIABILITIES
Duke Energy Kentucky records assets and liabilities that result from the ratemaking process. See Note 1 for further information,
The following table represents the regulatory assets and liabilities on the Balance Shests.
December 31, Recovery/Refund

(in thousands)

2017 2016

Period Ends

Regulatory Assets(a):

Accrued pension and other post-retirement benefits $ 34,682 % 31,620 )]
East Bend deferrals 45,485 32,267 (©)
Demand side managemenVEnergy efiiciency costs 2,226 1,661 {cHd)
Hedge costs and other deferrals 4,938 5,521 {e)
Storm cost deferrals 4,913 4,913 (©)
AROs - coal ash 16,721 11,412 ©)g)
Vacation accrual 1,3%4 1,348 2018
Deferred debt expense 1,188 1,455 2036
Deferred fuel and purchased gas costs 179 3,937 2018
Carbon managermnent research grant 1,800 1,600 (c)
Deferred gas integrity costs 2,887 2,173 (c)
Net regulatory asset related to income taxes — 2,178 (g)
AMI 6,087 — (c}
Other 594 —

Total regulatory assets 123,094 100,083

Less: current portion 4,356 7,623

Total noncurrent regulatory assets S 118,738 § 92,462

Regulatory Liabilities(a):

Costs of removal $ 39,707 $ 45,878 )
Net ragulatory liability related to income taxes 132,721 — (c}
Accrued pension and other post-retirement benefits 4,833 5,550 (b)
Hedge costs and other deferrals 33 2,502 (e)
Deferred fuel and purchased gas costs (208) 8.455 2018
Profit sharing mechanism 1,405 1,215 2018
Other 14 450 {c)
Total regulatory liabilities 178,509 64,051

L.ess: current portion 6,892 12,173

Total noncurrent reguiatory liabilities S 171,617 & 51,878
(a) Regulatory assets and liabilities are excluded from rate base unless otherwise noted.
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(b} Recovered primarily over the average ramaining service periods or life axpsctancies of employees covered by the benefit plans, which is
approximately thirteen years, See Note 12 for further information.
{c) The expectad recovery or refund period varies for these amounts or has riot bean determined.
(d) Delerred costs ars recoverad through a rider mechanisni.
(8) Recovery vaties over the life of the associated instrument.
1] Represents funds raceived from customers to caver future removal of property, plant and equipment from retired or abandoned sites as
property is retired. Included in rate base and recovered over the life of associated assets,
(9) Certain amounts are recovered through rates.

RATE RELATED INFORMATION

The KPSC approves rates for retail electric and natural gas services within the Commonwealth of Kentucky. The FERC approves rates for electric sales
to wholesale customers served under cost-based rates, as well as sales of transmission service.

Tax Act Impacts

On December 22, 2017, President Trump signed the Tax Act into law, which, among other provisions, reduces the maximum federat corporate incoms
tax rate from 35 percent to 21 percent, effective January 1, 2018. As a result of the Tax Act, Duke Energy Kentucky revalued its deferred tax assets and
deferred tax liabilities, as of December 31, 2017, to account for the future impact of lower corparate tax rates on these deferred tax amounts. For the
Duke Energy Kentucky regulated operations, where the reduction is expected to be accounted for and applied to customers’ rates in future commission
proceedings, Including rate proceedings, the net remeasurement has been deferred as a regulatory fiability. KPSC is reviewing the Tax Act 1o determine
the potential impacts on customer rates. Beginning in January 2018, Buke Energy Kentucky wili defer the estimated ongoing impacts of the Tax Act that
are expected to be returned to customers. See Note 13 for additional information.

Duke Energy Kentucky Rate Case

On September 1, 2017, Duke Energy Kentucky filed a rate case with the KPSC requesting an increase in electric base rates of approximately $49
miltion, which represents an approximate 15 percent increase on the average customer biil. The rate increase is driven by increased investment in utifity
plant, increased operations and maintenance expenses and recovery of regulatory assets. The application also includes implementation of the
Environmental Surcharge Mechanism to recover environmental cosis not included in base rates, requests to establish a Distribution Capilal Investment
Rider to recaver incremental costs of specific programs, requests to establish a FERC Transmission Cost Reconcifiation Rider to recover escalating
transmission costs and modification to the Profit Sharing Mechanism to increase customers' share of proceeds from the benefits of owning generation
and to mitigate shareholder risks associated with that generation. An evidentiary hearing ended March 8, 2018. Duke Energy Kentucky anticipates that
rates will go into effect in mid-April 2018. Duke Energy Kentucky cannot predict the outcome of this matter.

Woodsdale Station Fuel System Filing

OnJune 9, 2015, the FERC ruled in favor of PJM Interconnection, LLC (PJM) on a revised Tariff and Reliability Assurance Agreement including
implementation of a Capacity Performance (CP) proposal and to amend sections of the Operating Agreement related to generation non-performance.
The CP proposal includes performance-based penalties for non-compliance. Duke Energy Kentucky is a Fixed Rasource Requirement (FRR) entity,
and therefore is subject to the compliance standards through its FRR plans. A partial CP obligation will apply to Duke Energy Kentucky in the delfivery
year beginning June 1, 2018, with full compliance beginning June 1, 2020, Duke Energy Kentucky has developed strategies for CP compliance
investments. On Becember 21, 2017, the KPSC issued an order approving Duke Energy Kentucky's request for a certificate of public convenience and
necessity (CPCN) to construct an uitra-low sulfur diesei backup fuel system for the Woodsdale Station. The backup fuel system is projected to cost
approximately $55 million and is anticipated to be in service prior fo the CP compliance deadline of April 2019.

East Bend Coal Ash Basin Filings

On December 2, 2016, Duke Energy Kentucky filed with the KPSC a request for a CPCN for construction projects necessary to close and repurpose an
ash basin at the East Bend Station as a resuit of current and proposed U.S. Environmentat Protection Agency (EPA) regulations. Duke Enargy
Kentucky estimated a totat cost of approximately $93 million in the filing and expects in-service date by the first quarter of 2021. On June 6, 2017, the
KPSC approved the CPCN request.

Dry Bottom Ash Conversion

On July 28, 2018, Duke Energy Kenlucky filed with the KPSC a request for approval of a CPCN to convert to dry bottom ash at the East Bend station.
The project Is necessary to comply with various environmental law requirements. The project is estimated to cost approximately $25 million. On
February 23, 2017, the KPSC granted a CPCN for the project.
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Advanced Metering Infrastructure (AMI)

On April 25, 2016, Duke Energy Kentucky filad with the KPSC an application for approval of a CPCN for the construction of AMI. Duke Energy Kentucky
estimates the $48 miliion project will izke fwo years to complete. Duke Enargy Kentucky also requested approval to establish a regulatory asset for the
remaining book value of existing meter equipment and inventory to be replaced. Duke Energy Kentucky and the Kentucky attorney general entered into
a stipulation to settle matters related to the application, On May 25, 2017, the KPSC issued an order to approve the stipulation with certain
modifications. OnJune 1, 2017, Duke Energy Kentucky filed its acceptance of the modifications. The deployment of AM! meters began in third quarter
2017 and is expected to be completed in early 2019, Duke Energy Kentucky has approximately $6 million included in Regulatory assets on its
Consolidated Balance Sheets at December 31, 2017, for the book value of existing meter equipment,

Regional Transmission Organization (RTO) Realignment

Duke Energy Ohio and Duke Energy Kentucky transferred control of thelr transmission assets ta effect a RTO realignment from Midcontinent
Independent System Operator, Inc. (MISO) to PJM, effective December 31, 2011.

On December 22, 2010, the KPSC approved Duke Energy Kentucky’s request to effect the RTO realignment, subject to a commitment not to seek
double-recovery in a future rate case of the transmission expansion fees that may be charged by MISO and PJM in the same period or overlapping
periods. Duke Energy Kentucky Is not currently recavering PUM or MISO transmission expansion fees through current base rates.

Upon its exit from MISO on December 31, 2011, Duke Energy Kentucky recorded a liability and expense for its exit obligation and share of MISO
Transmission Expansion Planning costs, excluding Multi Value Projects {MVP). This fiability was recorded within Other in Current Liabilities and Other In
Noncurrent Liabilities on the Balance Sheets.

The following table provides a reconciliation of the beginning and ending balance of recorded obligations related to the withdrawal from MISO.

Provision / Cash
(in thousands) December 31, 2016 Adjustments Reductions  December 31, 2017
MISO withdrawal liability 3 19,452 § (2,111} § (975) S 16,366

mvp

MISO approved 17 MVP proposals prior to Duke Energy Ohio and Duke Energy Kentucky's exit from MISO on December 31, 2011. Construction of
these projects is expected to continue through 2020. Costs of these projects, inciuding operating and maintenance costs, property and income taxes,
depreciation and an allowed return, are allocated and billed to MISO transmission ownaers.

On December 29, 2011, MISO filed a tariff with the FERC providing for the allocation of MVP costs to a withdrawing owner based on monthly energy
usage. The FERC set for hearing (i) whether MISO's proposed cost allocation methodotogy to transmission owners who withdrew from MISO prior to
January 1, 2012 is consistent with the tariff at the time of their withdrawal from MISO and, (ji} if not, what the amount of and methodology for catculating
any MVP cost responsibility should be. In 2012, MISO estimated Duke Energy Kentucky's MVP obligation over the period from 2012 to 2071 at $450
million, on an undiscounted basis. On July 16, 2013, a FERC Administrative Law Judge {ALJ) issued an initial decision. Under this Initial decision, Duke
Energy Ohio and Duke Energy Kentucky would be liable for MVP costs. Duke Energy Ohio and Duke Energy Kentucky filed exceptions to the initiat
decision, requesting the FERC overtum the AL.F's decision.

On October 29, 2015, the FERC issued an order reversing the ALJ's decision. The FERC ruled the cost allocation methodology is not consistent with
the MISO tariff and that Duke Energy Ohlo and Duke Energy Kentucky have no liability for MVP costs after withdrawal from MiISO. On May 18, 2016,
the FERC denied the request for rehearing filed by MISO and the MISO Transmission Owners. On July 15, 2016, the MISO Transmission Owners filed
a petition for review with the U.S. Court of Appeals for the Sixth Circuit. On June 21, 2017, a three-judge panet affirmed FERC's 2015 decision holding
that Duke Energy Kentucky has no liability for the cost of the MVP projects constructed after Duke Energy Kentucky's withdrawal from MISO. MISO did
not file further petitions for review and this matter is now final.
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3. COMMITMENTS AND CONTINGENCIES
GENERAL INSURANCE

Duke Energy Kentucky has insurance and/or reinsurance coverage either diractly or through indemnification from Duke Energy’s captive insurance
cocmpany, Bison Insurance Company Limited, and its affitiates, consistent with companies engaged in similar commercial operations with similar type
properties. Duke Energy Kentucky's coverage includes (i) commercial general liability coverage for Habilities arising to third parties for bodily injury and
property damage; (i) workers' compensation; (it} autorobile liabllity coverage; and (iv) property coverage for all real and personal property damage.
Real and personal property damage coverage excludes electric transmission and distribution lines, but includes damages arising from bailer and
machinery breakdowns, earthquakes, flood damage and extra expense, but not outage or replacement power coverage. All coverage is subject {0
certain deductibles or retentions, sublimits, exclusions, terms and condifions that are common for companies with simifar types of operations. Duke
Energy Kentucky self-insures its elactric transmission and distribution lines against loss dua to storm damage and other natural disasters,

The cost of Duke Energy Kentucky's coverage can fluctuate year to year reflecting claims history and conditions of the Insurance and reinsurance
markets.

In the event of a oss, terms and amounts of insurance and reinsurance avallable might not be adequate to cover claims and other expenses incurred.
Uninsured losses and other expenses, to the extent not recovered by other sources, could have a material effect on Duke Energy Kentucky's resulis of
operations, cash flows or financiaf position. Duke Energy Kentucky is responsible to the extent losses may exceed limits of the coverage avaitable.

ENVIRONMENTAL

Duke Energy Kentucky is subject to federal, state, and local regulations regarding air and water quafity, hazardous and sofid waste disposal, and other
environmental matlers, These regulations can be changed from time to time, imposing new obligations on Duke Energy Kentucky.

Remediation Activities

In addition to the AROs discussed in Note 5, Duke Energy Kentucky is responsible for environmental remediation at various sites. These include some
proparties that are part of ongoing operalions and sites formerly owned or used by Duka Energy Kentucky. These sites ara in various stages of
investigation, remediation and monitoring. Managed in conjunction with relevant federal, state and local agencies, remediafion activities vary based
upon site condition and location, remediation requirements, complexity and sharing of responsibility. if remediation activities involve joint and several
liability provisions, strict liability, or cost recovery or contribution actions, Duke Energy Kentucky could potentially be held responsible for environmental
impacts caused by other potentially rasponsible parties, and may also benefit from insurance policies or contractual indemnities that cover some or all
cleanup costs. Liabilities are recorded when losses become probable and are reasonably estimable. The total costs that may be incurred cannot be
estimated because the extent of environmental impact, allocation among potentially responsible parties, remediation alternatives and/or reguiatory
decisions have not yet been determined. Additional costs associated with remediation activities are fikely to be incurred in the future and could be
significant. Costs are typicaily expensed as Operation, maintenance and other in the Statements of Operations unless regulatory recovery of tha costs
is deemed probable.

Duke Energy Kentucky has accrued approximately $670 thousand of probabie and estimabile costs related to its various environmental sites in Other
within Other Noncurrent Liabilities on the Balance Sheels as of December 31, 2017 and 2016, Additional losses in excess of recorded reserves are
expected to be immaterial for the stages of investigation, remediation and monitoring for the environmental sites that have been evaluated. The
maximum amount of the range for all stages of Duke Energy Kentucky's environmental sites cannot be determined at this time.

Ciean Power Plan {CPP)

On October 23, 2015, the EPA published in the Federal Register the CPP rule for regulating carbon dioxide (CO2) emissions from existing fossit
fuel-fired electric generating units. The CPP establishes COz emissicn rates and mass cap goals that apply to fossit fuet-fired generation. Petitions

challenging the CPP have been filed by severat groups and on February 9, 2016, the Supreme Court issued a stay of the final CPP rule, halting
Implementation of the CPP until legal challenges are resolved. Kentucky has suspended work on the CPP in response to the stay. Oral arguments
before 10 of the 11 judges on the D.C. Gircuit Court were heard on September 27, 2016. The court has not issued its opinion in the case.
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On March 28, 2017, President Trump signed an exacutive order diracting EPA to review the CPP and determine whether to suspend, revise or rescind
the rule. On the same day, the Department of Justice filed a motion with the D.C. Circuit Court raquesting that the court stay ths litigation of the rule
while it is reviewed by EPA. On April 28, 2017, the court issued an order to suspend the litigation for 60 days. On August 8, 2017, the cour, on its own
motion, extended the suspension of the litigation for an additional 60 days. On Octaber 16, 2017, EPA issued a Notice of Proposed Rulemaking (NPR)
to repeal the CPP based on a change to EPA's legal interpretation of the section of the Clean Air Act on which the CPP was based. In the proposal,
EPA indicates that it has not determined whether it will issug a rule to replace the CPP, and if it will do so, when and what form that rule will take, The
comment period on EPA's NPR ends April 26, 2018. On December 28, 2017, EPA issued an Advance Notice of Proposed Rulemaking (ANPRM) in
which it seeks public comment on various aspects of a potential CPP replacement rule. The comment period on the ANPAM ended February 26, 2018.
If EPA decides to move forward with a CPP replacement rule, it will need to issue a formal proposal for public comment. Litigation of the CPF remains

on hold in the D.C. Circuit Court and the February 2016 U.S, Supreme Court stay of the CPP remains in effect. Duke Energy Kentucky cannot predict
the outcome of these matters.

LITIGATION

Duke Energy Kentucky is involved in other legal, tax and regulatory proceedings arising In the ordinary course of business, some of which involve
significant amounts. Duke Energy Kentucky beliaves the final disposition of these proceedings will not have a material effect on its resuits of operations,
cash flows or financial position. Duke Energy Kentucky expenses legal costs related to the defense of loss contingencies as incurred.

OTHER COMMITMENTS AND CONTINGENCIES

General

As part of its normal business, Duke Energy Kentucky is pary to various financial guarantees, perfermance guarantees and other contractual
commitments 1o extend guarantees of cradit and other assistance to various third parties. These guarantees invalve elements of performance and
credit risk which are not included on the Balance Sheets. The possibility of Duke Energy Kentucky having to honor its contingencies is largsly
dependent upon {uture operations of various third parties or the occurrence of certain future events.

Operating and Capital Lease Commitments

Duke Energy Kentucky leases vehiclas, computer equipment and other property and equipment with various terms and expiration dates. Capitalized
lease obligations are classified as Long-Term Debt on the Balance Sheets. Amortization of assets recorded under capital leases is included in
Depreciation and amortization on the Statements of Operations.

Rental expense for operating leases, which is included in Operation, maintenance and other on the Statements of Operations, was $2 million and $3
million for the years ended Dacember 31, 2017 and 2016, respectively.

The following table presents future minimurmn lease payments under operating feases, which at inception had a non-cancelable term of more than one
year, and capital leases as of December 31, 2017.

{(in thousands) Operating Leases Capital Leases
2018 $ 2,649 § 975
2019 1,332 461
2020 1,118 236
2021 929 —_
>2022 676 —_
Thereafter 587 —
Minimum annual payments 7,291 1,672
Less: amount representing interest - (206)
Total S 7291 5 1,466
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4. DEBT AND CREDIT FACILITIES
SUMMARY OF DEBT AND RELATED TERMS

The following table summarizes outstanding debt.

(in thousands)

Weighted
Average
Interest Rate

December 31,

Year Due

2017 2016

Unsecured debt

4.56%  2019-2057 § 350,000 S 260,000

Capital leases 6.16% 2018 - 2020 1,466 2,152
Tax-exempt bonds(a)(b) 1.74% 2027 76,720 76,720
Money poo! borrowings(P){c) 1.66% 25,000 44,656
Unamortized debt discount and premium, net (288) (338)
Unamortized debt issuance costs (1.718) (1,488)
Total debt 3.93% $ 451,180 § 381,702
Short-term money pool borrowings _— (19,656)
Current maturities of long-term debt (885) (686)
Total long-term debt $ 450,285 $ 361,360

{a} Includes $27 million that is secured by a bilateral leiter of credit agreement. .

(b) Floating-rate debt. At December 31, 2018, the weighted average interest rate was 1.05% for tax-exempt bonds.

(c) Includes $25 million classified as Long-Term Debt Payable to Affiliated Companies on the Balance Sheets.

MATURITIES AND CALL OPTIONS

The folfowing table shows the annual maturities of long-term debt for the nexl five years and thereafter.

{in thousands)

December 31, 2017

2018 S 885
2018 100,210
2020 55
2021 49,873
2022 24,873
Thereaftar 275,284
Total fong-term debt, including current maturities $ 451,180

Duke Energy Kentucky has the abilily under certain debt facilities to calt and repay the obligation prior {o its scheduled maturity. Therefore, the actual
timing of future cash repaymenis could be materially diffsrent than as presented above.
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SHORT-TERM OBLIGATIONS CLASSIFIED AS LONG-TERM DEBT

Tax-exempt bonds that may be put to Duke Energy Kentucky at the option of the holder and mongy pool borrowings, which are short-term obligations
by naturs, are classified as long-term due 1o Duke Energy Kentucky's intent and ability to utitize such borrowings as long-term financing. As Duke
Energy's Master Credit Facility and Duke Energy Kentucky's other bilateral letter of credit agreements have non-cancelable terms in excess of one year

as of the balance sheet date, Duke Energy Kentucky has the ability to refinance these short-term obligations on a long-term basis. See “Available Credit
Facilities” below for additional information.

At Decernber 31, 2017 and 20186, $27 million of tax-exernpt bonds and $25 million of money pool borrowings wete classified as Long-Term Debt and
tong-Term Debt Payable to Affiliated Companigs, respectively, on the Balance Sheets.

SIGNIFICANT DEBT {SSUANCES

in September 2017, Duke Energy Kentucky issued $90 million of unsecured debentures, of which $30 million carry a fixed interest rate of 3.35 percent
and mature September 2028, $30 million carry a fixed interest rate of 4.11 percent and mature September 2047 and $30 million carry a fixed interest

rate of 4.26 percent and mature September 2057. The debt was issued for capital expenditures, to refinance short-term debt and for ganeral corporate
purposes.

In January 2016, Duke Energy Kentucky issued $95 miflion of unsecured debentures, of which $45 million carry a fixed interest rate of 3.42 percent and
mature January 15, 2026, and $50 million carry a fixed interest rate of 4.45 percent and mature January 15, 2046. Proceeds were used 1o refinance
existing debt, including money pool borrowings, capital expenditures and for generaf corporate purposes.

AVAILABLE CREDIT FACILITIES

In March 2017, Duke Energy amended its Master Credit Fagility to increase its capacity from $7.5 billion to $8 billion, and to extend the termination date
of the facility from January 30, 2020, to March 16, 2022. in January 2018, Duke Energy further amended its Master Credit Facility with consenting
lenders to extend $7.66 billion of the existing $8 billion Master Credit Facility by one year to March 16, 2023. Duke Energy Kentucky has berrowing
capacity under the Master Credit Facility up to a specified sublimii. Duke Energy has the unilateral ability at any ime to increase or decrease Duke
Energy Kentucky's horrowing sublimit, subject to a maximum sublimit. The amaunt available to Duke Energy Kentucky under the Master Credit Facility
may be reduced to backstop issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that may be put to
Duke Energy Kentucky at the option of the holder. At December 31, 2017, Duke Energy Kentucky had a borrowing sublimit of $150 miliion and available
capacity of $125 mitlion under the Master Credit Facility.

Duke Energy Kentucky and Duke Energy Indiana, L.L.C {Duka Energy Indiana), a wholly owned subsidiary of Duke Energy, collectively have a $156
million bilateral letter of credit agreement. in February 2018, Duke Energy Kentucky and Duke Energy Iindiana amended the bilateral letter of credit
agreement to extend the termination date from Fabruary 2019 to February 2023. Duke Energy Kentucky and Duke Energy Indiana may request the
issuance of letters of credit up to $27 million and $129 miltion, respectively, on their behalf to support various series of tax-exempt bonds. This credit
facility may not be used for any purpose other than to support the tax-exempt bonds.

OTHER DEBT MATTERS
Money Pool

Duke Energy Kentucky receives support for its short-term borrowing needs through participation with Duke Energy and certain of its subsidiaries in a
money pool arrangement. Under this arrangement, those companies with short-term funds may provide short-term {oans to affiliates pariicipating under
this arrangement. The money pool is structured such that Duke Energy Kentucky separately manages its cash needs and working capital requirements.
Accordingly, there is no net settlement of receivabies and payables related to the money pool between the money pool participants.

Money pool receivable balances are reilected within Notes receivable from affiliated companies in the Balance Sheets. The change in receivables is
refiected within Investing Activities on the Statements of Cash Flows. Money pool payable balances are refiected within either Notes payable to
affiliated companies or Long-Term Debt Payable to Affiliated Companies on the Balance Sheets, Tha change in payables are reflected within Financing
Activities on the Statements of Cash Flows.

Restrictive Debt Covenants

Duke Energy Kentucky's debt and credit agreements contain various financial and other covenants. Fallure to meet those covenants beyond applicable
grace periods could result in accelerated due dates and/ar termination of the agreements. As of December 31, 2017, Duke Energy Kentucky was in
compliance with all covenants related 1o its debt agreements. In addition, some credit agreements may allow for acceleration of payments or
termination of the agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or some of its subsidiaries.
None of the debt or credit agreements contain material adverse change clauses.
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5. ASSET RETIREMENT GBLIGATIONS

Duke Energy Kentucky records an ARO when it has a legal obligation to incur retirement costs assoclated with the retirement of a fong-lived asset and
the obligation can be reasonably estimated. Certain assets have an indeterminate life, and thus the fair vaiue of the retirement cobligation is not
reasonably estimable. A liability for these AROs will be recorded when a fair value is determinable.

Duke Energy Kentucky's regulated electric and regulated natural gas operations accrue costs of removat for property that does not have an associated
legal retirement obligation based on regutatory orders from the KPSC. These costs of removal are recorded as a regulatory liability in accordance with
regulalory accounting treatment. See Note 2 for the estimated cost of removal for assets without an associated legat retirement obligation, which are
included in Regutatory liabilities on the Balance Sheets as of December 31, 2017 and 2016,

In April 2015, the EPA published a ruls to regulate the disposal of Coal Combustion Residuals (CCR) from electric utilities as solid waste. The EPA
CCR rule establishes requirements regarding landfill design, structural integrity design and assessment criteria for surface impoundments, groundwater
monitoring and protection procedures and other operational and reporting procedures to ensure the safe disposal and management of CCR. The EPA
CCR rule has certain requirements which if not met could initiate impoundment closure and require closure completion within five years. The EPA CCR
rule includes extension requirements, which if met could allow the extension of closure completion by up to 10 years. On March 1, 2018, the EPA
proposed significant changes to the federal CCR rule, including revisions that were required as part of a CCR litigation settiement, as well as changes
that the agency considers warranted dus to the passage of the Water Infrastructure Improvernents for the Nation Act, which provides statutory authority
for state and federal permit programs. Duke Energy Kenlucky does not expect any significant changes to our closure plans as we continue to safely
close ash basins across the various sites. In addition to the requirements of the federal CCR regulation, CCR landfills and surface impoundmants are
also independently regulated by the state of Kentucky.

The ARO amount racorded on the Balance Sheets is based upon estimated closure costs for impacted ash impoundments. The amount recorded
represents the discounted cash flows for estimated closure costs based upon either specific closure ptans or the probability weightings of the potential
closure methods as evaluated on a site-by-site basis. Actual costs to be incurred will ba dependent upon factors that vary from site to site. The most
significant factors are the method and time frame of closure at the individual sites. Closure methods considered include removing the water from the
basins, consolidating material as necessary and capping the ash with a synthetic barrier, excavating and refocating the ash to a lined structurai filt or
lined landfiif, or recycling the ash for concrete or some other beneficial use. The ultimate method and timstable for closure will be in compliance with
standards set by federal and state regulations. The ARO amount will be adjusted as additional information is gained through the closure and
post-closure process, including acceptance and approval of compliance approaches which may change management assumptions, and may resultin a
material change to the balance. See ARO Liabitity Roliforward section below for infarmation on revisions made to the coal ash liabitity during 2017 and
2016.

Asset retirement costs associated with coal ash AROs at the East Bend Station are included within Property, Plant and Equipment on the Balance
Shesis.

The foliowing table presents the changes in the liability associated with AROs.

Years Ended December 31,

(in thousands) 2017 2016
Batance at beginning of period S 52,822 § 103,500
Accretion expenss 2,044 4,034
Liabilities settled(@) (7,435) (4,757}
Liabilities incurred in the current year(b) 7,089 —
Revisions to estimates of cash flows(€) 62 {49,955)
Balance at end of period S 54,582 § 52,822

(a) Settlement of liabilities primarity relate to ash basin closure costs at the East Bend Station.

{b) Additional liabilities incurred primarily relate to landfill closure costs at the East Bend Station.

c) 2016 amount primarily related to ash basin closure costs based on additional site-specific information about refated costs, methods and

timing of work to be performed.
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Cost recovery relatad to ash basin and landfifl closures will be pursued through the normal ratemaking process with the KPSC which permits recovery

of necessary and prudently incurred cosis associated with Duke Energy Kentucky's regulated operations.

6, PROPERTY, PLANT AND EQUIPMENT

The following table summarizes property, plant and equipment.

Estimated Useful Life

December 31,

(in thousands) (Years) 207 2016
tand H] 24616 $ 26,007
Plant(@)

Electric generation, distribution and transmission 8 ~ 100 1,585,904 1,496,729

Natural gas transmission and distribution 12-50 488,871 459,165

Other buildings and improvements 15~ 100 11,958 11,654
Equipment 5-25 19,167 17,549
Construction in process 109,722 63,833
Other 5~10 51,847 41,382
Total propenty, plant and equipment 2,292,085 2,116,219
Accumulated depreciation and amortization(b) (977,244) (948,144)
Net property, plant and equipment{c) $ 1,314,841 S 1,168,075
(a) Includes capitalized lease amounts of $26.2 miltion and $27.6 million at Decembar 31, 2017 and 2016, raspectively.
{b) Includes accumulated amortization of capitatized leases of $6.8 million and $7.1 million at December 31, 2017 and 20186, respectivaly.
{c) The debt component of AFUDC totaled $1.3 million and $0.5 miliion at December 31, 2017 and 2016, respectively.

7. OTHER INCOME AND EXPENSES, NET

The companents of Other Income and Expenses, net on the Statements of Operations are as jollows.

Years Ended December 31,

(in thousands) 2017 2016

Income/(Expense):

Interest income ] 1,236 8 990

AFUDC equity 3,358 1,332
Other 5 (1
Othier Income and Expenses, net $ 4,599 $§ 2,321
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8. RELATED PARTY TRANSACTIONS

Duke Energy Kentucky engages in related party transactions, which are generally performed at cost and in accordance with KPSC and FERC
regulations. Material amounts related to transactions with related parties included in the Statements of Operations are presented in the following table.

Years Ended December 31,

{in thousands) 2017 2016
Corporate govemance and shared service expenses(a) ] 81,815 § 83,100
(a} Duke Energy Kentucky is charged its proportionate share of costs, primarily ratated to human resources, employee benefits, legal and

accounting fees, as well as other third party costs, from an unconsolidated affiliate that is a consolidated affiliate of Duke Energy. These
amounts are recorded in Operation, mainienance and other within Operating Expenses on the Statements of Operations.

In addition to the amounts presented above, Duke Energy Kentucky records the impact on net income of other affiliate transactions, inciuding rental of
office space, participation in a money pool arrangement with Duke Energy and certain of its subsidiaries, other operational fransactions and its

proportionate share of certain charged expenses. The net impact of these transactions was not materiat for each of the years ended December 31,
2017 and 2016.

Certain frade receivables have been sold by Duke Energy Kentucky to CRC, an unconsolidated entity formed by a subsidiary of Duke Energy. The
proceeds oblained from the sales of receivables are largely cash but do include a subordinated note from CRC for a portion of the purchase price. See
Notes 1 and 11 for further information related to the sales of these receivables.

Ses the Balance Sheets for amounts due to or due from related parties.
Intercompany Income Taxes

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and jurisdictional returns. Duke Energy Kentucky has a
tax sharing agreement with Duke Energy for the allocation of consolidated tax liabilities and benefits. Income taxes recorded represent amounts Duke
Energy Kentucky would incur as a separate C-Corporation. Duke Energy Kentucky had an intercompany tax payable balance of $2 million at
December 31, 2017, and an immaterial intercompany tax payable balance at December 31, 2016.

9. DERIVATIVES AND HEDGING

COMMODITY PRICE RISK

Duke Energy Kentucky has fimited exposure to market price changes of fuef and emission aliowance costs incurred for its retail customers due to the
use of cost tracking and recovary mechanisms. Duke Energy Kentucky does have exposure to the impact of market fluctuations in the prices of
electricity, fuel and emission allowances associated with its generation output not utilized to serve retaif operations or committed load (off-system,
wholesale power sales}. Duke Energy Kentucky's outstanding commodity derivatives are financial transmission Tights.

See Note 10 for additional information on the fair value of commodity derivatives.
INTEREST RATE RISK

Duke Energy Kentucky is exposed to changes in interest rates as a result of its issuance or anticipated issuance of variable-rate and fixed-rate debt.
Interest rate risk is managed by limiting variable-rate exposure to a percentage of totat debt and by monitoring changes in interest rates. To manage
risk associated with changes in interest rates, Duke Energy Kentucky may enter into financial contracts including interest rate swaps and U.S. Treasury
fack agreements. The notional amount of interest rate swaps outstanding was $26.7 million at December 31, 2017 and December 31, 2016. Financiat
contracts entered into by Duke Energy Kentucky are not designated as a hedge because they are accounted for under reguiatory accounting. With
regulatory accounting, the mark-to-market gains or losses are deferred as regutatory liabiiities or assets. Regulatory assets and liabilities are amerlized
consistent with the treatment of relatad cosis in the ratemaking process. The accrual of interest on swaps is recorded as Interest Expense on the
Statements of Operations.

See Note 10 for additional information on the fair value of interest rate derivatives.
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CREDIT RISK

Duke Energy Kentucky analyzes tha financial condition of counterparties prior to entering into agreements and establishes credit limits and monilors the
appropriateness of those limits on an ongoing basis. Credit limits and collateral requirements for retall electric customers are established by the KPSC.

Duke Energy Kentucky's industry has historically operated under negotiated credit lines for physicatl delivery contracts. Duke Energy Kentucky may use
master collateral agreements to mitigate certain credit exposures. The collateral agreements require certain counterparties to post cash or letters of
credit for the amount of exposure in excess of an established threshold. The threshold amaunt represents an unsecured credit limit deterrined in
accardance with the corporate credit policy. Coliateral agreements also provide that the Inability to post collateral is sufficient cause to terminate
contracts and liquidate all positions.

Duke Energy Kentucky also abtains cash or letters of credit from customers to provide credit support oulside of collateral agreements, where
appropriate, based on its financial analysis of the customer and the regulatory or contractual tarms and conditions applicable to each transaction.

10. FAIR VALUE MEASUREMENTS

Fair value is the exchange price in an orderly transaction between market participants to sell an asset or transfer a liability at the measurement date.
The fair value definition focuses on an exit price versus the acquisition cost. Fair value measurements use market data or assumptions market
paricipants would use in pricing the asset or fiability, including assumptions about risk and the risks inherent in the inputs to the valuation technique.
These inputs can be readily observable, corroborated by markat data or generally unobservable. Valuation techniques maximize the use of observable
inputs and minimize the use of unobservable inputs. A midmarket pricing convention {the midpoint price between bid and ask prices) is permitted for
use as a practical expedient. .

Fair value measurements are classified in three levels based on the fair vaiue 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 assat or lability occur with sufficient frequency and volume to provide ongoing pricing information.

Leve! 2 ~ A fair vaiue measurement utilizing inputs other than quoted prices included in Level 1 that are observable, either directly or indirectly, for an
asset or liability. Inputs include (i) quoted prices for simitar assets or liabilities in active markets, (i) quoted prices for identical or similar assets or
liahilities in markets that are not active, and {jii) inputs other than quoted market prices that are observable for the asset or liability, such as interest rate
curves and vield curves observable at commonly quoted intervals, volatilities, and credit spreads. A Leve! 2 measurement cannot have more than an
insignificant portion of its vatuation based on unobservable inputs. Instruments in this category include non-exchange-traded derivatives, such as
over-the-counter forwards, swaps and options; certain marketable debt securities; and financial instruments traded in less than active markets.

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

Fair value accounting guidance permits entities to elect to measure certain financial instruments that are not required to be accounted for at fair valug,
such as equity method investments or the company’s own debt, at fair value. Duke Energy Kentucky has not elected to record any of these items at fair
value.

Transfers between levsls represent assets or liabilities that were previously {i) categarized at a higher level for which the inputs to the estimate became
less observable or (i) classified at a lower level for which the inputs became more observable during the period. Duke Energy Kentucky's policy is to
recognize transfers between levels of the fair value hierarchy at the end of the period. There were no transfers between levels 1, 2 or 3 during the years
ended Decembear 31, 2017 and 20186.

Interest rate derivatives

Most over-the-counter interest rate contract derivatives are valued using financial models which utilize observable inputs for similar instruments and are
classified as Level 2. Inputs inciude forward interast rate curves, notional amounts, interest rates and credit quality of the counterpariies.
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QUANTITATIVE DISCLOSURES

The following tahles provide recorded balances for assets and liabilities measured at {ir value on a recurring basis on the Balance Sheets. Derivative

amounts in the table below excluds cash coliateral.

December 31, 2017

Total Fair
{in thousands) Value Level 2 Level 3
Derivative assets(a) 1,484 S —_5 1,344
Derivative liabilities(b) (5,367) {5,367) —

Net (liabitities) assets

(3923) S (5367) § 1,444

December 31, 2016

Total Fair
(in thousands) Value Level 2 Level 3
Derivative assets(a) 4916 S — 8 4,916
Derivative liabilities() (5,944) {5,944) —

Net (Habilities) assets

{1,028) $ {5,944) § 4,816

{a) Inctuded in Other within Current Assets and Other within Other Noncurrent Assets on the Balance Sheets. The amounts classified as Level 3

relate to financial transmission rights.

{b) Included in Other within Currert Liabilities and Other within Other Noncurrent Liabilities on the Balance Sheets. The amounts classified as

Lavel 2 ralate {0 interest rate swaps.

The following iable provides a reconciliation of beginning and ending batances of assels and fiabilities measured at fair value on a recurring basis where
the determination of fair value inciudes significant unobservabte inputs (Level 3).

Derivatives (net)

Years Ended December 31,

(in thousands) 2017 2016
Batance at beginning of period 8 4,916 § 2,913
Purchases, sales, issuances and settiements:
Purchases 3,343 4,921
Settlements {4,135) (4,441)
Total (losses) gains included on the Balance Sheets as regutatory assets or liabilities (2,680) 1,523
Balance at end of period 3 1,444 § 4,916
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OTHER FAIR VALUE DISCLOSURES

The fair value of long-term debt, including current maiurities, is summarized in the following table. Judgmant is required in interpreting market data to
develop the estimates of fair value, Accordingly, the estimates dstermined are not nacessarily indicative of the amounts Duke Energy Kentueky could
have settled in current markets. The fair value of long-term debt is determined using Level 2 maasuraments,

December 31, 2017 December 31, 2016
{in thousands) Book value Fair value Book value Fair value
Long-Term debt, including current maturities $ 451,180 § 475973 $ 362,046 $ 380,386

At both December 31, 2017 and December 31, 2016, the fair value of cash and cash equivalents, accounts and notes receivable, and accounis and

notes payable are not materially different from their carrying amounts because of the short-term nature of these instruments and/or because the stated
rates approximate market rates.

11. VARIABLE INTEREST ENTITIES

A variable interest entity (VIE) is an entity that is evaluated for cansolidation using more than a simple analysis of voting control. The analysis to
determine whether an entity is a VIE considers contracts with an entity, credit support for an entity, the adequacy of the equity investment of an entity,
and the relationship of voting power to the amount of equity invested in an entity. This analysis is performed either upon the creation of a legal antity or
upon the occurrence of an event requiring reevalualion, such as a significant change in an entity's assets or activities. A qualitative analysls of control
determines the party that consolidates a VIE. This assessment is based on (i) what party has the power to direct the most significant activities of the
VIE that impact its economic performance and (i) what party has rights to receive benefits or is obligated to absorb losses that are significant to the
VIE. The analysis of the party that consolidates a VIE is a continual reassessment,

Cinergy Receivables Company

CRC Is a bankruptcy remote, special purpose entity that is an affiliate of Duke Energy Kentucky. As discussed below, Duke Energy Kentucky does not
consclidate CRC as it is not the primary beneficiary. On a revolving basis, CRC buys certain accounts receivable arising from the sale of electricity,
natural gas and related services from Duke Energy Kentucky. CRC borrows amounts under a credit facility to buy the receivables from Duke Energy
Kentucky. Borrowing availabliity from the credit facility is limited to the amount of qualified receivables sold to CRC. The sole source of funds to satisfy
the related debt obligation is cash collections from the receivables. Depending on experience with collections, additiona! equity infusions to CRC may
be required by Duke Energy to maintain a minimum equity balance of 33 miliion. There were no infusions to CRC during the years ended December 31,
2017 and 2016.

The proceeds Duke Energy Kentucky receives from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of a
subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Duke Energy Kentucky had receivables of $198.7
million and $18.4 million from CRC at December 31, 2017 and December 31, 2016, respectively. These balances are included in Receivables from
affiliated companies on the Bajlance Sheels.

CRC is considered a VIE because (i) equity capitalizatian is insufficient to support its operations, (if) power to direct the activities that most signiticantly
impact economic performance of the entity ara not performed by the equity holder and (jif) deficiencies in nst worth of CRC are funded by Duke Energy.
The most significant activities that impact the economic performance of CRC are decisions made to manage delinquent receivables. Duke Energy
consolidates CRAC as it makes these decisions. Duke Energy Kentucky does not consolidate CRC. No financial support was provided to this
nan-consofidated VIE during the years ended December 31, 2017 or 2016, or is expected to be provided in the future, that was not previously
contractually required.

Ths subardinated note held by Duke Energy Kentucky is stated at fair value, Carrying values of retained interests are determined by aliocating carrying
value of the receivables between assets sold and interests retained based on relative fair value. The alfocated basis of the subordinated notes are not
materially differant than their face value because (i) the receivables generally turnover in less than two months, (i) credit losses are reasonably
predictable due to the broad customer base and iack of significant concentration and (iit) the equity in CRC is subordinate to all retained interests and
thus would absorb losses first. The hypothstical effect on fair value of the retained intarests assuming both a 10 percent and a 20 percent unfavorable
variation in credit fosses or discount rates is not material due to the short tumover of receivables and historically low credit loss history. Interest accrues
to Duke Energy Kentucky on the retainad interests using the acceptable yield method. This mathod generally approximates the stated rate on the notes
since the allocated basis and the face value are neasty equivatent. An impairment charge is recorded against the carrying value of both retained
interests and purchased beneficial interest whenever it is determined that an other-than-temporary impairment has occurred. Duke Energy Kentucky's
maximum exposure to [oss does not exceed the carrying value.
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Key assumptions used in estimating fair value in 2017 and 2016 ara datailed in the following table.
2017 2016
Anticipated credit loss ratio 0.5% 0.5%
Discount rate 21% 1.5%
Recejvables turnaver rate 11.4% 11.5%

The following table presents gross and net receivables sold.

{in thousands}

December 31, 2017 December 31, 2016

Recelvables sold s 59,074 $ 58,803
Less: Retained interests 19,736 18,390
Net receivables sold S 39,338 $ 40,513

The following table presents sales and cash fiows related to receivables sold.

(in thousands)

Years Ended December 31,

2017 2016

Sales:

Receivables sold

Loss recognized on sale

Cash flows:

Cash proceeds from receivables sold
Cottection fees received

Return received on retained interests

8 417,778 § 438,249

1,704 1,627

S 414,729 $ 428,369
209 219

783 647

Cash flows from the sale of receivables are reflected within Operating Activiies on the Statements of Cash Flows.

Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, mainienance, and other on the
Statements of Operations. The loss recognized on the sale of receivables is calculated monthly by multiplying the receivables sold during the month by
the required discount. The required discount is derived manthly utilizing a three-year weighted average formula that considers charge-off history, late
charge history and turnover history on the sold receivables, as well as a component for the time value of money. The discount rate, or component for
the time value of money, is calculated monthly by summing the prior month-end London Interbank Offered Rate (LIBOR) plus a fixed rate of 1.00

percent.
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12. EMPLOYEE BENEFIT PLANS
DEFINED BENEFIT RETIHEMENT PLANS

Duke Energy Kentucky participates in qualified and non-qualified defined benefit retirement pians and other post-ratirement benefit plans sponsored by
Duke Energy. Duke Energy allocates pension and other post-retirement obligations and costs related to these plans to Duke Energy Kentucky. The
ptans cover most employees using a cash balance formula. Under a cash balance formula, a pian participant accumulates a retirement benefit
consisting of pay credits based upon a percentage of current eligible earnings basad on age and/or years of service and interest credits. Certain
employees are covered under plans that use a final average earnings formula. Under these average earnings formuias, a plan participant accumulates
a retirement benefit equat to the sum of percentages of their (i} highest threa-year or four-year average earnings, (i} highest three-year or four-year
average eamings in excess of covered compensation per year of participation (maximum of 35 years), and/or (iii} highest three-year average earnings
times years of participation in excess of 35 years. Duke Energy also maintains, and Duka Energy Kentucky parlicipates in, non-qualified,
non-contributory defined benefit retirement plans which cover certain executives. As of January 1, 2014, the qualified and non-quafified non-contributory
defined benefit plans are closed to new participants.

Duke Energy approved plan amendments to restructure its qualified non-contributory defined benefit retirement plans, effective January 1, 2018. The
restructuring involved (i} the spin-off of the majority of inactive participants from two plans into a separate inactive plan and (ji) the merger of the active
participant portions of such plans. Banefits offered to the plan participants remain unchanged. Actuarial gains and losses associated with the inactive
pian will be amortized over the remaining life expectancy of the inactive participants.

Duke Energy uses a December 31 measurement date for its defined banefit retirement plan assats and obligations.

Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan participants.
Actual contributions for Duke Energy Kentucky were $1,324 thousand and $1,443 thousand for the years ended December 31, 2017 and 2016,
respectively. A contribution of $72 thousand for Duke Energy Kentucky was made on January 2, 2018; no further contributions are anticipated in 2018.

Net periodic benefit costs disclosed in the tables below represent the cost of the respective ptan for the periods presented. However, portions of the net
periodic benefit cost disclosed in the tables have been capitalized as a component of property, plant and equipment. Amounts presented in the tables
below represent the amounts of pension and other post-retirement benefit cost atlocated by Duke Energy for employees of Duke Energy Kentucky.
Additionally, Duke Energy Kentucky is allocated its proportionate share of pension and other post-retirement benefit cost for employees of Duke
Energy's shared sarvices affiliate that provides support to Duke Energy Kentucky. These allocated amounts are included in the governance and shared
services costs discussed in Note 8.

QUALIFIED PENSION PLANS

Components of Net Periodic Pension Casts

Years Ended December 31,

(in thousands) 2017 2016
Senvice cost S 1,360 $ 1,459
interest cost on projected benefit obligation 4,274 4,368
Expected return on plan assets (6,290) (6,156)
Amortization of prior service cost (95) 4
Amortization of loss 1,912 1,677
Other 91 91

Net periodic pansion costs s 1,252 $ 1,443
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Amounts Recognized in Hegulatory Assets
Deceraber 31,
(in thousands) 2017 2018
Regulatory assets, net increase S 3,340 S 3,636

Reconciliation of Funded Status to Net Amount Recognized

(in thousands)

Years Ended Dacember 31,

2017 2016

Change in Projected Benefit Obligation:
Obligation at prior measurement date
Service cost

Interest cost

Actuarial losses

Transfers (2)

Plan amendments

Benefits paid

S 106,067 S 100,829

1,360 1,458
4,274 4,368
10,369 6,203
1,586 2,003
— (450)
(6,679) (8,345)

Obligation at measurement date

$ 116,977 8§ 106,067

Accumulated Benefit Obligation

$ 11

3,567 $ 102,223

Change in Fair Value of Plan Assets:

Plan assets at prior measurement date 8 08,252 $ 96,373
Actual return on plan assets 11,674 6,778
Benefits paid (6,679} (8,345)
Emptoyer contributions 1,324 1,443
Transiers (@) 1,586 2,003
Plan assets at measurement date S 106,157 % 98,252

@) Transfers rapresents net amounts associated with plan participants that have moved ioffrom other Duke Energy subsidiaries.
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Amounis Recognized in the Balance Sheets
Dacember 31,
{in thousands) 2017 2016
Prefunded pension(a) s 1,184 $ 1,718
Noncurrent pension liability{) 12,004 9,531
Net liability recognized 5 (10,820) $ (7,815)
Regulatory assets S 32,299 § 28,959
Amounis to be reported in net periodic pension expense in the next year:
Unrecognized net actuarial loss 5 1,664 § 1,407
Unrecognized prior service credit {100) 62
(a) Included in Other within Investments and Other Assets on the Balance Shests.
(b) Included in Accrued pension and other post-retirement benefit costs on the Balance Sheets.
information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets
December 31,
(in thousands) 2017 20186
Projected benefit obligation S 102,755 § 92,663
Accumulated benefit obligation 99,335 88,820
90,750 83,132

Fair Value of plan assets

Assumptions Used for Pension Benefits Accounting

December 31,

2017 2016

Benefit Obligations:
Discount rate 3.60% 4,10%
Salary increase 3.50% 4.40%
Net Periodic Benefit Cost:
Discount rate 4.10% 4.40%
Salary increase 4.40% 4.40%

6.50% 6.50%

Expected long-term rate of return on plan assets

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection-settiement
portfolio approach. This approach develops a discount rate by selecting a portiolio of high quality corporate bonds that generate sufficient cash flow to
provide far the projected benefit payments of the plan. The selected bond portfolio is derived from a universe of non-callable corporate bonds rated Aa
quality or higher. Aiter the bond portiolio is selected, a single interest rate is determined that equates the present value of the plan's projected benefit

payments discounted at this rate with the market value of the bonds selected.
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NON-QUALIFIED PENSION PLANS

Components of Net Pericdic Pension Costs

(in thousands)

Years Ended December 31,

2017 2016

Interest cost on projected benefit obligation S 6 S 6

Amartization of actuarial loss 4 5

Net periodic pension costs $ 10 § 11
Amounts Recognized in Regulatory Assets

December 31,
(in thousands) 2017 2016
Regulatory assets, net increase 5 18 -

Reconciliation of Funded Status to Net Amount Recognized

Years Ended December 31,

(in thousands) 2017 2016

Change in Projected Benefit Obligation:

Obligation al prior measurement date $ 140 § 141

Interest cost 6 6

Actuarial Iosses 6 4

Benefits paid (11) (11)
QObtigation at measurement date ] 141 § 140

Accumulated Benefit Obligation $ 141 8 140

Change in Fair Value of Plan Assets:

Plan asseis al prior measurement date S — S -
Benefits paid (1 (11)
Employer contributions 1 11

Plan assets at measurement date $ -8 ~—
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Amounts Recognized in the Balance Shests
December 31,
(in thousands) 2017 2016
Current pension liability(a) 5 10 § 10
Noncurrent pensicn liabifity(t) 131 130
Total accrued pension liability H] 141 8 140
Regulatory assets S §2 § 51
Amounts to be recognized in net periodic pension expense in the next year:
Unrecognized net actuarial loss $ 4 4
(a) Included in Other within Current Liabilities on the Balance Sheats.
(b) Included in Accrued pension and other post-retirement benefit costs on the Balance Sheaets,
Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets
December 31,
(in thousands) 2017 2016
Projected benefit obligation ) 141 3 140
Accumulated benefit obligation 141 140
Assumptions Used for Pension Benefits Accounting
December 31,
2017 2016
Benefit Obligations:
Discount rate 3.60% 4.10%
Salary increase 3.50% 4.40%
Net Periodic Benefit Cost:
Discount rate 4.10% 4.40%
Salary increase 4.40% 4.40%

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a bond selection-settiement
portfolio approach. This approach develops a discount rate by selecting a portfolio of high quality corporats bonds that gensrate sutficient cash flow to
provide for the projected benefit payments of the pian. The selected bond portfolio is derived from a universe of non-callable corporate bonds rated Aa
quality or higher. After the bond portfolio is selected, a single interest rate is dstermined that equates the present value of the plan’s projected benefit
payments discounted at this rate with the market value of the bonds selected.

OTHER POST-RETIREMENT BENEFIT PLANS

Duke Energy provides, and Duke Energy Kentucky participates in, some health care and life insurance benafits for retired employees on a contributory
and nen-contributory basis. Employees are eligibte for these benefits it they have met age and service requirements at retirement, as defined in the
plans. The health care benefits include medical, dental, and prescription drug coverage and are subject to certain limitations, such as deductibles and
co-payments.

Duke Energy did not make any pre-funding contributions to its other post-retirement benefit plans during the years ended December 31, 2017 and 2016.
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Components of Net Periodic Other Post-Retirement Benefit Costs

Years Ended December 31,

(in thousands) 2017 2016
Service cost S 82 S 91
Interest cast on projected benefit obligation 254 288
Expecied return on plan assets (78) (61)
Amorlization of prior service (credit) cost (184) 175
Amorlization of gain (144) (420)
Curtaitment credit (614) —
Net periodic pension costs s (684) S 73
Amounts Recognized in Regulatory Assets and Regulatory Liabilities
December 31,

(in thousands) 2017 2016
Hegutatory assets, net decrease ) (280) $ (305}
Hegulatory liabilities, net {decrease) increase (717) 612
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Reconciliation of Funded Status to Accrued Other Post-Retirement Benefit Cosls

Years Ended Dacember 31,

{(in thousands) 2017 2016
Change in Projected Benefit Obligation:

Accumulated post-retirement benefit obligation at prior measurement dats S 6,556 S 6,845
Service cost 82 91
Interest cost 254 288
Ptan participants’ contributions 193 189
Actuarial losses (gains) 197 (107}
Transfers (8) 85 242
Pian amendments (642) (377
Benefits paid (673) (615)
Accumulated post-refiremant benefit obligation at measurement date S 6,052 S 6,556
Change In Fair Value of Plan Assats:

Plan assets at prlor measurement date S 1518 § 1,198
Actual return on plan assets 160 86
Plan participants’ contributions 193 189
Benefits pald (673) (615)
Transfers {a) 36 240
Employer contributions 198 421
Plan assets at measurement date ] 1,433 § 1,519
(a}) Transfers represents net amounts associated with plan participants that have moved to/from other Duke Energy subsidiarles.
Amounts Recognized in the Balance Sheets

December 31,

(In thousands) 2017 2016
Current post-retirement liability(a) S 159 § 165
Noncurrent post-retirement Iiability(b) 4,460 4,872
Total accrued post-retirement liability S 45619 $ 5,037
Regulatory assets ] 2330 % 2,610
Regulatory liabilities 5 4,833 S 5,550
Amounts to be recognized in net periodic pension expense in the next year:

Unrecognized net actuarial loss 8 31 3 (424)
Unrecognized prior service credit $ (236) S (184)

(a) Included in Other within Current Liabilities on the Balance Sheets.

(b} Included in Accrued pension and other post-retirement benefit costs on the Balance Sheets.
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Assumptions Used for Other Post-Retirement Benefits Accounting

Decembar 31,

2017 2016
Benefit Obligations:
Discount rate 3.60% 4.10%
Net Periodic Benefit Cost:
Discount rate 4.10% 4.40%
Expected long-term rate of return on plan assets 6.50% 6.50%

The discount rate used to determine the current year other post-retirement benefits obligation and {ollowing year's other postretirement benefits
expense is based on a bond selection-settlement portfolic approach. This approach develops a discount rate by selacting a portiolio of high quality
corporate bonds that generate sufficient cash flow to provide for the projected benefit payments of the plan. The selected bond portfolio is derived from
a universa of non-callable corporate bonds rated Aa quality or higher. After the bond portfolio is selected, a single interest rate is determined that
equates the present value of the pian's projected benefit payments discounted at this rate with the market value of the bonds selected.

Assumed Health Care Cost Trend Rate

December 31,

Health care cost trend rate assumed for next year

Rate to which the cost trend is assumed to decline (the ultimate trend rate)

‘Year that the rate reaches the ultimate trend rate

2017 2016
7.00% 7.00%
4.75% 4.75%

2024 2023

Expected Benefit Payments

The foffowing table presents Duke Energy's expected benefit payments to participants on behalf of Duke Energy Kentucky in its qualified, non-qualified
and other post-retirement benefit plans over the next 10 years. These bensfit payments reflect expected future service, as appropriate.

Other Post-
Qualified Non-Qualified Retirement
(in thousands) Plans Plans Plans Total
Years ending December 31,
2018 S 7,106 $ 1 8 864 5 7,981
2019 7,417 11 742 8,170
2020 8,188 11 633 8,832
2021 9,449 10 631 10,090
2022 8,489 10 616 9,115
2023-2027 40,475 50 2,526 43,051
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MASTER RETIREMENT TRUST (MASTER TRUST)

The assets for the Duke Energy Kentucky plans discussed above are derived from the Master Trust that is hald by Duke Energy and, as such, Duke
Enargy Kentucky is allccated its proportionate share of assets discussed balow. Assets for both the qualified pension and other pastratirement benefits
are maintained in tha Master Trust. Duke Energy also invests other post-retirernent assels in Voluntary Employees' Benaficiary Association trusts. The
investment objective is to achieve suificient returns, subject to a prudent ievel of portiolio risk, for the purpose of pramoling the security of plan benefits
for participants. Duke Energy assumes pension and other post-retirement plan assets will generate a long-term rate of return of 6.50 percent, The
expected long-term rate of return was developed using a weighted average calculation of expected retums based primarily on future expected retumns
across asset classes considering the use of active asset managers, where applicable. The asset allocation {argets were set alter considering the
investment objective and the risk profile. Equity securities are held for their high expected return. Debt securities are primarily held o hedge the
qualified pension plan liability. Hedge funds, real estate and other global securities are held for diversification. Investments within asset classes are
diversified to achieve broad market participation and reduce the impact of individual managers or investments.

Duke Energy has a de-risking investment strategy for the Duke Energy Master Trust. As the funded status of the pension plans increase, the targeted
allocation to retum seeking assets may be reduced and the targeted allocation to fixed-income assets will be increased to better manage Duke Energy's
pension Hability and reduce funded status volatility. Duke Energy regularly reviews its actual asset allocation and periodically rebalances its investments
to the targeted allocation when considered appropriata.

The following table presents target and actual asset allocations for the Master Trust at December 31, 2017 and 2016.

Actual Allocation at

Target December 31,

Asset Category Allocation 2017 2016

U.S. equity securittas 10% 11% 1%
Non-U.S. equity securities 8% 8% 8%
Global equity securities 10% 10% 10%
Global private equity securilies 3% 2% 2%
Daht securities 63% 63% 63%
Hedge funds 2% 2% 2%
Real estate and cash 2% 2% 2%
Other global securities 2% 2% 2%
Total 100% 100% 100%

EMPLOYEE SAVINGS PLAN

Duke Energy Kentucky also participates in employee savings plans sponsored by Duke Energy. Most employees participate in a matching contribution
formula where Duke Energy provides a matching contribution generally equal to 100 percent of employee before-tax and Roth 401(k} contributions and,
as applicable, after-tax contributions of up to & percent of eligible pay per period.

As of January 1, 2014, for new and rehirad non-union and certain unionized employees who are not eligible 1o participate in Duke Enargy's defined
benefit plans, an additional employer contribution of 4 percent of eligible pay per pay period, which is subject to a three-year vesting schedule, Is
provided to the employee’s savings plan account.

Duke Energy Kentucky's expense related to its proportionate share of pretax employer contributions and the additional 4 percent employer contribution
was $1,035 thousand and $720 thousand for the years ended December 31, 2017 and 20186, respectively.
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13. INCOME TAXES
Tax Act

On December 22, 2017, Prasident Trump signed tha Tax Act into law. Among other provisions, the Tax Act lowers the corparate federal income tax rate
from 35 percent to 21 percent and eliminates banus depreciation for ragulated utilities, effective January 1, 2018. The Tax Act also could be amended
or subject to technical correction, which coutd change the financial impacts that were recorded at December 31, 2017, or are expected to be recorded in
future periods. The FERC and KSPC will determine the regulatory treatment of the impacts of the Tax Act for Duke Energy Kentucky. Duke Energy
Kentucky' future results of operations, financial condition and cash flows could be adversely impacted by the Tax Act, subsequent amendments or
corrections of the actions of the FERC, KSPC or credit rating agencies refated to the Tax Act. Duke Energy Kentucky is reviewing orders to address the
rate treatment of the Tax Act by KSPC. See Note 2 for additional information. Beginning in January 2018, Duke Energy Kentucky will defer the
estimated ongoing impacis of the Tax Act that are expected to be retumned to customers,

As a result of the Tax Act, Duke Energy Kentucky revalued its existing deferred tax assets and deferred {ax liabilities as of December 31, 2017, to
account for the estimated future impact of lower corporate tax rates on these deferred tax amounts. For Duke Energy Kentucky's regulated operations,
where the reduction in the net ADIT liability is expected to be returned to customers in future rates, the net remeasurement has been deferred as a
regulatory fiability. The regulatory liability for income taxes includes the effect of the reduction of the net deferred tax liability including the tax gross-up
of the excess ADIT liabilities and the effect of the new tax rate on the previous regulatory asset for income taxes. Excess ADITs are generally classified
as either “protected” or “unprotected” under internal Revenue Service (IRS) rules. Protected excess ADIT, resulling from accumulated tax depreciation
of public wility property, are required to utilize the average rate assumption method under the IRS normalization rules for determining the timing of the
return to customers. The majority of the excess ADIT is related to protected amounts associated with public utility property. See Note 2 for additional
information on the Tax Act's impact to the regulatory asset and liability accounts.

On December 22, 2017, the Securities and Exchange Commission staff issued Stalf Accounting Bulletin No. 118, Income Tax Accounting Implications
of the Tax Cuts and Jobs Act (SAB 118}, which provides guidance on accounting for the Tax Act's impact. SAB 118 provides a measurement period,
which in no case should extend beyond one year from the Tax Act enactment date, during which a company acting in good faith may complete the
accounting for the impacts of the Tax Act under Accounting Standards Codification (ASC} Topic 740. In accordance with SAB 118, a company must
reflect the income tax affacts of the Tax Act in the reporting period in which the accounting under ASC Topic 740 is complete. To the extent that a
company's accounting for certain income tax effects of the Tax Act is incomplete, a company can determine a reasonable estimate for those effects
and record & provisional estimate In the financial statementis in the first reporting period in which a reasonable estimate can be determined.

Duke Energy Kentucky recorded a provisionat net tax benefit of $21.3 million related to the Tax Act in the period ending December 31, 2017. This nat
benefit primarity due o the remeasurement of deferred tax accounts to reflect the corporate rate reduction impact to net deferred tax balances. The
maijority of Duke Energy Kenlucky’s operations are regulaled and it is expected that the savings associated with the amount representing the
remeasurement of deferred tax balances related to regulated operations will ultimately be passed on to customers. Duke Energy Kentucky recorded a
regulatary liability of $133.3 million, representing the revaluation of those defarred tax balances. Duke Energy Kentucky will conlinue to respond to
requests from KSPC to determine the timing and magnitude of savings they will pass on to customers.

The net provisional charge from deferred tax remeasurement and assessment of valuation allowance is based on currently available information and
interpretations which are continuing to evolve. Duke Energy Kentucky continues {o analyze additional information and guidance related to certain
aspects of the Tax Act, such as conformity or decoupling by siale legislatures in response 1o the Tax Ac{ and the finat determination of the net deferred
fax fiabilities subject to the remeasurement. The prospecis of supplemental legislation or reguiatory processes to address questions that arise because
of the Tax Act, or evolving technica! interpretations of the tax law, may also cause the finat impact from the Tax Act to differ from the estimated
amounts. Duke Energy Kentucky continues to appropriately refine such amounts within the measurement period alfowed by SAB 118, which will be
completed no later than the fourth quarter of 2018,
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INCOME TAX EXPENSE

Components of Income Tax (Benefit) Expense

Years Ended December 31,

(in thousands) 2017 2016

Current income taxes:

Federal S (13,442) & {580)
State , (87) (361}
Total current income taxes (13,529) (941)

Deferred income taxes:

Federal 9,746 15,181
State 2,709 2,939
Total delerred income taxes 12,455 18,120
Investment tax credit amortization (87) (132)
Total income tax (benefit) expense included in Statements of Operations $ (1,161) $ 17,047

Statutory Rate Reconciliation

The foltowing table presents a reconciliation of income tax expense at the U.S. federal statutory tax rate to actuat tax expense.

Years Ended December 31,

(in thousands) 2017 2016
Income tax expense, computed at the statutory rate of 35 percent S 20,383 § 20,871

State income tax, net of federal income tax effect 1,705 1,676
Federal true-up (1,079) (5,269)

Tax Act (21,276) - ’
Other items, net (894) (231)

Total income tax (benefit) expense 5 (1,161) § 17,047
Effective tax rates(@) (2.0)% 28.6%

(@) The decrease in the effective tax rate was primarily due to the revaluation of deferred tax assets and liabilities as a result of the Tax Act.
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Notes to Financial Statements

DEFERRED TAXES

Net Deferred [ncome Tax Liabifity Components

{in thousands)

Years Ended December 31,

2017 2016
Deferred credits and other liabifities S 38 50
Tax credits and net operating loss carryforwards 4,059 3,668
Pension, postretirement and other employee benefits 4,970 6,436
Regulatory liabilities and deferred credits
7,104 —
Other 581 358
Investments and ather liabilities 718 1,468
Total deferred income {ax assets 17,470 11,981
Accelerated depreciation rates (203,207) (298,205)
Regulatory assets and deferred debits, net —_— (25,412}
Total deferred income tax liabilities (203,907) {323,617)

Net deferred income tax liabilifies

$ {186,437) § {311,636)

As noted above, as a result of the Tax Act, Duke Energy Kentucky revalued its axisting deferred tax assets and liabilities as of December 31, 2017, to
account for the estimated future impact of fower corporate tax rates on these deferred amounts. Duke Energy Kentucky's net deferred income tax

liabilities decreased $156.7 million as a result of this revaluation.
UNRECOGNIZED TAX BENEFITS

The following table presents changes to unrecognized tax benefits.

Years Ended December 31,

{in thausands) 2017 2016
Unrecognized tax benefits ~ January 1 S - 8 52
Unrecognized tax benefits increasas {(decreases);
Gross increases — tax positions in prior periods 143 4
Dscreases due to settlements - (56)
Total changes 143 (52)
Unrecognized tax bensfits ~ December 31 s 143 —
OTHER TAX MATTERS
The following table includes interest recognized in the Statements of Operations and the Balance Sheets.
As of December 31,
{in thousands) 2017 2016
Net interest income recognized related to income taxes $ — 8 8

Duke Energy Kentucky is no longer subject to U.S. federal examination for years before 2015, With few exceptions, Duke Energy Kentucky is no fonger

subject to state, local or non-U.S. income tax examinations by tax authorities for years before 2014.
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Notes ta Financial Statements

14. SUBSEQUENT EVENTS

For information on subsequsent events related fo regulatory matters, commitments and contingencies, debt and cradit facilities, asset retirement
cbligations, employee benefit plans and income taxes, sge Notes 2,3, 4,5 12and 3.
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Summary of Utility Plant and Accumulated Provisions for Depreciation, Amortization and Depletion
Line Item Total Company
No. (a) For the Current
Quarter/Year

1 UTILITY PLANT

2 In Service

3 Plant in Service (Classified) 1,876,872,626

4 Property Under Capital Leases 19,459,822
, 5 Plant Purchased or Sold

6 Completed Construction not Classified 294,341,207

7 Experimental Plant Unclassified

8 TOTAL Utility Plant (Total of lines 3 thru 7) 2,190,673,655

] Leased to Others

10 | Held for Future Use 69,805
| 11 | Construction Work in Progress 109,390,337

12 | Acquisition Adjustments

13 TOTAL Utility Plant (Total of lines 8 thru 12) 2,300,133,797

14 | Accumulated Provisions for Depreciation, Amortization, & Depletion 1,032,028,167

15 Net Utility Plant (Total of lines 13 and 14) 1,268,105,630

16 DETAIL OF ACCUMULATED PROVISIONS FOR DEPRECIATION, AMORTIZATION AND DEPLETION

17 | In Service:

18 Depreciation 988,067,522

19 Amortization and Depletion of Producing Natural Gas Land and Land Rights

20 Amortization of Underground Storage Land and Land Righis

21 Amortization of Other Utility Plant 43,960,645

22 TOTAL In Service (Total of lines 18 thru 21) 1,032,028,167

23 | Leased to Others

24 Depreciation

25 Amortization and Depletion

26 TOTAL Leased to Others (Total of lines 24 and 25)

27 | Held for Future Use _

28 Depreciation

29 Amortization

30 TOTAL Held for Future Use (Total of lines 28 and 29)

31 Abandonment of Leases (Natural Gas)

32 | Amortization of Plant Acquisition Adjustment

33 TOTAL Accum. Provisions (Should agree with line 14 above)(Total of lines 22, 26, 30, 31, and 32) 1,032,028,167

FERC FORM NO. 2 (12-96)
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Year/Period of Rg&rbp of 149

Summary of Utility Plant and Accumulated Provisions for Depreciation, Amortization and Depletion (continued)

Line Electric Gas Other (specify) Common

No. () (d) (e) 4]
K
|2
I3 1,480,052,147 353,950,050 42,870,429
4 1,993,137 17,466,685

5

6 161,545,988 131,811,913 983,306
7

8 1,643,591,272 503,228,648 43,853,735
9

10 69,805

11 81,782,545 24,871,707 2,736,085
12

13 1,725,443,622 528,100,355 46,589,820
14 828,065,736 165,758,008 38,204,423
15 897,377,886 362,342,347 8,385,397
16
17
[18 817,393,972 159,768,239 10,905,311
119
|20
21 10,671,765 5,989,768 27,299,112
22 828,065,737 165,758,007 38,204,423
|23
|24

828,065,737

165,758,007

38,204,423
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Gas Plant in Service (Accounts 101, 102, 103, and 106)

1. Report below the original cost of gas plant in service according to the prescribed accounts.

2. In addition to Account 101, Gas Plant in Service (Classified), this page and the next include Account 102, Gas Plant Purchased or Sold, Account
108, Experimental Gas Plant Unclassified, and Account 106, Completed Construction Not Classified-Gas.

3. Include in column (c) and (d), as appropriate corrections of additions and retirements for the current or preceding year.

4. Enclose in parenthesis credit adjustments of plant accounts to indicate the negative effect of such accounts.

5. Classify Account 106 according to prescribed accounts, on an
estimated basis if necessary, and include the entries in column (c).Also to be included in column (c) are entries for reversals of tentative distributions of
prior year reported in column (b). Likewise, if the respondent has a significant amount of plant retirements which have not been classified to primary
accounts at the end of the year, include in column (d) a tentative distribution of such retirements, on an estimated basis, with appropriate contra entry to
the account for accumulated depreciation provision. Include also in column (d) reversals of tentative distributions of prior year's unclassified retirements.
Attach supplemental statement showing the account distributions of these tentative classifications in columns {c) and (d),

. Account Balance at Additions
Line o
Beginning of Year
No.
(a) b (5

INTANGIBLE PLANT
301 Organization
302 Franchises and Consents
303 Miscellaneous Intangible Plant 6,220,856 5,068,596
TOTAL Intangible Plant (Enter Total of lines 2 thru 4) 6,220,856 5,058,596
PRODUCTION PLANT
Natural Gas Production and Gathering Plant
325.1 Producing Lands
325.2 Producing Leaseholds
10 325.3 Gas Rights
1 325.4 Rights-of-Way
12 325.5 Other Land and Land Rights
13 326 Gas Well Structures
14 327 Field Compressor Station Structures
15 328 Field Measuring and Regulating Station Equipment
16 329 Other Structures
17 330 Producing Gas Wells-Well Construction
18 331 Producing Gas Wells-Well Equipment

@ I~N||||w o] =

w

19 332 Field Lines
20 333 Field Compressor Station Equipment

21 334 Field Measuring and Regulating Station Equipment

22 335 Drilling and Cleaning Equipment

23 336 Purification Equipment

24 337 Other Equipment

25 338 Unsuccessful Exploration and Development Costs
26 339 Asset Retirement Costs for Natural Gas Production and
27 TOTAL Production and Gathering Plant (Enter Total of lines 8

28 | PRODUCTS EXTRACTION PLANT
29 340 Land and Land Rights

30 341 Structures and improvements

31 342 Extraction and Refining Equipment
32 343 Pipe Lines

33 344 Exiracted Products Storage Equipment

FERC FORM NO. 2 (12-96) Page 204
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Name of Respondent

Gas Plant in Service (Accounts 101, 102, 103, and 106) (continued)

including the reversals of the prior years tentative account distributions of these amounts. Careful observance of the above instructions and the texis of
Account 101 and 106 will avoid serious omissions of respondent's reported amount for plant actually in service at end of year.

6. Show in column (f) reclassifications or transfers within utility plant accounts. Include also in column {f) the additions or reductions of primary account
classifications arising from distribution of amounts initially recorded in Account 102. In showing the clearance of Account 102, include in column (e) the
amounts with respect to accumulated provision for depreciation, acquisition adjustments, etc., and show in column (f) only the offset to the debits or
credits to primary account classifications.

7. For Account 399, state the nature and use of plant included in this account and if substantial in amount submit a supplementary statement showing
subaccount classification of such plant conforming to the requirements of these pages.
8. For each amount comprising the reported balance and changes in Account 102, state the property purchased or sold, name of vendor or purchaser,

and date of transaction. If proposed journal entries have been filed with the Commission as required by the Uniform System of Accounts, give date of
such filing.

This Report Is: ?Nallte Sf R\t{ap)ort Year/Period of B8g§9 of 149
(1) An Original o, Da, Yr,
Duke Energy Kentucky, Inc. @) [ ]A Resubmission 04/12/2018 End of 2017/Q4

Line Retirements

No.
(d)

Adjustments

(e)

Transfers

(f)

Balance at
End of Year
{9)

11,279,452

D|~N{oO|o]|~|LIN ] —

11,279,452

«w

(=)

—
p

-
o

-
w

14

FERC FORM NO. 2 (12-96)

Page

205



KyPSC Case No. 2018-00261

FR 16(7)(k) Attachment - FERC Form 2

Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:

(1)
2)

[T]A Resubmission

Date of Report
An Original (Mo, Da, Yr)
04/12/2018

Year/Period of Rap&pp of 149
End of 2017/Q4

Gas Plant in Service (Accounts 101, 102, 103, and 106) (continued)

Line Account Balance at Additions
No. Beginning of Year
(a) (b) (c)

34 345 Compressor Equipment

35 346 Gas Measuring and Regulating Equipment

36 347 Other Equipment

37 348 Asset Retirement Costs for Products Extraction Plant

38 TOTAL Products Extraction Plant (Enter Total of lines 29 thru 37)

39 TOTAL Natural Gas Production Plant (Enter Total of lines 27 and

40 | Manufactured Gas Production Plant (Submit Supplementary 7,820,130 3
41 TOTAL Production Plant (Enter Total of lines 39 and 40) 7,820,130 3

42 | NATURAL GAS STORAGE AND PROCESSING PLANT

43 Underground Storage Plant

44 350.1 Land

45 350.2 Rights-of-Way

46 351  Structures and Improvements

47 352  Wells

48 352.1 Storage Leaseholds and Rights

49 352.2 Reservoirs

50 352.3 Non-recoverable Natural Gas

51 353 Lines

52 354 Compressor Station Equipment

53 355 Other Equipment

54 356 Purification Equipment

55 357 Other Equipment

56 358 Asset Retirement Costs for Underground Storage Plant

57 TOTAL Underground Storage Plant (Enter Total of lines 44 thru

58 | Other Storage Plant

59 360 Land and Land Rights

60 361 Structures and Improvements

61 362 Gas Holders

62 363 Purification Equipment

63 363.1 Liquefaction Equipment

64 363.2 Vaporizing Equipment

65 363.3 Compressor Equipment

66 363.4 Measuring and Regulating Equipment

67 363.5 Other Equipment

68 363.6 Asset Retirement Costs for Other Storage Plant

69 TOTAL Other Storage Plant (Enter Total of lines 58 thru 68)

71 364.1 Land and Land Rights

70 | Base Load Liquefied Natural Gas Terminaling and Processing Plarﬁﬁ

72 364.2 Structures and improvements

73 364.3 LNG Processing Terminal Equipment

74 364.4 LNG Transportation Equipment

75 364.5 Measuring and Regulating Equipment

76 364.6 Compressor Station Equipment

77 364.7 Communications Equipment

78 364.8 Other Equipment

79 364.9 Asset Retirement Costs for Base Load Liquefied Natural Gas

80 TOTAL Base Load Liquefied Nat'l Gas, Terminaling and
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Name of Respondent
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This
(1)
(2)

Report Is:
An Original
[]A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of B&g&p7 of 149
End of 2017/Q4

Line Retirements
No.
(d)

Adjustments

(e)

Gas Plant in Service (Accounts 101, 102, 103, and 106) (continued)

Transfers

()

Balance at
End of Year
@)

34

35

36

37

38

39

40

7,820,133

141

7520153
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Gas Plant in Service (Accounts 101, 102, 103, and 106) (continued)
Line Account Balance at Additions
No. Beginning of Year
(a) (b) {c)

81 TOTAL Nat'l Gas Storage and Processing Plant (Total of lines 57,

83 365.1 Land and Land Rights

84 365.2 Rights-of-Way

85 366 Structures and Improvements

86 367 Mains

87 368  Compressor Station Equipment

88 369  Measuring and Regulating Station Equipment

89 370 Communication Equipment

90 371  Other Equipment

91 372 Asset Retirement Costs for Transmission Plant

92 TOTAL Transmission Plant (Enter Totals of lines 83 thru 91)

94 374 Land and Land Rights 1,138,477

95 375  Structures and improvements 394,194 161,794
96 376 Mains 262,835,596 4,770,527
97 377  Compressor Station Equipment

98 378  Measuring and Regulating Station Equipment-General 10,160,866 ( 166,4086)
99 379 Measuring and Regulating Station Equipment-City Gate
100 380 Services 140,349,004 19,714,139
101 381 Meters 11,581,489 6,140,506
102 382 Meter Installations 10,424,840
103 383 House Regulators 6,815,688
104 384 House Regulator Installations 5,939,296
105 385 Industrial Measuring and Regulating Station Equipment 519,875
106 386 Other Property on Customers' Premises
107 387 Other Equipment 49,737
108 388 Asset Retirement Costs for Distribution Plant 2,242,135 1,207,324
109 TOTAL Distribution Plant (Enter Total of lines 94 thru 108) 452,451,197 31,827,884
110 | GENERAL PLANT
111 389 Land and Land Rights
112 390 Structures and Improvements
113 391 Office Furniture and Equipment 188,474 178,126
114 392 Transportation Equipment 65,845
115 393 Stores Equipment
116 394 Tools, Shop, and Garage Equipment 1,301,033 24,441
117 395 Laboratory Equipment
118 396 Power Operated Equipment
119 397 Communication Equipment 44,502 369
120 398 Miscellaneous Equipment 83,592 ( 1)
121 Subtotal (Enter Total of fines 111 thru 120) 1,683,446 202,935
122 399 Other Tangible Property
123 399.1 Asset Retirement Costs for General Plant
124 TOTAL General Plant (Enter Total of lines 121, 122 and 123) 1,683,446 202,935
125 TOTAL (Accounts 101 and 106) 468,175,629 37,089,418
126 Gas Plant Purchased (See Instruction 8)
127 (Less) Gas Plant Soid (See Instruction 8) jﬁ
128 Experimental Gas Plant Unclassified
129 TOTAL Gas Plant In Service (Enter Total of lines 125 thru 128) 468,175,629 37,089,418
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Gas Plant in Service (Accounts 101, 102, 103, and 106) (continued)

Line Retirements Adjustments Transfers Balance at
No. End of Year
(d) (e) (0) (@)

81
le3

84

85

86

87

88

89

90

9
192

94 1,138,477
95 555,988
% 82,762 267,523,361
97

98 9,994,460
99

100 1,157,849 158,905,294
101 775,806 16,946,189
102 10,424,840
103 65,283 6,750,405
104 5,939,296
105 519,875
106

107 49,737
108 ( 134,086) 3,583,545
109 1,947,614 482,331,467
Ji10
K

112

113 42,083 324,517
114 65,845
115

116 46,702 1,278,772
117

118

119 44,871
120 83,501
121 88,785 1,797,596
122

123

124 88,785 1,797,596
125 2,036,399 503,228,648
12
127

128

129 2,036,399 503,228,648
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Gas Property and Capacity Leased from Others

1. Report below the information called for concerning gas property and capacity leased from others for gas operations.
2. For all leases in which the average annual lease payment over the initial term of the lease exceeds $500,000, describe in column
{c), if applicable: the property or capacity leased. Designate associated companies with an asterisk in column (b)

Line
No.

Name of Lessor

(@

(b)

Description of Lease

(c)

Lease Payments for
Current Year

(d)

2009 Bank of America Leasing & Capital

Meters

431,579

2010 Bank of America Leasing & Capital

Meters

111,975

Erlanger

Service Center

254,257
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797,811

FERC FORM NO. 2 (12-96)

Page 212

of 149



KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 2

Name of Respondent This Report IS: R}Iact)e Bf R$Soﬂ Year/Period of FRgr]l of 149
-, “Da,
Duke Energy Kentucky, Inc. E;; :nﬁegsmilssion 04/12/2018 End of 2017/Q4
Construction Work in Progress-Gas (Account 107)

1. Report below descriptions and balances at end of year of projects in process of construction (Account 107).

2. Show items relating to "research, development, and demonstration” projects last, under a caption Research, Development,
and Demonstration (see Account 107 of the Uniform System of Accounts).

3. Minor projects (less than $1,000,000) may be grouped.

Construction Work in Estimated Additional
Line Description of Project Progress-Gas Cost of Project
No. (Account 107)
(a) (b) (c)

1 DISTRIBUTION PLANT

2

3 BIG BONE TO RICHWOOD FEEDER LINE 11,462,385

4 INTEGRITY MANAGEMENT PROGRAM 3,869,786

5 | LARGE MEASURING AND REGULATING STATIONS 2,112,958

6 | SMARTGRID KENTUCKY ADVANCED METERING

INFRASTRUCTURE (AM!) 1,820,993

7 | PROJECTS LESS THAN $1 MILLION 1,953,892

8 | TOTAL DISTRIBUTION PLANT  $21,220,014

9

10 | GENERAL PLANT

11

12 | PROJECTS LESS THAN $1 MILLION 333,515

13 | TOTAL GENERAL PLANT  $333,515

14

15 | INTANGIBLE PLANT

16

17 | IT DEMAND WORK FUNDING PROJECT 2,519,861

18 | PROJECTS LESS THAN $1 MILLION 798,317

19 | TOTAL INTANGIBLE PLANT  $3,318,178

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

a1

42

43

44
45 | Total 24,871,707
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General Description of Construction Overhead Procedure

1. For each construction overhead explain: (a) the nature and extent of work, etc., the overhead charges are intended to cover, (b) the general
procedure for determining the amount capitalized, (c) the method of distribution to construction jobs, (d} whether different rates are applied to
different types of construction, (e) basis of differentiation in rates for different types of construction, and (f) whether the overhead is directly or
indirectly assigned.

2. Show below the computation of allowance for funds used during construction rates, in accordance with the provisions of Gas Plant
Instructions 3 (17) of the Uniform System of Accounts.

3. Where a net-of-tax rate for borrowed funds is used, show the appropriate tax effect adjustment to the computations below in a manner that
clearly indicates the amount of reduction in the gross rate for tax effects.

1. CONSTRUCTION OVERHEAD COSTS INCLUDE ENGINEERING AND SUPERVISORY SALARIES,
ADMINISTRATIVE AND GENERAL SALARIES AND ASSOCIATED PAYROLL TAXES AND BENEFITS AND EMPLOYEE
EXPENSES.

IN GENERAL, IF ENGINEERS, SUPERVISORS, AND CLERICAL EMPLOYEES DEVOTE ALL OR SUBSTANTIALLY
ALL OF THEIR TIME TO CAPITAL CONSTRUCTION PROJECTS, THE SALARIES AND RELATED EXPENSES ARE
CHARGED DIRECTLY TO THE SPECIFIC CAPITAL CONSTRUCTION PROJECTS.

FOR POWER DELIVERY, CONSTRUCTION OVERHEAD COSTS ARE CHARGED TO THE ALLOCATION POOLS AND
FROM THERE TRANSFERRED TO THE SPECIFIC CAPITAL CONSTRUCTION PROJECTS WHERE THE LABOR
(INTERNAL AND CONTRACT) WAS CHARGED DURING THE MONTH.

2. ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (AFUDC) 1S APPLIED TO THE TOTAL
CONSTRUCTION EXPENDITURES, LESS CERTAIN EXCLUSIONS, ON JOBS UNDER CONSTRUCTION. EFFECTIVE
JULY 1, 1982, THE RESPONDENT ADOPTED THE PRACTICE OF UPDATING THE AFUDC RATE MONTHLY, AS
AUTHORIZED BY THE FEDERAL ENERGY REGULATORY COMMISSION IN A LETTER DATED MAY 27, 1982. THE
AVERAGE AFUDC RATE FOR 2017 WAS 6.55%. THE MONTHLY RATE DOES NOT INCLUDE A REDUCTION FOR
THE INCOME TAX EFFECT ON THE COST OF DEBT.

[ FERC FORM NO. 2 (REV 12-07) 218.1
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General Description of Construction Overhead Procedure (continued)
COMPUTATION OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION RATES
1. Forline (5), column (d) below, enter the rate granted in the last rate proceeding. 1f not available, use the average rate earned during the preceding 3 years.
2. Identify, in a footnote, the specific entity used as the source for the capital structure figures.
3. Indicate, in a footnote, if the reported rate of return is one that has been approved in a rate case, black-box settlement rate, or an actual three-year average rate.
1. Components of Formula (Derived from actual book balances and actual cost rates):
Title Amount Capitalization Cost Rate
Line Ration (percent) Percentage
No. (@ (b) o (d)
(1) Average Short-Term Debt S
(2) Short-Term Interest : S
(3) Long-Term Debt D d
(4) Preferred Stock P p
(5) Common Equity c c
(7) Average Construction Work In Progress Balance W

2. Gross Rate for Borrowed Funds  s(S/W) + d[(D/(D+P+C)) (1-(S/W))]

3. Rate for Other Funds  [1-(S/W)] [p(P/(D+P+C)) + ¢(C/(D+P+C))]

4. Weighted Average Rate Actually Used for the Year:
a. Rate for Borrowed Funds -
b. Rate for Other Funds -

FERC FORM NO. 2 (REV 12-07) Page 218a
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Accumulated Provision for Depreciation of Gas Utility Plant (Account 108)

functional classifications.

1. Explain in a footnote any important adjustments during year.

2. Explain in a footnote any difference between the amount for book cost of plant retired, line 10, column (c), and that reported for gas
plant in service, page 204-209, column (d), excluding retirements of nondepreciable property.

3. The provisions of Account 108 in the Uniform System of Accounts require that retirements of depreciable plant be recorded when
such plant is removed from service. If the respondent has a significant amount of plant retired at year end which has not been
recorded and/or classified to the various reserve functional classifications, make preliminary closing entries to tentatively functionalize
the book cost of the plant retired. In addition, include all costs included in retirement work in progress at year end in the appropriate

4. Show separately interest credits under a sinking fund or similar method of depreciation accounting.
5. Atlines 7 and 14, add rows as necessary to report all data. Additional rows should be numbered in sequence, e.g., 7.01, 7.02, etc.

Line Item Total Gas Plant in Gas Plant Held Gas Plant Leased
No. (c+d+e) Service for Future Use to Others
(a) (b) (c) (d) (e)
Section A. BALANCES AND CHANGES DURING YEAR
1 Batance Beginning of Year 151,560,065 151,560,065
2 Depreciation Provisions for Year, Charged to
3 (403) Depreciation Expense 11,591,542 11,591,542
4 (403.1) Depreciation Expense for Asset Retirement Costs
5 (413) Expense of Gas Plant Leased to Others
6 Transportation Expenses - Clearing
7 Other Clearing Accounts
8 Other Clearing (Specify) (footnote details): 30,849 *5"
9
10 | TOTAL Deprec. Prov. for Year (Total of lines 3 thru 8) 11,622,391 11,622,391
1" Net Charges for Plant Retired:
12 Book Cost of Plant Retired { 1,947,615) (1,947,615
13 Cost of Removal ( 1,201,588) ( 1,201,588)
14 Salvage (Credit) 2,120 2,120
15 | TOTAL Net Chrgs for Plant Ret. (Total of lines 12 thru 14) ( 3,151,323) ( 3,151,323)
16 | Other Debit or Credit ltems (Describe) (footnote details): ( 262,894) ' B2l
17
18 ] Book Cost of Asset Retirement Costs
19 | Balance End of Year (Total of lines 1,10,15,16 and 18) 159,768,239 159,768,239
Section B. BALANCES AT END OF YEAR ACCORDING TO
FUNCTIONAL CLASSIFICATIONS
21 Productions-Manufactured Gas 4,421,060 4,421,060
22 Production and Gathering-Natural Gas
23 Products Extraction-Natural Gas
24 Underground Gas Storage
25 | Other Storage Plant
26 Base Load LNG Terminaling and Processing Plant
27 Transmission
28 | Distribution 155,334,960 155,334,960
29 General 12,219 12,219
30 | TOTAL (Total of lines 21 thru 29) 159,768,239 159,768,239
FERC FORM NO. 2 (12-96) Page 219
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FOOTNOTE DATA

|Schedule Page: 219 Line No.:8 Column: ¢

ARO Gas Depreciation

|Schedule Page: 219 Line No.: 16  Column: ¢

Common Utility Plant Provision (262,875)
Misc. Transfers/Adjustments (19)
(262,894)
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Gas Stored (Accounts 117.1, 117.2, 117.3, 117.4, 164.1, 164.2, and 164.3)

1.

If during the year adjustments were made to the stored gas inventory reported in columns (@), (f), (), and (h) (such as to correct cumulative inaccuracies
of gas measurements), explain in a footnote the reason for the adjustments, the Dth and dollar amount of adjustment, and account charged or credited.

2. Report in column (e} all encroachments during the year upon the volumes designated as base gas, column {b), and system balancing gas, column {c),
and gas property recordable in the plant accounts.

3. State in a footnote the basis of segregation of inventory between current and noncurrent portions. Also, state in a footnote the method used to report
storage (i.e., fixed asset method or inventory method).

Lind  Description Noncurrent Current LNG LNG
NoJ {Account (Account (Account (Account (Account (Account {Account Total
117.1) 117.2) 117.3) 117.4) 164.1) 164.2) 164.3)
(@) (b) (c) (d) (e) U] (9) (h) (i)
1 {Balance at Beginning of 3,412,419 3,412,415
2 |Gas Delivered to Storage 4,850,427 4,850,427
3 |Gas Withdrawn from 5,303,962 5,303,962
4 |Other Debits and Credits
5 |Balance at End of Year 2,958,880 2,958,880
6 [Dth 931,935 931,835
7 |Amount Per Dth 3.1750 3.1750
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Investments (Account 123, 124, and 136)
1. Report below investments in Accounts 123, Investments in Associated Companies, 124, Other Investments, and 136, Temporary Cash Investments.
2. Provide a subheading for each account and list thereunder the information calied for:
(a) Investment in Securities-List and describe each security owned, giving name of issuer, date acquired and date of maturity. For bonds, also give principal amount, date of issue,
maturity, and interest rate. For capital stock (including capital stock of respondent reacquired under a definite plan for resale pursuant to authorization by the Board of Directors, and

included in Account 124, Other Investments) state number of shares, class, and series of stock. Minor investments may be grouped by classes. Investments included in Account 136,
Temporary Cash Investments, also may be grouped by classes.

(b} Investment Advances-Report separately for each person or company the amounts of loans or investment advances that are properly includable in Account 123, include advances
subject fo current repayment in Account 145 and 146, With respect to each advance, show whether the advance is a note or open account.

Description of Investment Book Cost at Beginning of Year Purchases or
. (If book cost is different from Additions
Line cost to respondent, give cost fo During the Year
No. respondent in a footnote and
explain difference)

(@) (b) O] {d)
124-9 Campbell County Business Dev. Corp 1,500
Date Acquired 06/18/62
Date of Maturity

Capital Stock

Total Account 124 1,500
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Investments (Account 123, 124, and 136) (continued)

List each note, giving date of issuance, maturity date, and specifying whether note is a renewal. Designate any advances due from officers, directors, stockholders, or employees.
3. Designate with an asterisk in column (b} any securities, notes or accounts that were pledged, and in a footnote state the name of pledges and purpose of the pledge.
4. If Commission approval was required for any advance made or security acquired, designate such fact in a footnote and cite Commission, date of authorization, and case or docket

number.

5. Report in column (h) interest and dividend revenues from investments including such revenues from securities disposed of during the year.

6. In column (i) report for each investment disposed of during the year the gain or loss represented by the difference between cost of the investment (or the other amount at which
carried in the books of account if different from cost) and the selling price thereof, not including any dividend or interest adjustment includible in column (h).

Sales or Other
Dispositions

Line During Year

No.

)

Principal Amount or
No. of Shares at
End of Year

Book Cost at End of Year
(if book cost is different from cost
to respondent, give cost to
respondent in a footnote and
explain difference)

(g

Revenues for
Year

()

Gain or Loss from
Investment
Disposed of

{)

1,500

1,500
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Prepayments (Acct 165), Extraordinary Property Losses {(Acct 182.1), Unrecovered Plant and Regulatory Study Costs (Acct 182.2)

PREPAYMENTS (ACCOUNT 165)
1. Report below the particulars (details) on each prepayment.
Nature of Payment Balance at End
Line of Year
No. (in dollars)
(@) (b}
1 Prepaid Insurance
2 Prepaid Rents
3 Prepaid Taxes
4 Prepaid Interest
5 Miscellaneous Prepayments 491,801
6 TOTAL 491,801
FERC FORM NO. 2 (12-96) Page 230a
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Other Regulatory Assets (Account 182.3)
1. Report below the details called for conceming other regulatory assets which are created through the ratemaking actions of regulatory agencies (and not includable
in other accounts).
2. For regulatory assets being amortized, show period of amortization in column (a).
3. Minor items (5% of the Balance at End of Year for Account 182.3 or amounts less than $250,000, whichever is less) may be grouped by classes,
4. Report separately any "Deferred Regulatory Commission Expenses® that are also reported on pages 350-351, Regulatory Commission Expenses.
5. Provide in a footnote, for each line item, the regulatory citation where authorization for the regulatory asset has been granted (e.g. Commission Order, state
commission order, court decision).
Line Description and Purpose of Batance at Debits Written off During Wiitten off Wiitten off Balance at End of
No. Other Regulatory Assets Beginning Quarter/Year During Period During Period Current
Current Account Amount Recovered | Amount Deemed Quarter/Year
Quarter/Year Charged Unrecoverable
(a) (0) ©] (d) () { @
1 {INCOME TAXES 2,178,393 18,557,822|Various 18,901,459 1,834,756
2 {DEMAND SIDE MANAGEMENT COST 1,660,598, 3,514,314{407.3, 557 2,948,606 2,226,306
3  |(Amortized in accordance with rider revenue)
4 |-Order #2015-368
5 |ARO OTHER REGULATORY ASSET 2,362,433 6,959,600[182.3, 230 2,535,309 6,786,724
6 |Gas ARO OTHER REGULATORY ASSET 4,624,019 354,495 4,978,514,
7 |COAL ASH DEFERRED SPEND 8,034,024 7,725,052{108 107,051 15,652,025
8 {-Order #2015-187
9 |INTEREST RATE HEDGES 5,110,664 349,717]244 812,642 4,647,739
10 |(Amortized over life assicated debt)
11 |- Order # 2006-00563
12 |HURRICANE {KE REGULATORY ASSET 4,912,684 4,912,684
13 |- Order # 2008-00476
14 |CARBON MANAGEMENT REGULATORY
ASSET 1,600,000, 250,000|232 50,000 1,800,000
15 |-Order # 2008- 308
16 |EAST BEND PLANT O&M DEFERRAL 23,462,464 10,426,297 33,888,761
17 |-Order #2014-201
18 {COAL ASH ARO 3,636,612 5,546,821(Various 7,414,141 1,769,292,
19 |-Order # 2015-187
20 |EAST BEND DEPRECIATION DEFERRAL 8,804,745 2,936,162)403 144,427 11,596,480
21 |- Order#2015-120
22 |DEFERRED GAS INTEGRITY COSTS 2,172,195 921,510{ Various 206,589 2,887,116
23 |- Order #2 2016-0159
24 |OTHER REGULATORY ASSETS - GENERAL
ACCOUNTING 24,082,123 4,950,228{\/arious 1,312,596 217,719,755
25 |- FERC Docket No. A107-1-000
26
27 |KO TRANSMISSION 2015-2016 RATE 348 930.2 348
28 |PENSION POST RETIRE PURCHASE
ACCOUNTING - Q 4,876,416| Various 505,464 4,370,952
29 |FERC Docket No. A107-1-000
30 |[PENSION POST RETIRE PURCHASE
ACCOUNTING- NQ 51,069 5,5991186 4,488 52,180
31 |FERC Docket No. A107-1-000
32 |OPEB FAS 106 - MEDICAL 2,610,154 186 279,960 2,330,194
33 |FERC docket No. A107-1-000
34 |Opt-Out IT Modification 161,678]Various 6,962 154,716|
35 |Oder # 2016-0152
36
37
38
39
40 | Total 100,178,941 sz,sse,zss‘i 35,230,042 127,608,194
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Miscellaneous Deferred Debits (Account 186)
1. Report below the details called for conceming miscellaneous deferred debits.
2. For any deferred debit being amortized, show period of amortization in column (a).
3. Minor items (less than $250,000) may be grouped by classes.

, Description of Miscellaneous Balance at Debits Credits Credits Balance at
Line ) P
No. Deferred Debits Beginning End of Year
of Year Account Amount
Charged
(a) (b} c) (@) ) f
Vacation accrual 1,348,263 45,8581 146, 242 1,394,121

AMI 1,085,840] 108 1,085,840

DEK 2017 Rate Case 447,586 146,232 8,000 439,586

Accrued pension post retire - FAS158 1,787,694 | Various 1,579,265 208,429

DN ||| =

[le]

Other misceilaneous items 1,000 1,000

e
o

e
—y

Indirect overhead allocation {410,442 11,147,317 | Various 10,764,223 ( 27,348)
pool - undistributed

e
N

e
w

-
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Deferred coal ash remediation costs {  258567) 182.3 442,088 ( 700,655)

e
(3,4

—
[+>]

ry
~

e
o]

Y
[le]

n
o

N
-

n
n

N
w

n
S

n
o

n
3]

n
~J

n
o3

n
[is]

w
(=]

w
-

(95
N

w
w

w
~

w
o

W
(2]

W
by

W
@

w
o

Miscellaneous Work in Progress

Total 680,254 14,514,295 12,793,576 2,400,973

S
o
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Accumulated Deferred Income Taxes (Account 190)
1. Report the information called for below concerning the respondent's accounting for deferred income taxes.
2. At Other (Specify), include deferrals relating to other income and deductions.

3. Provide in a footnote a summary of the type and amount of deferred income taxes reported in the beginning-of-year and end-of-year balances for deferred income
taxes that the respondent estimates could be included in the development of jurisdictional recourse rates.

Account Subdivisions Balance at Changes During Changes During
. Beginning Year Year
L,ll';e of Year
’ Amounts Debited Amounts Credited
to Account 410.1 to Account 411.1
(@ (b) {c) {d)
1 Account 190
2 Electric 26,526,493 10,723,409 6,475,167
3 Gas 3,471,890 360,801 3,969,519
4 Other (Define) (footnote details)
5 Total (Total of lines 2 thru 4) 29,998,383 11,084,210 10,444,686
6 Other - Non-Utility 2,004,245
7 TOTAL Account 190 (Total of lines 5 thru 6) 32,002,628 11,084,210 10,444,686
8 Classification of TOTAL
9 Federal Income Tax 28,145,969 10,378,001 9,364,547
10 | State Income Tax 3,856,659 706,209 1,080,139
1" Local income Tax
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Accumulated Deferred Income Taxes (Account 190) (continued)

)

___0______

_____|

{i)

Changes During Changes During Adjustments Adjustments Adjustments Adjustments Balance at
. Year Year End of Year
Line Debits Debits Credits Credits
No. Amounts Debited Amounts Credited
to Account 410.2 to Account 411.2 Account No. Amount Account No. Amount

1
2 20,180,149 42,458,400
3 BSO 8,832,671 15,013,279
4
5 29,012,820 58,371,679
6 956,462 BSO 1,058,015 (10232
7 956,462 1,058,015 29,012,820 58,361,447
T N N S
|'e 823,582 910,282 21,512,880 46,911,531
10 132,880 147,733 7,499,040 11,449916
T
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Capital Stock (Accounts 201 and 204)

preferred stock.

2. Entries in column (b) should represent the number of shares authorized by the articles of incorporation as amended to end of year.
3. Give details concerning shares of any class and series of stock authorized to be issued by a regulatory commission which have not yet been issued.

1. Report below the details calied for concemning common and preferred stock at end of year, distinguishing separate series of any general class. Show separate totals for common and

Class and Serigs of Stock and

Name of Stock Exchange
Line
No.

(a)

Number of Shares
Authorized by Charter

(b)

Par or Stated Value
per Share

Call Price at
End of Year

()

COMMON STOCK (ACCT 201)

1,000,000

15.00

TOTAL COMMON STOCK

1,000,000

PREFERRED STOCK (ACCT 204)

TOTAL PREFERRED STOCK
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Capital Stock (Accounts 201 and 204)

4. The identification of each class of preferred stock should show the dividend rate and whether the dividends are cumulative or noncumutlative.
5. State in a footnote if any capital stock that has been nominally issued is nominally outstanding at end of year,

6. Give particulars (details) in column (a) of any nominally issued capital stock, reacquired stock, or stock in sinking and other funds which is pledged, stating name of pledgee and
purpose of pledge.

Line
No.

Outstanding per Bal. Sheet
{total amt outstanding
without reduction for amts
held by respondent)
Shares
()

Outstanding per Bal.

Sheet

Amount

(U]

Held by
Respondent
As Reacquired
Stock (Acct 217)

Shares

@)

Held by
Respondent
As Reacquired
Stock {Acct 217)

Cost
(h)

Held by
Respondent
In Sinking and
Other Funds

Shares
(i

Held by
Respondent
In Sinking and
Other Funds

Amount

0

585,333

8,779,995

585,333

8,779,995
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Capital Stock: Subscribed, Liability for Conversion, Premium on, and installments Recieved on (Accts 202, 203, 205, 206, 207, and 212)

1. Show for each of the above accounts the amounts applying to each class and series of capital stock.
2. For Account 202, Common Stock Subscribed, and Account 205, Preferred Stock Subscribed, show the subscription price and the
balance due on each class at the end of year.
3. Describe in a footnote the agreement and transactions under which a conversion tiability existed under Account 203, Common
Stock Liability for Conversion, or Account 206, Preferred Stock Liability for Conversion, at the end of year.
4. For Premium on Account 207, Capital Stock, designate with an asterisk in column (b), any amounts representing the excess of
consideration received over stated values of stocks without par value.

Line
No.

Name of Account and
Description of ltem

(@)

(b)

Number
of Shares
(c)

Amount

(d)

Accounts 202, 203, 205, 206, and 212

Accounts 207 - Premium $15 per Share on Capital Stock in 1955

62,419

936,287

Accounts 207 - Premium $17 per Share on Capital Stock in 1957

104,000

1,768,003

Accounts 207 - Premium $38 per Share on Capital Stock in 1961

69,333

2,634,656

Accounts 207 - Premium $135 per Share on Capital Stock in 1992

100,000

13,500,000
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335,752

18,838,946
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Other Paid-In Capital (Accounts 208-211)

such change.

related.

with the balance sheet, page 112. Explain changes made in an

1. Report below the balance at the end of the year and the information specified below for the respective other paid-in capital
accounts. Provide a subheading for each account and show a total for the account, as well as a total of all accounts for reconciliation
y account during the year and give the accounting entries effecting

(a) Donations Received from Stockholders (Account 208) - State amount and briefly explain the origin and purpose of each donation.

(b} Reduction in Par or Stated Value of Capital Stock (Account 209) - State amount and briefly explain the capital changes that gave
rise to amounts reported under this caption including identification with the class and series of stock to which related.

(c) Gain or Resale or Gancelfation of Reacquired Capital Stock (Account 210) - Report balance at beginning of year, credits, debits,
and balance at end of year with a designation of the nature of each credit and debit identified by the class and series of stock to which

(d) Miscellaneous Paid-In Capital (Account 211) - Classify amounts included in this account according to captions that, together with
brief explanations, disclose the general nature of the transactions that gave rise to the reported amounts.

Line
No.

Iltem
(a)

Amount

(b)

Account 208 Donations Received from Stockholders

Balance - Beginning of Year

148,811,383

Subtotal Balance - End of Year

148,811,383

Nl =

10 } Account 211 - Miscellaneous Paid-In Capital

11 | Balance - Beginning of Year

{ 156,194)

12 [ Equity Infusion

13 | Subtotal Balance - End of Year {Sharesaver)

40 | Total

163,655,189
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FOOTNOTE DATA

[Schedule Page: 253 Line No.: 12 Column: b
Equity infusion of $15M from Parent.
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Securities Issued or Assumed and Securities Refunded or Retired During the Year

1. Furnish a supplemental statement briefly describing security financing and refinancing transactions during the year and the accounting for
the securities, discounts, premiums, expenses, and related gains or losses. Identify as to Commission authorization numbers and dates.

2. Provide details showing the full accounting for the total principal amount, par value, or stated value of each class and series of security
issued, assumed, retired, or refunded and the accounting for premiums, discounts, expenses, and gains or losses relating to the securities. Set
forth the facts of the accounting clearly with regard to redemption premiums, unamortized discounts, expenses, and gain or losses relating to
securities retired or refunded, including the accounting for such amounts carried in the respondent's accounts at the date of the refunding or
refinancing transactions with respect to securities previously refunded or retired.

3. Include in the identification of each class and series of security, as appropriate, the interest or dividend rate, nominal date of issuance,
maturity date, aggregate principal amount, par value or stated value, and number of shares. Give also the issuance of redemption price and
name of the principal underwriting firm through which the security transactions were consummated.

4. Where the accounting for amounts relating to securities refunded or retired is other than that specified in General Instruction 17 of the
Uniform System of Accounts, cite the Commission authorization for the different accounting and state the accounting method.

5. For securities assumed, give the name of the company for which the liability on the securities was assumed as well as details of the
transactions whereby the respondent undertook to pay obligations of another company. If any unamortized discount, premiums, expenses, and
gains or losses were taken over onto the respondent's books, furnish details of these amounts with amounts relating to refunded securities
clearly earmarked.

Issuances:

$30M Debentures 3.35% due 09/15/2029
Unamortized Expenses: $124,475
Unamortized Discount: $0

Unamortized Premium: $0

$30M Debentures 4.11% due 09/15/2047
Unamortized Expenses: $124,475
Unamortized Discount: $0

Unamortized Premium: $0

$30M Debentures 4.26% due 09/15/2057
Unamortized Expenses: $124,475
Unamortized Discount: $0

Unamortized Premium: $0

FERC FORM NO. 2 (12-96) 255.1




KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 2

Name of Respondent
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Long-Term Debt (Accounts 221, 222, 223, and 224)

1. Report by Balance Sheet Account the details concemning long-term debt included in Account 221, Bonds, 222, Reacquired Bonds, 223, Advances from Associated Companies, and
224, Other Long-Term Debt.

2. For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the bonds.

3. For Advances from Associated Companies, report separately advances on notes and advances on open accounts. Designate demand notes as such. Include in column (a) names
of associated companies from which advances were received.

4. Forreceivers' certificates, show in column (a) the name of the court and date of court order under which such certificates were issued.

Class and Series of Obligation and Nominal Date Date of Outstanding
Line Name of Stock Exchange of Issue Maturity (Total amount
No. outstanding without
reduction for amts
held by respondent)
(a) {b) {c) (d)
1 ACCOUNT 221 - NONE
2
3 INTERCOMPANY MONEYPOOL NOTES PAYABLE- LONG TERM 12/15/2014 03/16/2022 25,000,000
4
5 SUBTOTAL ACCOUNT 222 & 223 25,000,000
6
7 ACCOUNT 224
8 UNSECURED DEBENTURES 6.20% SERIES B DUE IN 2036 03/07/2006 03/10/2036 65,000,000
9 POLLUTION CONTROL REFUNDING BONDS 2008 SERIES A DUE IN 2027 12/11/2008 08/01/2027 50,000,000
10 | POLLUTION CONTROL REFUNDING BONDS 2010 SERIES B DUE IN 2027 11/24/2010 08/01/2027 26,720,000
11 UNSECURED DEBENTURES 4.65% SERIES DUE IN 2019 09/22/2009 10/01/2019 100,000,000
12 | UNSECURED DEBENTURES 3.42% SERIES A DUE IN 2026 01/05/2016 01/15/2026 45,000,000
13 [ UNSECURED DEBENTURES 4.45% SERIES A DUE IN 2046 01/05/2016 01/15/2046 50,000,000
14 | UNSECURED DEBENTURES 3.35% SERIES DUE IN 2029 09/07/2017 09/15/2028 30,000,000
15 | UNSECURED DEBENTURES 4.11% SERIES DUE IN 2047 09/07/2017 09/15/2047 30,000,000
16 | UNSECURED DEBENTURES 4.26% SERIES DUE IN 2057 09/07/2017 09/15/2057 30,000,000
17
18 | SUBTOTAL ACCOUNT 224 426,720,000
19
20
21
22
23
24
25
26
27
28
29
30
3
32
3
34
35
36
37
38
39

FERC FORM NO. 2 (12-96)

256

of 149



KyPSC Case No. 2018-00261
FR 16(7)(k) Attachment - FERC Form 2

Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) []A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period of Bapér?
End of 2017/Q4

I of 149

Long-Term Debt (Accounts 221, 222, 223, and 224)

5. In a supplemental statement, give explanatory details for Accounts 223 and 224 of net changes during the year. With respect to long-term advances, show for each company: (a)
principal advanced during year (b) interest added to principal amount, and (c) principal repaid during year. Give Commission autharization numbers and dates.

6. if the respondent has pledged any of its long-term debt securities, give particulars (details) in a footnote, including name
of the pledgee and purpose of the pledge.

7. If the respondent has any long-term securities that have been nominally issued and are nominally outstanding at end of year, describe such securities in a footnote.

8. If interest expense was incurred during the year on any obligations retired or reacquired before end of year, include such interest expense in column (f). Explain in a footnote any
difference befween the totat of column (f) and the total Account 427, Interest on Long-Term Debt and Account 430, Interest on Debt to Associated Companies.

9. Give details concerning any long-term debt authorized by a regulatory commission but not yet issued.

Interest for

. Year
Line

No. Rate

(in %)
()

Interest for
Year

Amount

Ul

Held by
Respondent

Reacquired Bonds
(Acct 222)
@

Held by
Respondent

Sinking and
Other Funds
()

Redemption Price
per $100 at
End of Year

453,674

453,674

wlof~N|lo|lo]|a|lwin] -

6.200

4,030,000

770,352

4650

290,791

4,650,000

3.420

1,539,000

0.50

4.450

2,225,000

0.50

3.350

318,250

0.50

4110

390,450

0.50

4.260

404,700

0.50

14,618,543

15,072,217
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FOOTNOTE DATA

\Schedule Page: 256 Line No.: 20 _Column: a |
On December 16, 2016 the Kentucky PSC approved Duke Energy Kentucky's long-term financing application authorizing
the issuance of up to $200 million of secured and/or unsecured notes, and $76.72 million of tax-exempt private activity
bonds to refund existing tax exempt bonds. Authorization expires 12/31/2018.

[Schedule Page: 256 Line No.: 3 Column: e B
The interest rate varies on this bond. The interest rate is as of December 31, 2017.
|Schedule Page: 256 Line No.: 10 Column: e ]

The interest rate varies on this bond. The interest rate is as of December 31, 2017.

|Schedule Page: 256 Line No.:9 Column: e \
The interest rate varies on this bond. The interest rate is as of December 31, 2017.

\Schedule Page: 256 Line No.:9 Column: i |
This PCB is redeemable at par ($100) and is not subject to the redemption calculation.

[Schedule Page: 256 Line No.: 10 Column: i |
This PCB is redeemable at par ($100) and is not subject to the redemption calculation.

[Schedule Page: 256 Line No.: 8 Column: i |
Footnote for Lines 8,11,12,13,14,15,16 Column i:

Redemption price of the Debenture is based on the present value of the future interest and principal payments discounted
at a rate equal to the yield of US government securities with a maturity similar to the Debenture plus a certain spread. This
spread is presented in Column (i) and is shown as basis points in percentages. The calculated redemption price can

never be less than $100.
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Unamortized Debt Expense, Premium and Discount on Long-Term Debt (Accounts 181, 225, 226)

1. Report under separate subheadings for Unamortized Debt Expense, Unamortized Premium on Long-Term Debt and Unamortized Discount on Long-Term Debt, details of expense,
premium or discount applicable to each class and series of long-term debt.

2. Show premium amounts by enclosing the figures in parentheses.

3. In column (b) show the principal amount of bonds or other long-term debt originally issued.

4. In column (c) show the expense, premium or discount with respect to the amount of bonds or other long-term debt originally issued.

Designation of Principal Amount Total Expense Amortization Amortization

Line Long-Term Debt of Debt Issued Pre.mium or Period Period

No. Discount

Date From Date To
(@ (b) () (d) (e)

1 UNAMORTIZED EXPENSE:

2

3 454,094 111872011 03/16/2022
4

5 {UNSECURED DEBENTURES 6.20% SERIES B DUE IN 2036 65,000,000 653,550 03/10/2006 03/10/2036
6 |UNSECURED DEBENTURES 4.650% SERIES DUE IN 2019 100,000,000 756,468 09/22/2009 10/01/2019
7 |POLLUTION CONTROL BONDS 2010 SERIES B DUE IN 2027 26,720,000 939,966 11124/2010 08/01/2027
8 |POLLUTION CONTROL BONDS 2008 SERIES A DUE IN 2027 50,000,000 691,754 12/03/2008 08/01/2027
9 |UNSECURED DEBENTURES 3.42% SERIES A DUE IN 2026 45,000,000 220,191 01/05/2016 01/15/2026
10 |UNSECURED DEBENTURES 4.45% SERIES A DUE IN 2046 50,000,000 247,535 01/05/2016 01/15/2046
11 JUNSECURED DEBENTURES 3.35% SERIES DUE IN 2029 30,000,000 124,475 09/07/2017 09/15/2029
12 |UNSECURED DEBENTURES 4.11% SERIES DUE IN 2047 30,000,000 124,475 09/07/2017 09/15/2047
13 |UNSECURED DEBENTURES 4.26% SERIES DUE IN 2057 30,000,000 124,475 08/07/2017 09/15/2057
14

15 |TOTAL ACCOUNT 181 426,720,000 4,336,983

16

17

18 UNAMORTIZED PREMIUM ON LONG-TERM DEBT:

19

20 |TOTAL ACCOUNT 225- NONE

21

22

23 UNAMORTIZED DISCOUNT ON LONG-TERM DEBT:

24

25 JUNSECURED DEBENTURES 6.20% SERIES B DUE IN 2036 65,000,000 367,900 03/10/2006 03/10/2036
26 |UNSECURED DEBENTURES 4.650% SERIES DUE IN 2019 100,000,000 374,000 09/22/2009 10/01/2019
27
28 |TOTAL ACCOUNT 226 165,000,000 741,900
29
30
31

32

33

34
35
36
37
38
39
40
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Unamortized Debt Expense, Premium and Discount on Long-Term Debt (Accounts 181, 225, 226)

Debt-Credit.

5. Furnish in a footnote details regarding the treatment of unamortized debt expense, premium or discount associated with issues redeemed during the year. Also, give in a footnote
the date of the Commission's authorization of treatment other than as specified by the Uniform System of Accounts.
6. Identify separately undisposed amounts applicable to issues which were redeemed in prior years.
7. Explain any debits and credits other than amortization debited to Account 428, Amortization of Debt Discount and Expense, or credited to Account 429, Amortization of Premium on

Balance at
Beginning

Line of Year

No.
U]

Debits During
Year

(@

Credits During

Year

(h)

Balance at
End of Year

)

249,972

198,019

84,966

363,025

418,100

21,785

396,315

115,896

42,144

73,752

238,637

33,083

205,554

224,287

23,616

22,999

224,904

||yl &l Wi =

248,298

13,756

70,640

191,414

—
o

241,439

15,512

8,360

248,591

jure

126,857

3,219

123,578

126,857

1,313

125,544

126,856

985

125,871

15 1,736,629

631,473

289,554

2,078,548

25 235,356

12,263

223,093

26 102,592

37,307

65,285

28 337,948

49,570

288,378
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Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

[Schedule Page: 258 Line No.:4 Column: a |
In March 2017, Duke Energy amended its Master Credit Facility to increase its capacity from $7.5 billion to $8 billion, and
to extend the termination date of the facility from January 30, 2020, to March 16, 2022. The amendment also added
Piedmont as a borrower within the Master Credit Facility. Piedmont's separate $850 million credit facility was terminated in
connection with the amendment. With the amendment, Duke Energy Registrants, excluding Progress Energy (Parent),
have borrowing capacity under the Master Credit Facility up to specified sublimits for each borrower.

Duke Energy Kentucky has a $150 million borrowing limit as of December 31, 2017.

[ FERC FORM NO. 2 (12-96) Page 552.1 B
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Unamortized Loss and Gain on Reacquired Debt (Accounts 189, 257)

1. Report under separate subheadings for Unamortized Loss and Unamortized Gain on Reacquired Debt, details of gain and loss,
including maturity date, on reacquisition applicable to each class and series of long-term debt. If gain or loss resulted from a refunding
transaction, include also the maturity date of the new issue.

2. In column (c) show the principal amount of bonds or other long-term debt reacquired.

3. In column (d) show the net gain or net loss realized on each debt reacquisition as computed in accordance with General Instruction
17 of the Uniform Systems of Accounts.

4. Show loss amounts by enclosing the figures in parentheses.

5. Explain in a footnote any debits and credits other than amortization debited to Account 428.1, Amortization of Loss on Reacquired
Debt, or credited to Account 429.1, Amortization of Gain on Reacquired Debt-Credit.

Line Designation of Date Principal Net Gain or Balance at Balance at

No Long-Term Debt Reacquired of Debt Loss Beginning End of Year

’ Reacquired of Year
(a) (b) () (d) (e) 0

10-1/4% SERIES 06/01/1995 15,000,000 ( 925479) (1347193 (94917

9.7% SERIES 09/01/1995 20,000,000 { 1,596,748) ( 167,490) {  100,494)

10-1/4% SERIES 02/15/1996 15,000,000 (917,675 ( 145,128) ( 107,648)

7.65 SERIES 04/06/2006 15,000,000 ( 1,230,503) ( 545,956) ( 482019)
5.5% SERIES 09/01/2006 48,000,000 ( 669,996) ( 270,576) ( 231,922)
6.5% SERIES 09/01/2006 12,720,663 ( 73931) ( 26,794) ( 22231)
2006A SERIES 12/26/2008 50,000,000 ( 289,319) ( 164,769) { 149,201)

NN} =

w

Y
o

Y
—y

TOTAL 189 175,720,663 { 5703,651) ( 1,454,906) (1,188,432

e
N

TOTAL 257

e
w

jury
S

jury
(5]

Y
[+]

17

FERC FORM NO. 2 (12-96) Page 260



KyPSC Case No. 2018-00261

FR 16(7)(k) Attachment - FERC Form 2

Name of Respondent

Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) []A Resubmission

Date of Report -
(Mo, Da, Yr}

04/12/2018

Year/Period of PRgRHY of 149
End of 2017/Q4

Reconciliation of Reported Net Income with Taxable Income for Feder Income Taxes

1. Report the reconciliation of reported net income for the year with taxable income used in computing Federal Income Tax accruals
and show computation of such tax accruals. Include in the reconciliation, as far as practicable, the same detail as furnished on
Schedule M-1 of the tax return for the year. Submit a reconciliation even though there is no taxable income for the year. Indicate

clearly the nature of each reconciling amount.

2. If the utility is a member of a group that files consolidated Federal tax return, reconcile reported net income with taxable net income
as if a separate return were to be filed, indicating, however, intercompany amounts to be eliminated in such a consolidated return. State
names of group members, tax assigned to each group member, and basis of allocation, assignments, or sharing of the consolidated tax

among the group members.

Line Details Amount

No. (@ {v)

1 Net Income for the Year (Page 116) 59,398,930
2 | Reconciling ltems for the Year

3

4 | Taxable Income Not Reported on Books

5 ] Contributions in Aid of Construction 68,165
6

7

8 |TOTAL 68,165
9 | Deductions Recorded on Books Not Deducted for Return

10 | Federal and State Income Tax Deducted for Books 1,161,108)
11 | Other Deductions Recorded on Books Not Deducted for Return

12

13 | TOTAL 102,074,728
14 | Income Recorded on Books Not Included in Return

15 | Allowance for Funds Used During Construction 4,658,166
16

17

18 | TOTAL 4,658,166
19 | Deductions on Return Not Charged Against Book Income

20 | Deductions on Return Not Charged Against Book income

21

22

23

24

25

26 | TOTAL 192,603,189
27 | Federal Tax Net Income { 35,719,532)
28 | Show Computation of Tax:

29 | Provision for Federal Income Tax @ 35% { 12,501,836}
30 | True Up Entries 2,526,314
31 |NOLs ( 3,609,315)
32 | Other Benefits 142,965
33

34 | Total Federal Income Tax Provision { 13,441,872)
35
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FOOTNOTE DATA

|Schedule Page: 261 Line No.: 11 Column: b

Book Depreciation/Amortization

Reg Asset - Accr Pension FAS 158 - FAS 87 Qual
Adjustment To Book Depreciation

Reg Asset - Accr Pension FAS 158 — FAS 106/112
Asset Retirement Obligation

Tax Interest Capitalized

Asset Retirement Costs - Coal Ash

Unbilled Revenue - Fuel

Impairment of Plant Assets

Other

47,666,813
22,515,608
8,878,680
6,593,562
6,018,830
2,498,533
2,284,895
1,847,679
1,190,000
3,741,236

103,235,836

|Schedule Page: 261 Line No.: 20 Column: b

Tax Depreciation/Amortization

Reg Asset - Pension Post Retirement PAA-FAS 87 Qual and Oth

Regulatory Asset - Deferred Plant Costs
Equipment Repairs - Annual Adj

T & D Repairs - Annual Adj.

Reg Asset/Liab Def Revenue

ARO Regulatory Asset - Coal Ash

ARO Regulatory Asset

Tax Gains/Losses

Asset Retirement Obligation - Coal Ash

Reg Asset - Transition from MISO to PJM

Reg Asset — Pension Post Retirement PAA-FAS 106 and Oth
Retirement Plan Expense - Underfunded

Asset Retirement Costs - ARO

Reg Asset - Accr Pension FAS 158 - FAS 87 NQ
Other

79,291,005
24,680,956
19,304,977
17,000,000
13,000,000
5,780,245
5,308,593
4,778,786
4,400,000
4,259,409
3,086,364
2,330,194
1,537,936
1,240,045
1,172,016
5,432,663

192,603,189

[FERC FORM NO. 2 (12-96) Page 552.1
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Taxes Accrued, Prepaid and Charged During Year, Distribution of Taxes Charged (Show utility dept where applicable and acct charged)

balancing of this

page is not affected by the inclusion of these taxes.
3. Include in column (d) taxes charged during the year, taxes charged to operations and other accounts through (a} accruals credited to taxes accrued, {b) amounts credited to the
portion of prepaid taxes charged to current year, and (c) taxes paid and charged direct to operations or accounts other than accrued and prepaid tax accounts.
4. List the aggregate of each kind of tax in such manner that the fotal tax for each State and subdivision can readily be ascertained.

1. Give details of the combined prepaid and accrued tax accounts and show the total taxes charged to operations and other accounts during the year. Do not include gasoline and
other sales taxes which have been charged to the accounts to which the taxed material was charged. If the actual or estimated amounts of such taxes are known, show the amounts in a
footnote and designate whether estimated or actual amounts.

2. Include on this page, taxes paid during the year and charged direct to final accounts, (not charged fo prepaid or accrued taxes). Enter the amounts in both columns (d) and (e). The

Line
No.

Kind of Tax
(See Instruction 5)

(a)

Balance at
Beg. of Year

Taxes Accrued
(v

Balance at
Beg. of Year

Prepaid Taxes

c)

FEDERAL TAXES:

INCOME

1,604,407

FUEL TAXES

FEDERAL INSURANCE

64,654

UNEMPLOYMENT

428

STATE TAXES:

S |efe|Nlo|alatvn]~

12 | INCOME

( 1,208,913)

13 | UNEMPLOYMENT

( 2,140)

14 | PROPERTY

1,750,000

15 | SALES & USE TAX

196,842

16 | FRANCHISE

20 | OTHER:

22 | PROPERTY

8,697,690

TOTAL

11,102,968
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Taxes Accrued, Prepaid and Charged During Year, Distribution of Taxes Charged (Show utility dept where applicable and acct charged)

(continued)

5. If any tax (exclude Federal and State income taxes) covers more than one year, show the required information separately for each tax year, identifying the year in column (a).

6. Enter all adjustments of the accrued and prepaid tax accounts in column (f) and explain each adjustment in a footnote. Designate debit adjustments by parentheses.

7. Do not include on this page entries with respect o deferred income taxes or taxes collected through payroll deductions or otherwise pending transmittal of such taxes to the taxing
authority.

8. Show in columns (i) thru (p) how the taxes accounts were distributed. Show both the utility department and number of account charged. For taxes charged to utility plant, show the
number of the appropriate balance sheet plant account or subaccount.

9. For any tax apportioned to more than one utility department or account, state in a footnote the basis {necessity) of apportioning such tax.

10. Items under $250,000 may be grouped.

11. Report in column (q) the applicable effective state income tax rate.

Line
No.

Taxes Charged
During Year

{

Taxes Paid
During Year

e)

Adjustments

U]

Balance at
End of Year
Taxes Accrued
(Account 236)
]

Balance at
End of Year
Prepaid Taxes
(Included in Acct 165)
(h)

(13,441,872

{ 13,191,825)

1,262,344

2,616,704

793

793

2,481,263

2,481,334

64,583

10,193

10,339

282

Z|a|e|e|v]|ojo|a]w|v] =

-
N

{  86,604)

{  2,576,780)

1,281,263

-
w

17,585

14,951

494

—
.

1,955,725

1,783,470

( 3269)

1,918,994

—
o

153,649

( 283,098)

633,589

=
o

45

45

—_
~

—
=3

—
w

]
(=)

&3
—-

Ined
o

9,720,166

8,864,038

( 16,207)

9,537,610

o
w

[
S

N
o

[
(>33

o
3

[ %3
(==

Y
0w

>
o

w
=

(553
%3

(9%
w

w
~

(o
paz

(95
(=2

w
=

w
©

w
<©

TOTAL

810,943

{  2,896,732)

1,242,876

16,053,519
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Taxes Accrued, Prepaid and Charged During Year, Distribution of Taxes Charged (Show utility dept where applicable and acct charged)

1. Give details of the combined prepaid and accrued tax accounts and show the total taxes charged 1o operations and other accounts during the year. Do not include gasoline and
other sales taxes which have been charged to the accounts to which the taxed material was charged. If the actual or estimated amounts of such taxes are known, show the amounts in a
footnote and designate whether estimated or actual amounts.

2. Include on this page, taxes paid during the year and charged direct to final accounts, (not charged 1o prepaid or accrued taxes). Enter the amounts in both columns (d) and (¢). The
balancing of this
page is not affected by the inclusion of these taxes.

3. Include in column (d) taxes charged during the year, taxes charged to operations and other accounts through (a) accruals credited to taxes accrued, {b) amounts credited to the
portion of prepaid taxes charged to current year, and (c) taxes paid and charged direct to operations or accounts other than accrued and prepaid tax accounts.

4, List the aggregate of each kind of tax in such manner that the total tax for each State and subdivision can readily be ascertained.

DISTRIBUTION OF TAXES CHARGED (Show utility department where applicable and account charged.)

Electric Gas Other Utility Dept. Other Income and
Line (Account 408.1, {Account 408.1, {Account 408.1, Deductions
No. 409.1) 409.1) 409.1) (Account 408.2,
409.2)

) (} ) (

( 7,634,080) { 7,656,112) 1,848,320

592 201

1,877,672 603,591

7,507 2,686

wlo|~N|o|o|a|lw|n]—

12 520,667 (  896,836) 289,565

13 | 12,941 4,644

14 1,485,231 460,494

15 31.917 4,557 117,175

16 34 11

22 7,431,462 2,288,704

TOTAL 3,743,943 ( 5,188,060) 2,255,060
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(1) An Original 0, Da, Yr,
Duke Energy Kentucky, Inc. (2) [ JA Resubmission 04/12/2018 End of 2017/Q4

(continued)

Taxes Accrued, Prepaid and Charged During Year, Distribution of Taxes Charged (Show utility dept where applicable and acct charged)

authority.
number of the appropriate balance sheet piant account or subaccount.

10. ltems under $250,000 may be grouped.
11. Report in column (q) the applicable effective state income tax rate.

5. If any tax (exclude Federal and State income taxes) covers more than one year, show the required information separately for each tax year, identifying the year in column (a).
6. Enter all adjustments of the accrued and prepaid tax accounts in column (f) and explain each adjustment in a footnote. Designate debit adjustments by parentheses.
7. Do notinclude on this page entries with respect to deferred income taxes or taxes collected through payroll deductions or otherwise pending transmittal of such taxes to the taxing

8. Show in columns (i) thru {p) how the taxes accounts were distributed. Show both the utility depariment and number of account charged. For taxes charged to utility plant, show the

9. For any tax apportioned to more than one utility department or account, state in a footnote the basis (necessity) of apportioning such tax.

DISTRIBUTION OF TAXES CHARGED {Show utility department where applicable and account charged.)

Extraordinary Items Other Utility Opn.
Line {Account 409.3) Income

No. (Account 408.1,
409.1)

(m) (n)

Adjustment to Ret.
Eamings
{Account 439)

(0)

Other

State/Local
Income Tax
Rate

(@

[T=3 N3 IENE N 0 K& Q- FOLY DG P

e

TOTAL
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Miscellaneous Current and Accrued Liabilities (Account 242)

1. Describe and report the amount of other current and accrued liabilities at the end of year.
2. Minor itemns (less than $250,000) may be grouped under appropriate title.

Line Item Balance at
No. End of Year
(a) (b}

Vacation Entitiement Reserve 1,646,312
Accrued Payable - Other 1,511,899
Ratepayer Sharing Provisions 1,405,258
MISO MTEP - Short Term Accrual 1,056,745
Retirement Bank Accrual 908,320
Wages Payable 808,000
Provision for Incentive Ben Prog 675,281
FAS 158 Current Liabilities 256,472
9 | Native Deferred MTM Liability 33,317
10 | Retirement Savings Plan Accrual 29,122

o|N|jo|los|wIN] =

11 | Severance Reserve/Accrual 13,475

8,344,201
45 | Total
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Duke Energy Kentucky, Inc.

This Report Is:

(1) An Original
(2) []A Resubmission

Date of Report
(Mo, Da, Y1)

04/12/2018

End of 2017/Q4

Year/Period oi’mﬁﬂf

Other Deferred Credits (Account 253)

1. Report below the details called for conceming other deferred credits.
2. Forany deferred credit being amortized, show the period of amortization.
3. Minor items (less than $250,000) may be grouped by classes.

Line
No.

Description of Other
Deferred Credits
(@)

Balance at
Beginning
of Year

(®)

Debit
Contra
Account

{c}

Debit

Amount
(d

Credits

{e)

Balance at
End of Year

U]

MISO MTEP Accrual

18,287,428

146,

561

3,

763,122

785,013 15,309,319

MGP Reserve

670,000

148,

228

194,036

194,036 670,000

Gas Refunds

354,896

191,

431

1,

175,849

396,840 ( 424113)

FTR MTM gains/losses

440,056

175

155,040

285,016

oiNj{o|lols~|lw]p] =

©0

Deferred Revenue - Outdoor Lighting

128,637

Various

144,246

165,899 150,290

-
(=)

-
p—y

Merger - Related Donation Accrual

165,000

146,

, 232

165,000

Y
n

-
w

Sch M Tax and S/L for Surplus

32

514

32

—
-

Mat'Ls

-
o

-
=]

Misc Deferred Credits and Other

146

33,864

33,864

-
~

-
©
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©0
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Total

5,631,189

1,575,652

15,990,512
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Accumulated Deferred Income Taxes-Other Property (Account 282)

1. Report the information called for below conceming the respondent's accounting for deferred income taxes relating to property not subject to accelerated amortization.
2. At Other (Specify), include deferrals relating to other income and deductions.

i Balance at Amounts Amounts
Lr:;e Account Subdivisions Beginning Debited to Credited to

' of Year Account 410.1 Account 411.1

(@) (b) {c) (d}

2 Electric 189,199,531 34,677,087 29,261,257
3 Gas 77,796,496 21,622,555 5.827,745
4 Other (Define) (footnote details)
5 Total (Enter Total of lines 2 thru 4) 266,996,027 56,299,642 35,089,002
6 Other - Non-Utility 51,881,082
7 TOTAL Account 282 (Enter Total of lines 5 thr 318,877,109 56,299,642 35,089,002
8 Classification of TOTAL
9 Federal Income Tax 281,901,253 48,552,464 28,709,020
10 | State Income Tax 36,975,856 7,747,178 6,379,982
1 Local income Tax
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An Original o, Da, YT,
Duke Energy Kentucky, Inc. []A Resubmission 04/12/2018 End of 2017/Q4

Accumulated Deferred Income Taxes-Other Property (Account 282) (continued)

3. Provide in a footnote a summary of the type and amount of deferred income taxes reported in the beginning-of-year and end-of-year balances for deferred income taxes that the
respondent estimates could be included in the development of jurisdictional recourse rates.

Changes during Changes during Adjustments Adjustments Adjustments Adjustments
) Year Year Balance at
Line Amounts Debited Amounts Credited Debits Debits Credits Credits End of Year
No. to Account 410.2 to Account 411.2 Acct. No. Amount Account No. Amount
(e) {0 @ (h) 0] ) (k)

|1

|2 421,073 BSO 65,378,467 129,657,967
3 79,251 BSO 32,791,935 60,878,622
4
5 500,324 98,170,402 190,536,589
6 24,991,931 BSO ( 1,233,136) 28,122,287
7 500,324 24,991,931 96,937,266 218,658,876
8

I's 430,815 24,475,645 98,983,803 178,716,064
10 69,509 516,286 ( 2,046,537) 39,942,812
1

of 149
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
{2) []A Resubmission

Date of Report
(Mo, Da, Yr}

04/12/2018

Year/Period o488tV
End of 2017/Q4

Accumulated Deferred Income Taxes-Other (Account 283)

1. Report the information called for below concerning the respondent's accounting for deferred income taxes relating to amounts recorded in Account 283.
2. At Other (Specify), include deferrals relating to other income and deductions,

Changes During Year Changes During Year
. Balance at Amounts Amounts
L'llr:)e Account Subdivisions Beginning Debited to Credited to
’ of Year Account 410.1 Account 411.1
() (b) (¢} (d)
1 Account 283
2 Electric 19,381,034 21,930,040 8,630,710
3 Gas 5,232,389 3,052,378 2,521,257
4 Other (Define) (footnote details)
5 Total (Total of lines 2 thru 4) 24,613,423 24,982,418 11,151,967
6 Other - Non-Utility ( 32,916)
7 TOTAL Account 283 (Total of lines 5 thru 24,580,507 24,982,418 11,151,967
8 Classification of TOTAL
9 Federal Income Tax 21,156,368 21,272,952 9,429,100
10 | State Income Tax 3,424,139 3,709,466 1,722,867
1 Local Income Tax
FERC FORM NO. 2/3Q (REV 12-07) Page 276
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of 149

Accumuiated Deferred Income Taxes-Other (Account 283) (continued)

3. Provide in a footnote a summary of the type and amount of deferred income taxes reported in the beginning-of-year and end-of-year balances for deferred income taxes that the
respondent estimates could be included in the development of jurisdictional recourse rates.

Changes during Changes during Adjustments Adjustments Adjustments Adjustments
. Year Year Balance at
'-'llle Amounts Debited Amounts Credited Debits Debits Credits Credits End of Year
: to Account 410.2 fo Account 411.2 Acct. No. Amount Account No. Amount
(e) U] @ () 0] { (k)
1
|2 10,898,014 21,782,350
3 BSO 1,901,037 3,862,473
4
5 12,799,051 25,644,823
6 BSO 40,726 | BSO 2,690 5,120
7 40,726 12,801,741 25,649,943
B
B 35,069 12,816,674 20,218,615
10 5,657 { 14,933) 5,431,328
11
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Name of Respondent This Report Is!

1) An Original
Duke Energy Kentucky, Inc. (
gy Kentucky, Inc (2) []A Resubmission

Other Regulatory Liabilities (Account 254)

1. Report below the details called for conceming other regulatory liabilities which are created through the ratemaking actions of regulatory agencies (and not
includable in other amounts),

2. Forregulatory liabilities being amortized, show period of amartization in column (a).
3. Minor items (5% of the Balance at End of Year for Account 254 or amounts less than $250,000, whichever is less) may be grouped by classes.

4. Provide in a footnote, for each line item, the regulatory citation where the respondent was directed to refund the regulatory liability (e.9. Commission Order, state
commission order, court decision).

Date of Report
(Mo, Da, Y1)

04/12/2018

Year/Period of Repord]
End of 2017/Q4

Line
No.

Description and Purpose of
Other Regulatory Liabilities
(a)

Balance at
Beginning of
Current
Quarter/Year

Wiritten off during
Quarter/Period
Account
Credited

Written off
During Period
Amount
Refunded

Written off
During Period
Amount Deemed
Non-Refundable

Credits

Ul

Balance at
End of Current
Quarter/Year

@

o) ) {d) )
436,404 Various 7,973,085

|

INCOME TAXES 8,814,178 1,277,495

PENSION COSTS 5,549,676 228.3, 146 1,244,559 527,536 4,832,653

REG LIAB-EXCESS FED ADIT 133,277,803 133,277,803

[« A RN [0 [} FoNg [0 [ VR E

45 || Total 5,986,078 9,217,644 [} 142,619,517 139,387,951
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(1) [X]An Original o, Da, YT,
Duke Energy Kentucky, Inc. (@ [JA Resubmission 04/12/2018 End of 2017/Q4

D of 149

Monthly Quantity & Revenue Data by Rate Schedule

1. Reference to account numbers in the USofA is provided in parentheses beside applicable data. Quantities must not be adjusted for discounts.
2, Total Quantities and Revenues in whole numbers

3. Report revenues and quantities of gas by rate schedule. Where transportation services are bundled with storage services, reflect only transportation Dth. When reporting storage, report
Dth of gas withdrawn from storage and revenues by rate schedule.

4. Revenues in Column (c) include transition costs from upstream pipelines. Revenue (Other} in Column (g} includes reservation charges received by the pipeline plus usage charges, less
revenues reflected in Columns (¢} and (d). Include in Column (e}, revenue for Accounts 490-495,
5. Enter footnotes as appropriate.

Line
No.

ltem

(a)

Month 1
Quantity

(b)

Month 1
Revenue Costs
and
Take-or-Pay
(c)

Month 1
Revenue
(GRI & ACA)

(d)

Month 1
Revenue
(Other)

(€)

Month 1
Revenue
(Total)

f

[Total Sales (480-488)

[Transportation of Gas for Others (489.2 and 489..3)

Rate Case #PR08-27

416,451

4,626,385 4,626,385

43,506) 43,506

Rate FT

217,435

391,829 391,829

Rate IT

154,766

142,058 142,058,
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Name of Respondent

Duke Energy Kentucky, Inc.

This Report Is:

(1) An Original
{2) []A Resubmission

Date of Report
{Mo, Da, Yr)

04/12/2018

Year/Period of R
End of 2017/Q4

Monthly Quantity & Revenue Data by Rate Schedule

1. Reference to account numbers in the USofA is provided in parentheses beside applicable data. Quantities must not be adjusted for discounts.
2, Total Quantities and Revenues in whole numbers

3. Report revenues and quantities of gas by rate schedule. Where transportation services are bundled with storage services, reflect only transportation Dth. When reporting storage,

report Dth of gas withdrawn from storage and revenues by rate schedule.

4. Revenues in Column (c) include transition costs from upstream pipelines. Revenue (Other} in Column (e) includes reservation charges received by the pipeline plus usage charges

less revenues reflected in Columns (¢} and (d). Include in Column (g}, revenue for Accounts 490-495,
5. Enter footnotes as appropriate.

Line
No.

Month 2
Quantity

(@

Month 2
Revenue Costs
and
Take-or-Pay
(h)

Month 2
Revenue
(GRI & ACA)

Ui

Month 2
Revenue
(Other)

()

Month 2
Revenue
(Totaly

&)

Month 3
Quantity

)

Month 3
Revenue Costs
and
Take-or-Pay
{m)

Month 3
Revenue
(GRI & ACA)

(n}

Month 3
Revenue
(Other)

(0)

Month 3
Revenue
(Total}

(p)

1,072,050

8,975,165

43,508

8,975,165

43,506

2,049,543

15,129,833

43,506

15,129,833

43,506

309,819

541,556

541,556

328,867,

553,839

553,839

161,706

148,348

148,348

151,292

139,934

139,934
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Name of Respondent This F{)e( D Zrt lcs): Rﬁte Bf R\e{p;ort Year/Period oPre@daAR of 149
1 n Origin o, La, ¥r
Duke Energy Kentucky, Inc. §2§ A Hesgbr:ilssion 04/12/2018 End of 2017/Q4
Monthly Quantity & Revenue Data by Rate Schedule (continued)
Item Month 1 Month 1 Month 1 Month 1 Month 1
Quantity Revenue Costs Revenue Revenue Revenue
Line and (GRI & ACA) (Other) (Total)
No. Take-or-Pay
(a) (b) (c) (d) (€) (N

48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63 [Total Transportation (Other than Gathering) 372,201 577,393 577,393

64 |Storage (489.4)

65
66

67

68
69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

85

86

87
88
89

90 [Total Storage
51 _[Gatherng (483.1 *
92 |Gathering-Firm

93 |Gathering-Interruptible
94 [Total Gathering (489.1)

95 [|Additional Revenues

96 |Products Sales and Extraction (490-492)
97 |Rents (493-494)

98 |Other Gas Revenues (495) 64 B84
99 |(Less) Provision for Rate Refunds
100 [Total Additional Revenues 64| 64|
101 {Total Operating Revenues (Total of Lines 1,63,90,94 & 100) 788,652 5,203,842 5,203,842
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Ori

(2) []A Resubmission

iginal

Date of Report

(Mo, Da, Yr)

04/12/2018

Year/Period oP R

End of 2017/Q4

Monthly Quantity & Revenue Data by Rate Schedule (continued)

Line
No.

Month 2
Quantity

@)

Month 2
Revenue Costs
and
Take-or-Pay
(h)

Month 2
Revenue
(GRI & ACA)

)

Month 2
Revenue
(Other)

0)

Month 2
Revenue
(Total)

(k)

Month 3
Quantity

Month 3
Revenue Costs
and
Take-or-Pay
(m)

Month 3
Revenue
(GRI & ACA)

(n)

Month 3
Revenue
(Other)

(©)

Month 3
Revenue
{Total)

(p)

48

49

50

51

52

53

54

55

56

57

58

59

60

61

62

63 471,525 733,410 733410 480,159, 737,279 737,279
Eﬁ
65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

81

82

83

84

85

86

87

88

89

90
|9
92

93

|94
195
96

97

98

572

572

218

219

99

]

100

572

572

218]

21

101

1,543,575

9,709,147,

9,709,147,

2,528,702

15,867,330

15,867,330
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Name of Respondent This Report [s: I(Dw?te Sf R$p)ort Year/Period ofRgsdH{# of 149
(1) An Original o, Da, YT,
Duke Energy Kentucky, Inc. (2) [JA Resubmission 04/12/2018 End of 2017/Q4

Gas Operating Revenues

1. Report below natural gas operating revenues for each prescribed account total. The amounts must be consistent with the detailed data on succeeding pages.
2. Revenues in columns (b) and (c) include transition costs from upstream pipelines.

3. Other Revenues in columns (f) and (g) include reservation charges received by the pipeline plus usage charges, less revenues reflected in columns (b) through (e). Include in
columns (f) and (g) revenues for Accounts 480-495.

Revenues for Revenues for Revenues for Revenues for
Transition Transition GRI and ACA GRI'and ACA
Costs and Costs and
Line Take-or-Pay Take-or-Pay
No.
Title of Account Amount for Amount for Amount for Amount for
Current Year Previous Year Current Year Previous Year
(@) (b} (©) ) ()
1 480 Residential Sales
2 481 Commercial and Industrial Sales
3 482 Other Sales to Public Authorities
4 483 Sales for Resale
5 484 Interdepartmental Sales
6 485 Intracompany Transfers
7 487 Forfeited Discounts
8 488 Miscellanecus Service Revenues
9 489.1 Revenues from Transportation of Gas of Others
Through Gathering Facilities
10 | 489.2 Revenues from Transportation of Gas of Others
Through Transmission Facilities
11 489.3 Revenues from Transportation of Gas of Others
Through Distribution Facilities
12 | 489.4 Revenues from Storing Gas of Others
13 | 490 Sales of Prod. Ext. from Natural Gas
14 | 491 Revenues from Natural Gas Proc. by Others
15 [ 492 Incidental Gasoline and Oif Sales
16 [ 493 Rent from Gas Property
17 | 494 Interdepartmental Rents
18 | 495 Other Gas Revenues
19 | Subtotal:
20 | 496 (Less) Provision for Rate Refunds
21 | TOTAL:
FERC FORM NO. 2 (REV 12-07) Page 300
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Name of Respondent This Report Is: El)v?te Bf Rsport Year/Period ot R88oHP of 149
Duke Energy Kentucky, Inc. 8 ﬁnR(:gStx)r::iISSion ( 821/12}20?8 Endof 2017/04
Gas Operating Revenues
4. If increases or decreases from previous year are not derived from previously reported figures, explain any inconsistencies in a footnote.
5. On Page 108, include information on major changes during the year, new service, and important rate increases or decreases.
8. Report the revenue from transportation services that are bundled with storage services as transportation service revenue.
Other Other Total Total Dekatherm of Dekatherm of
Revenues Revenues Operating Operating Natural Gas Natural Gas
Revenues Revenues
Line
No.
Amount for Amount for Amount for Amount for Amount for Amount for
Current Year Previous Year Current Year Previous Year Current Year Previous Year
U] () (h} (i) (0 (k)
1 61,825,680 62,214,654 61,825,680 62,214,654 5,751,960 5,889,555
2 23,056,885 21,689,871 23,056,885 21,689,871 3,155,100 3,176,300
3 2,300,905 2,135,670 2,300,905 2,135,670 350,988 354,047
4
5 27,474 9,411 27,474 9,411 4,549 1,873
6
7
8 600,263 552,436 600,263 552,436
9
10
522,072 522,072 522,072 522,072
1
5,829,497 5,884,561 5,829,497 5,884,561 4,037,069 4,058,298
12
13
14
15
16
17
18 1,438 1,193 1,438 1,193
19 94,164,214 93,009,868 94,164,214 93,009,868
20
21 94,164,214 93,009,868 94,164,214 93,009,868
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Duke Energy Kentucky, Inc.

This Report Is:
(4} An Original
(2) [T]A Resubmission

Date of Report
{Mo, Da, Yr)

04/12/2018

Year/Period ofRgEdH
End of 2017/Q4

Revenues from Transportation of Gas of Others Through Transmission Facilities (Account 489.2)

totals by rate schedule,

columns (b) through (e).

2. Revenues for penalties including penalties for unauthorized overruns must be reported on page 308.
3. Other Revenues in columns (f) and (g) include reservation charges received by the pipeline plus usage charges for transportation and hub services, less revenues reflected in

1. Report revenues and Dth of gas delivered by Zone of Delivery by Rate Schedule. Total by Zone of Delivery and for all zones. {f respondent does not have separate zones, provide

Line
No.

Zorie of Delivery,
Rate Schedule

(@)

Revenues for
Transition
Costs and

Take-or-Pay

Amount for
Current Year

(b)

Revenues for
Transition
Costs and

Take-or-Pay

Amount for
Previous Year

)

Revenues for
GRI and ACA

Amount for
Current Year

(d)

Revenues for
GRI and ACA

Amount for
Previous Year

(e}

10

1

20

21

22

23

24

25
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Name of Respondent This Report Is: (DN?te Bf R$p)ort Year/Period off 88
(1) An Original 0, Da, YT
Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 End of 2017/Q4

Revenues from Transportation of Gas of Others Through Transmission Facilities (Account 489.2)

4. Delivered Dth of gas must not be adjusted for discounting,
5. Each incremental rate schedule and each individually certificated rate schedule must be separately reported.
6. Where transportation services are bundled with storage services, report total revenues but only transportation Dth,

Other
Revenues
Line

No.
Amount for
Current Year

U]

Other
Revenues

Amount for
Previous Year

@)

Total
Operating
Revenues

Amount for
Current Year

(b

Total
Operating
Revenues

Amount for
Previous Year

)

Dekatherm of
Natural Gas

Amount for
Current Year

1}

Dekatherm of
Natural Gas

Amount for
Previous Year
(k)

522,072

522,072

522,072

522,072

12,320,860

10,266,352

12

13

14

15

16

17

18

19

20

21

22

23

2

25
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Name of Respondent This Report Is: PMate Sf Rsp)ort Year/Period oP #&9
(1) An Original o, Da, YT,
Duke Energy Kentucky, Inc. 2) []A Resubmission 04/12/2018 End of 2017/Q4

Other Gas Revenues (Account 495)

Report below transactions of $250,000 or more included in Account 495, Other Gas Revenues. Group all transactions below $250,000
in one amount and provide the number of items.

Line
No.

Description of Transaction

(a)

Amount
(in dollars)
(b)

Commissions on Sale or Distribution of Gas of Others

Compensation for Minor or Incidental Services Provided for Others

Profit or Loss on Sale of Material and Supplies not Ordinarily Purchased for Resale

Sales of Stream, Water, or Electricity, including Sales or Transfers to Other Departments

Miscellaneous Royalties

Revenues from Dehydration and Other Processing of Gas of Others except as provided for in the Instructions to Account 495

Revenues for Right and/or Benefits Received from Others which are Realized Through Research, Development, and Demonstration Ventures

wiN|oj~|lO|N]|=

Gains on Setilements of Imbalance Receivables and Payables

«©

Revenues from Penalties earned Pursuant to Tariff Provisions, including Penalties Associated with Cash-out Setflements

jry
o

Revenues from Shipper Supplied Gas

-
pry

Other revenues (Specify):

e
N

ary
w

-
~

iy
w

e
(<2}

jry
~

—ry
(=]

ary
«©

n
(=)

N
ary

n
n

N
w

n
S

N
a

N
=33

N
~

N
[=5]

n
«©

w
(=)

w
=

©w
N

w
w

w
B

o
a

w
[+2]

w
bl

w
@

w
@«

Total

1,438
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Name of Respondent This Report is: Date of Report  |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) __ A Resubmission 04/12/2018 2017/Q4
FOOTNOTE DATA

[Schedule Page: 308 Line No.: 11 Column: b
Gas Losses Damaged Lines
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Name of Respondent This Report Is: Date of Report Year/Period offFRgEEP of 149
Duke Energy Kentucky, Inc. M (Mo, Da, ¥r)
(2) []A Resubmission 04/12/2018 End of 2017/Q4
Gas Operation and Maintenance Expenses
Line Account Amount for Amount for
No. Current Year Previous Year
(a) b) (c)
1 1. PRODUCTION EXPENSES
2 | A. Manufactured Gas Production
3 Manufactured Gas Production (Submit Supplemental Statement) 4
4 | B. Natural Gas Production
5 | B1. Natural Gas Production and Gathering
6 Operation
7 750 Operation Supervision and Engineering 0 0
8 751 Production Maps and Records 0 0
9 752 Gas Well Expenses 0 0
10 753 Field Lines Expenses 0 0
11 754 Field Compressor Station Expenses 0 0
12 755 Field Compressor Station Fuel and Power 0 0
13 756 Field Measuring and Regulating Station Expenses 0 0
14 757 Purification Expenses 0 0
15 758 Gas Well Royalties 0 0
16 759 Other Expenses 0 0
17 760 Rents 0 0
18 | TOTAL Operation (Total of lines 7 thru 17) 0 0
19 Maintenance
20 761 Maintenance Supervision and Engineering 0 0
21 762 Maintenance of Structures and Improvements 0 0
22 763 Maintenance of Producing Gas Wells 0 0
23 764 Maintenance of Field Lines 0 0
24 765 Maintenance of Field Compressor Station Equipment 0 0
25 766 Maintenance of Field Measuring and Regulating Station Equipment 0 0
26 767 Maintenance of Purification Equipment 0 0
27 768 Maintenance of Drilling and Cleaning Equipment 0 0
28 769 Maintenance of Other Equipment 0 0
29 | TOTAL Maintenance (Total of lines 20 thru 28) 0 0
30 | TOTAL Natural Gas Production and Gathering (Total of lines 18 and 29) 0 0
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) []A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period ofR88d2

End of 2017/Q4

Gas Operation and Maintenance Expenses(continued)

Line

Account Amount for Amount for

No. Current Year Previous Year
(a) (b) (c)

31 | B2. Products Extraction
32 Operation
33 770 Operation Supervision and Engineering 0 0
34 771 Operation Labor 0 0
35 772 Gas Shrinkage 0 0
36 773 Fuel 0 0
37 774 Power 0 0
38 775 Materials 0 0
39 776 Operation Supplies and Expenses 0 0
40 777 Gas Processed by Others 0 0
41 778 Royalties on Products Extracted 0 0
42 779 Marketing Expenses 0 0
43 780 Products Purchased for Resale 0 0
44 781 Variation in Products Inventory 0 0
45 | (Less) 782 Extracted Products Used by the Utility-Credit 0 0
46 783 Rents 0 0
47 | TOTAL Operation (Total of lines 33 thru 46) 0 0
48 Maintenance
49 784 Maintenance Supervision and Engineering 0 0
50 785 Maintenance of Structures and Improvements 0 0
51 786 Maintenance of Extraction and Refining Equipment 0 0
52 787 Maintenance of Pipe Lines 0 0
53 788 ‘Maintenance of Extracted Products Storage Equipment 0 0
54 789 Maintenance of Compressor Equipment 0 0
55 790 Maintenance of Gas Measuring and Regulating Equipment 0 0
56 791 Maintenance of Other Equipment 0 0
57 | TOTAL Maintenance (Tota! of lines 49 thru 56) 0 0
58 | TOTAL Products Extraction (Total of fines 47 and 57) 0 0
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Name of Respondent

(a)

59 | C. Exploration and Development

60 Operation

61 795 Delay Rentals

Current Year

(b}

This Report Is: Rﬁlte Bf R$p)ort Year/Period off g8
Duke E . mn An Original o, Da, Yr
uke Energy Kentucky, Inc (2) [T]A Resubmission 04/12/2018 End of 2017/Q4
Gas Operation and Maintenance Expenses(continued)
Line Account Amount for Amount for
No.

Previous Year

(c)

0 0
62 796 Nonproductive Well Drilling 0 0
63 797 Abandoned Leases 0 0
64 798 Other Exploration 0 0
65 | TOTAL Exploration and Development (Total of lines 61 thru 64) 0 0
66 | D. Other Gas Supply Expenses
67 Operation
68 800 Natural Gas Well Head Purchases 0 0
69 800.1 Natural Gas Well Head Purchases, Intracompany Transfers 0 0
70 801 Natural Gas Field Line Purchases 37,161,991 34,678,066
71 802 Natural Gas Gasoline Plant Outlet Purchases 0 0
72 803 Natural Gas Transmission Line Purchases 0 0
73 804 Natural Gas City Gate Purchases 0 0
74 804.1 Liquefied Natural Gas Purchases 0 0
75 805 Other Gas Purchases 86,609 ( 2,066,943)
76 (Less) 805.1 Purchases Gas Cost Adjustments 0 0
77 | TOTAL Purchased Gas (Tota! of lines 68 thru 76) 37,248,600 32,611,123
78 806 Exchange Gas 0 0
79 Purchased Gas Expenses
80 807.1 Well Expense-Purchased Gas 0 0
81 807.2 Operation of Purchased Gas Measuring Stations 166,931 173,653
82 807.3 Maintenance of Purchased Gas Measuring Stations 79,109 35,735
83 807.4 Purchased Gas Calculations Expenses 0 0
84 807.5 Other Purchased Gas Expenses 184,440 169,534
85 | TOTAL Purchased Gas Expenses (Total of lines 80 thru 84) 430,480 378,922
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Name of Respondent

This Report Is: EI)\;aIte of Rsport Year/Period oAF88
Duke Energy Kentucky, Inc. g znﬂggsg::ilssio n ( g;/?;i}go?g End of 2017/Q4
Gas Operation and Maintenance Expenses(continued)
Line Account Amount for Amount for
No. Current Year Previous Year
(a) (b) (©)
86 808.1 Gas Withdrawn from Storage-Debit 0 0
87 (Less) 808.2 Gas Delivered to Storage-Credit 0 0
88 809.1 Withdrawals of Liquefied Natural Gas for Processing-Debit 0 0
89 (Less) 809.2 Deliveries of Natural Gas for Processing-Credit 0 0
90 Gas used in Utility Operation-Credit —
91 810 Gas Used for Compressor Station Fuel-Credit 0 0
92 811 Gas Used for Products Extraction-Credit 0 0
93 812 Gas Used for Other Utility Operations-Credit 0 0
94 | TOTAL Gas Used in Utility Operations-Credit (Total of lines 91 thru 93) 0 0
95 813 Other Gas Supply Expenses 523,005 875,719
96 | TOTAL Other Gas Supply Exp. (Total of lines 77,78,85,86 thru 89,94,95) 38,202,085 33,865,764
97 | TOTAL Production Expenses (Total of lines 3, 30, 58, 65, and 96) 38,995,877 34,930,244
98 | 2. NATURAL GAS STORAGE, TERMINALING AND PROCESSING EXPENSES
99 | A. Underground Storage Expenses
100 | Operation
101 814 Operation Supervision and Engineering 0 0
102 | 815 Maps and Records 0 0
103 | 816 Wells Expenses 0 0
104 | 817 Lines Expense 0 0
105 818 Compressor Station Expenses 0 0
106 819 Compressor Station Fuel and Power 0 0
107 820 Measuring and Regulating Station Expenses 0 0
108 | 821 Purification Expenses 0 0
109 | 822 Exploration and Development 0 0
110 | 823 Gas Losses 0 0
111 | 824 Other Expenses 0 0
112 | 825 Storage Well Royalties 0 0
113 | 826 Rents 0 0
114 | TOTAL Operation (Total of lines of 101 thru 113) 0 0
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Name of Respondent This Report Is: I?\eﬂate of Rsport Year/Period ofR88oZH of 149
Duke Energy Kentucky, Inc. 8 QHRSQSSE:ssion ( 8:1/?:}20?8 End of 2017/Q4
Gas Operation and Maintenance Expenses(continued)
Line Account Amount for Amount for
No. Current Year Previous Year
(a) (b} (c)
115 Maintenance
116 830 Maintenance Supervision and Engineering 0 0
117 831 Maintenance of Structures and Improvements 0 0
118 832 Maintenance of Reservoirs and Wells 0 0
119 833 Maintenance of Lines 0 0
120 834 Maintenance of Compressor Station Equipment 0 0
121 835 Maintenance of Measuring and Regulating Station Equipment 0 0
122 836 Maintenance of Purification Equipment 0 0
123 837 Maintenance of Other Equipment 0 0
124 | TOTAL Maintenance (Total of lines 116 thru 123) 0 0
125 | TOTAL Underground Storage Expenses (Total of lines 114 and 124) 0 0
126 | B. Other Storage Expenses
127 | Operation
128 840 Operation Supervision and Engineering 0 0
129 841 Operation Labor and Expenses 0 0
130 842 Rents 0 0
131 842.1 Fuel 0 0
132 842.2 Power 0 0
133 842.3 Gas Losses 0 0
134 | TOTAL Operation (Total of lines 128 thru 133) 0 0
136 843.1 Maintenance Supervision and Engineering 0 0
137 | 843.2 Maintenance of Structures 0 0
138 | 843.3 Maintenance of Gas Holders 0 0
139 843.4 Maintenance of Purification Equipment 0 0
140 843.5 Maintenance of Liquefaction Equipment 0 0
141 843.6 Maintenance of Vaporizing Equipment 0 0
142 843.7 Maintenance of Compressor Equipment 0 0
143 843.8 Maintenance of Measuring and Regulating Equipment 0 0
144 843.9 Maintenance of Other Equipment 0 0
145 | TOTAL Maintenance (Total of lings 136 thru 144) 0 0
146 | TOTAL Other Storage Expenses (Total of lines 134 and 145) 0 0
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Name of Respondent This Report Is: Date of Report Year/Period offR88JHEP of 149
Duke Energy Kentucky, Inc. E;; //:che?gStI:Eilssion (Mgi/?;z\g?a End of 2017/Q4
Gas Operation and Maintenance Expenses(continued)
Line Account Amount for Amount for
No. Current Year Previous Year
(a) (b) (c)
147 | C. Liquefied Natural Gas Terminaling and Processing Expenses
148 | Operation
149 844.1 Operation Supervision and Engineering 0 0
150 844.2 LNG Processing Terminal Labor and Expenses 0 0
151 844.3 Liquefaction Processing Labor and Expenses 0 0
152 844.4 Liquefaction Transportation Labor and Expenses 0 0
153 844.5 Measuring and Regulating Labor and Expenses 0 0
154 844.6 Compressor Station Labor and Expenses 0 0
155 844.7 Communication System Expenses 0 0
156 844.8 System Contro! and Load Dispatching 0 0
157 845.1 Fuel 0 0
158 845.2 Power 0 0
159 845.3 Rents 0 0
160 845.4 Demurrage Charges 0 0
161 (less) 845.5 Wharfage Receipts-Credit 0 0
162 845.6 Processing Liquefied or Vaporized Gas by Others 0 0
163 846.1 Gas Losses 0 0
164 846.2 Other Expenses 0 0
165 | TOTAL Operation (Total of lines 148 thru 164) 0 0
166 | Maintenance
167 847.1 Maintenance Supervision and Engineering 0 0
168 847.2 Maintenance of Structures and Improvements 0 0
169 847.3 Maintenance of LNG Processing Terminal Equipment 0 0
170 847.4 Maintenance of LNG Transportation Equipment 0 0
171 847.5 Maintenance of Measuring and Regulating Equipment 0 0
172 847.6 Maintenance of Compressor Station Equipment 0 0
173 847.7 Maintenance of Communication Equipment 0 0
174 847.8 Maintenance of Other Equipment 0 0
175 | TOTAL Maintenance (Total of lines 167 thru 174) 0 0
176 | TOTAL Liquefied Nat Gas Terminaling and Proc Exp (Total of lines 165 and 175) 0 0
177 | TOTAL Natural Gas Storage (Total of lines 125, 146, and 176) 0 0
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Name of Respondent This Report fs: :Z')vallte Bf’R$p)ort Year/Period o B8O
Duke Energy Kentucky, Inc. (1 An Original o, Da, Yr
il ’ (2) []A Resubmission 04/12/2018 End of 2017/Q4

Gas Operation and Maintenance Expenses(continued)

Line

Account Amount for Amount for
No. Current Year Previous Year
(@) (b) (c}
178 | 3. TRANSMISSION EXPENSES
179 Operation
180 850 Operation Supervision and Engineering 481 0
181 851 System Control and Load Dispatching 0 0
182 852 Communication System Expenses 0 0
183 853 Compressor Station Labor and Expenses 0 0
184 854 Gas for Compressor Station Fuel 0 0
185 855 Other Fuel and Power for Compressor Stations 0 0
186 856 Mains Expenses 0 0
187 857 Measuring and Regulating Station Expenses 0 0
188 858 Transmission and Compression of Gas by Others 0 0
189 859 Other Expenses 2,235 6,885
190 860 Rents 0 0
191 | TOTAL Operation (Total of lines 180 thru 190) 2,716 6,885
193 861 Maintenance Supervision and Engineering 0 0
194 862 Maintenance of Structures and Improvements 0 0
195 863 Maintenance of Mains 0 0
196 864 Maintenance of Compressor Station Equipment 0 0
197 865 Maintenance of Measuring and Regulating Station Equipment 0 0
198 866 Maintenance of Communication Equipment 0 0
199 867 Maintenance of Other Equipment 0 0
200 | TOTAL Maintenance (Total of lines 193 thru 199) 0 0
201 | TOTAL Transmission Expenses (Total of lines 191 and 200) 2,716 6,885
202 | 4. DISTRIBUTION EXPENSES
203 | Operation
204 | 870 Operation Supervision and Engineering 0 ( 1,491)
205 | 871 Distribution Load Dispatching 155,692 191,978
206 872 Compressor Station Labor and Expenses 0 0
207 873 Compressor Station Fuel and Power 0 0
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original

Date of Report
(Mo, Da, Yr)

Year/Period oAM&8

(2) [T]A Resubmission 04/12/2018 End of 2017/Q4
Gas Operation and Maintenance Expenses(continued)
Line Account Amount for Amount for
No. Current Year Previous Year
(@) (b) {c)
208 874 Mains and Services Expenses 2,596,130 2,608,224
209 875 Measuring and Regulating Station Expenses-General 1,523 69,269
210 876 Measuring and Regulating Station Expenses-Industrial 20,754 40,548
211 877 Measuring and Regulating Station Expenses-City Gas Check Station 0 0
212 878 Meter and House Regulator Expenses 2,448,922 1,116,219
213 879 Customer Installations Expenses 1,264,352 1,340,845
214 880 Other Expenses 2,597,986 2,619,290
215 881 Rents 0 0
216 | TOTAL Operation (Total of lines 204 thru 215) 9,085,359 7,984,882
217 | Maintenance
218 885 Maintenance Supervision and Engineering 0 { 2,635)
219 886 Maintenance of Structures and Improvements 0 0
220 887 Maintenance of Mains 922,883 761,041
221 888 Maintenance of Compressor Station Equipment 0 0
222 889 Maintenance of Measuring and Regulating Station Equipment-General 47,473 45,377
223 890 Maintenance of Meas. and Reg. Station Equipment-industrial 0 1,097
224 891 Maintenance of Meas. and Reg. Station Equip-City Gate Check Station 0 0
225 892 Maintenance of Services 759,836 400,857
226 893 Maintenance of Meters and House Regulators 284,008 543,580
227 894 Maintenance of Other Equipment 5,825 45,930
228 | TOTAL Maintenance (Total of lines 218 thru 227) 2,020,025 1,795,247
229 | TOTAL Distribution Expenses (Total of lines 216 and 228) 11,105,384 9,780,129
230 | 5. CUSTOMER ACCOUNTS EXPENSES
231 Operation
232 | 901 Supervision 587,612 404,392
233 | 902 Meter Reading Expenses 467,970 618,439
234 903 Customer Records and Collection Expenses 2,568,495 2,798,436
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Name of Respondent

(@)

This Report Is: Date of Report Year/Period off88
Duke Energy Kentucky, Inc. () An Original (Mo, Da, ¥r)
{2) []A Resubmission 04/12/2018 End of 2017/Q4
Gas Operation and Maintenance Expenses(continued)
Lrilne Account Amount for Amount for
o.

Current Year

(b)

Previous Year

()

235 904 Uncollectible Accounts

3,920 185,695
236 905 Miscellaneous Customer Accounts Expenses 314 318
237 | TOTAL Customer Accounts Expenses (Total of lines 232 thru 236) 3,628,311 4,007,280
238 | 6. CUSTOMER SERVICE AND INFORMATIONAL EXPENSES
239 | Operation
240 907 Supervision 0 0
241 908 Customer Assistance Expenses 139,343 166,854
242 909 Informationat and instructional Expenses 1,310 200
243 910 Miscellaneous Customer Service and Informational Expenses 310,786 338,705
244 | TOTAL Customer Service and Information Expenses (Total of lines 240 thru 243) 451,439 505,759

245 | 7. SALES EXPENSES

246 | Operation

247 911 Supervision 19 0
248 912 Demonstrating and Selling Expenses 99,009 90,223
249 913 Advertising Expenses 7,303 3,768
250 916 Miscellaneous Sales Expenses 0 0
251 | TOTAL Sales Expenses (Total of lines 247 thru 250) 108,331 93,991

252 | 8. ADMINISTRATIVE AND GENERAL EXPENSES

253 Operation

254 920 Administrative and General Salaries 1,750,117 1,910,444
255 921 Office Supplies and Expenses 1,014,537 908,525
256 (Less) 922 Administrative Expenses Transferred-Credit ( 331) ( 475)
257 923 Outside Services Employed 1,092,343 536,163
258 924 Property Insurance 128,252 129,250
259 925 Injuries and Damages 423,476 513,100
260 926 Employee Pensions and Benefits 1,815,518 1,642,940
261 927 Franchise Requirements 0 0
262 928 Regulatory Commission Expenses 194,195 218,031
263 {Less) 929 Duplicate Charges-Credit 266,488 270,481
264 930.1General Advertising Expenses 8,689 7,162
265 930.2Miscellaneous General Expenses 215,142 323,575
266 931 Rents 439,855 574,016
267 | TOTAL Operation (Total of lines 254 thru 266) 6,815,967 6,493,220
268 | Maintenance

269 932 Maintenance of General Plant 2,527 5,666
270 | TOTAL Administrative and General Expenses (Total of lines 267 and 269) 6,818,494 6,498,886
271 | TOTAL Gas O&M Expenses (Total of lines 97,177,201,229,237,244,251, and 270) 61,108,552 55,823,174
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Name of Respondent This Report is: Date of Report | Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Kentucky, Inc. (2) _ A Resubmission 04/12/2018 2017/Q4

FOOTNOTE DATA

\Schedule Page: 317 _Line No.:3 Column: b

COPERATION: 201704 2016 Q4
711 Gas Boiler Labor 5,663 &,770
712 Other Power Expenses 17,086 7,782
717 Liguified Petroleum Gas Expense 83,244 96,515
728 Liguified Petroleum Gas 588,951 834,050
735 Misc. Production Expense 45,911 50,313
736 Gas Raw Material - Renis - -
Total Operation 740,865 993,440
BIAINTENANCE:
742 Production Equipment 52,927 71,040
Total Maintenance 52,927 71,040
Total Manufactured Gas Production 793,792 1,064,480
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Name of Respondent
Duke Energy Kentucky, Inc.

This Report Is:
(1) An Original
(2) [[]A Resubmission

Date of Report
(Mo, Da, Yr)

04/12/2018

Year/Period o883
End of 2017/Q4

Other Gas Supply Expenses (Account 813)

1. Report other gas supply expenses by descriptive titles that clearly indicate the nature of such expenses. Show maintenance expenses, revaluation of monthly encroachments

recorded in Account 117.4, and losses on settlements of imbalances and gas losses not associated with storage separately. Indicate the functional classification and purpose of property
to which any expenses relate. List separately items of $250,000 or more.

Line
No.

Description

(@)

Amount
(in dollars)
(b)

DSM Gas Expense

523,005

e ) R7-0 -3 N (o0 K3Y - Rty FXY B

25 | Total

523,005

FERC FORM NO. 2 (12-96)

Page 334

of 149



KyPSC Case No. 2018-00261

FR 16(7)(k) Attachment - FERC Form 2

Name of Respondent This Report Is: {_')\\nate Bf H\(—(:p)on Year/Period oftRg8 3| of 149
) An Original o, Da, Yr
Duke Energy Kentucky, Inc. @) DA Resubmission 04/12/2018 Endof 2017/Q4

Miscellaneous General Expenses (Account 930.2)

1. Provide the information requested below on miscellaneous general expenses.

2. For Other Expenses, show the (a) purpose, (b) recipient and (c) amount of such items. List separately amounts of $250,000 or more however, amounts less than $250,000 may be
grouped if the number of items of so grouped is shown.

Description Amount
Line (in dollars)
; No. (a) {b)
1 Industry association dues. 21,983
2 Experimental and general research expenses.
a. Gas Research Institute {GRI)
| b. Other 1,321
| 3 Publishing and distributing information and reports to stockholders, trustee, registrar, and transfer
agent fees and expenses, and other expenses of servicing outstanding securities of the respondent
? 4 | Other expenses
5 Business and Service Company Support 158,753
6 Director's Fees and Expenses 18,149
7 Shareholder's Communications/Systems ( 185)
8 Account Analysis Reconciliation Adjustments 15,121
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25 | Total 215,142
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Name of Respondent This Report Is: E’)Valte Sf R$port Year/Period ofREEHSR of 149
Duke Energy Kentucky, Inc. 2; ﬁnﬂzggll)r:ilssion ( 821/12}20?8 End of 2017/Q4
Depreciation, Depletion and Amortization of Gas Plant (Accts 403, 404.1, 404.2, 404.3, 405) (Except Amortization of
Acquisition Adjustments)
1. Report in Section A the amounts of depreciation expense, depletion and amortization for the accounts indicated and classified according fo the plant functional groups shown.
2. Report in Section B, column (b) all depreciable or amortizable plant balances to which rates are applied and show a composite total. (If more desirable, report by plant account,
subaccount or functional classifications other than those pre-printed in column (a). Indicate in a footnote the manner in which column (b) balances are
Section A. Summary of Depreciation, Depletion, and Amortization Charges
Amortization Amortization and Amortization of
Expense for Depletion of Underground Storage
Line Depreciation Asset Producing Natural Land and Land
No. Functional Classification Expense Retirement Gas Land and Land Rights
(Account 403) Costs Rights {Account 404.2)
(Account (Account 404.1)
() (b) 403.1) (¢) (d) (e)
1 Intangible plant
2 Production plant, manufactured gas 151,932
3 Production and gathering plant, natural gas
4 Products extraction plant
5 Underground gas storage plant
6 Other storage plant
7 Base load LNG terminaling and processing plant
8 Transmission plant
9 Distribution plant 11,176,735
10 General plant
1 Common plant-gas 262,875
12 TOTAL 11,591,542
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Acquisition Adjustments) (continued)

Depreciation, Depletion and Amortization of Gas Plant (Accts 403, 404.1, 404.2, 404.3, 405) {Except Amortization of

provisions and the plant items to which related.

obtained. If average balances are used, state the method of averaging used. For column (¢} report available information for each plant functional classification listed in column (a). if
composite depreciation accounting is used, report available information called for in columns (b) and (c) on this basis. Where the unit-of-production method is used to determine
depreciation charges, show in a footnote any revisions made to estimated gas reserves.

3. If provisions for depreciation were made during the year in addition to depreciation provided by application of reported rates, state in a footnote the amounts and nature of the

Section A. Summary of Depreciation, Depletion, and Amortization Charges

Amortization of Amortization of
Other Limited-term Other Gas Piant Total
Line Gas Plant {Account 405) (btog)
No. (Account 404.3) Functional Classification
(f )] (h) (a)
1 982,996 982,996 | Intangible plant
2 151,932 | Production plant, manufactured gas
3 Production and gathering plant, natural gas
4 Products extraction plant
5 Underground gas storage plant
6 Other storage plant
7 Base load LNG terminaling and processing plant
8 Transmission plant
9 11,176,735 | Distribution plant
10 96,710 96,710 | General plant
11 342,868 605,743 | Common plant-gas
12 1,422,574 13,014,116 | TOTAL
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Depreciation, Depletion and Amortization of Gas Plant (Accts 403, 404.1, 404.2, 404.3, 405) (Except Amortization of

Acquisition Adjustments) (continued)

4. Add rows as necessary to completely report all data. Number the additional rows in sequence as 2.01, 2.02, 3.04, 3.02, etc.

Section B. Factors Used in Estimating Depreciation Charges

Applied Depreciation

Line Plant Bases or Amortization Rates
No. Functional Classification (in thousands) (percent)
(@) (b) (©)
1 Production and Gathering Plant _
2 Offshore (footnote details)
3 Onshore (footnote details)
4 Underground Gas Storage Plant (footnote details)
5 Transmission Plant ﬁ
6 Offshore (footnote details)
7 Onshore (footnote details)
8 General Plant (footnote details)
9
10
11
12
13
14
15
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Particulars Concerning Certain Income Deductions and Interest Charges Accounts

Report the information specified below, in the order given, for the respective income deduction and interest charges accounts.

(a) Miscellaneous Amortization (Account 425)-Describe the nature of items included in this account, the contra account charged, the total of amortization charges for the year, and the
period of amortization,

(b) Miscellaneous Income Deductions-Report the nature, payee, and amount of other income deductions for the year as required by Accounts 426.1, Donations; 426.2, Life Insurance;
426.3, Penalties; 426.4, Expenditures for Certain Civic, Political and Related Activities; and 426.5, Other Deductions, of the Uniform System of Accounts. Amounts of less than $250,000
may be grouped by classes within the above accounts.

{€) Interest on Debt to Asscciated Companies (Account 430)-For each associated company that incurred interest on debt during the year, indicate the amount and interest rate
respectively for (a) advances on notes, (b) advances on open account, {c) notes payable, (d) accounts payable, and {e) other debt, and total interest. Explain the nature of other debt on
which interest was incurred during the year.

(d) Other interest Expense (Account 431) - Report details including the amount and interest rate for other interest charges incurred during the year.

Line ltem Amount

No. (@) (b

1

2 Account 421.2 - Loss On Disposal of Property 115,629
3

4 Account 426.1 - Donations

5 Customer Assistance Programs 53,043
6 Items Under Threshold 397,248
7

8 Account 426.3 - Penalties

9 Items Under Threshold 25,003
10

11 Account 426.4 - Expenditures

12 | Civic, Political & Related Activities 642,878
13

14 | Account 426.5 - Other Deductions

15 Sate of AIR Fees 1,630,026
16 Meter Impairment 1,190,000
17 | Items Under Threshold 85,812
18

19 | Total Account 426 4,139,639
20

21 Account 430 - Interest on Debt to Associated Companies

22 Money Pool - Duke Energy Kentucky to Duke Energy Corporation 412,704
23 Money Pool - Duke Energy Kentucky to Duke Energy Florida 25,815
24 Money Pool - Duke Energy Kentucky to Duke Energy Indiana 6,954
25 Money Pool - Duke Energy Kentucky to Duke Energy Ohio 6,774
26 Money Pool - Duke Energy Kentucky to Duke Energy Progress 942
27 | Money Pool - Duke Energy Kentucky to Duke Energy Carolinas 482
28 | Money Pool - Duke Energy Kentucky to Duke Energy Business Senvices 3
29
30 | Total Account 430 453,674
31
32 | Account 431 - Other Interest Expense:
33 Swap Net Interest 835,273
34 | Credit Facility 394,911
35 Interest - Assigned from Service Company 141,004
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Particulars Concerning Certain Income Deductions and Interest Charges Accounts (continued)

Line tem Amount
No. ) )

Customer Service Deposits @ .66% Annum 67,886
Cox Avenue Office Lease 62,645
Capital Meter Lease Interest 48,857
Deferred Compensation for Board of Directors 5,878
Coal Ash Equity Return ( 172,364)
Items Under Threshold 210

NI | lwlro ]| —

Total Account 431 1,384,300
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Regulatory Commission Expenses (Account 928)

1. Report below details of regulatory commission expenses incurred during the current year (or in previous years, if being amortized) relating to formal cases before a regulatory body,
or cases in which such a body was a party,

2. In column (b} and {c), indicate whether the expenses were assessed by a regulatory body or were otherwise incurred by the utility.

Line

Description

(Fumnish name of regulatory commission
No or body, the docket number, and a

description of the case.)

(@)

Assessed by
Regulatory
Commission

(b)

Expenses
of
Utility

©

Total
Expenses
to Date

(d)

Deferred in
Account 182.3
at Beginning
of Year

(e}

1 Kentucky Public Service Commission Expense

2 Gas Related

194,195

194,195

3 Electric Related

698,688

698,688

10

1

13

14

16

17

18

20

21

22

23

24

25 Total

892,883

892,883
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uke gy Kentucky. (2) []A Resubmission

Regulatory Commission Expenses (Account 928)
3. Show in column (k) any expensas incurred In prior years that are being amortized. List in column (a) the period of amortization.
4. |dentify separately all annual charge adjustments (ACA).
5. Listin column (f), (g), and (h) expenses incurred during year which were charges currently to income, plant, or other accounts.
6. Minor items (less than $250,000) may be grouped.

Expenses
Incurred
During Year
Charged
Currently To

Line
No.

Department

Ui

Expenses
Incurred
During Year
Charged
Currently To

Account No.
)]

Expenses
Incurred
During Year
Charged
Currently To

Amount

()

Expenses
Incurred
During Year

Deferred to
Account
182.3
0]

Amortized
During Year

Contra
Account

(0

Amortized
During Year

Amount

Deferred in
Account 182.3
End of Year

Gas

928

194,195

Electric

928

698,688

13

14

15

17

18

19

20

2

22

23

24

25

892,883
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Employee Pensions and Benefits (Account 926)

1. Report below the items contained in Account 926, Employee Pensions and Benefits.

Line

Expense
(a)

Amount

(0)

Pensions - defined benefit plans

1,425,821

Pensions — other

1,133,826

Post-retirement benefits other than pensions (PBOP)

( 685,137)

Post- employment benefit plans

650,523

Other (Specify)

Medical and Dental

2,177,029

Life Insurance

21,093

[e-3 NI Ko >3 N& 08 BN-N /AN I \VH

Service/Safety Awards

6,758

©

Other Work/Family Benefits/Tuition

13,695

—
o

Benefits Distribution

3,095,925

-
—_

Other

9,186
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Total

7,848,719
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Distribution of Salaries and Wages

Report below the distribution of total salaries and wages for the year. Segregate amounts originally charged to clearing accounts to Utility Departments, Construction, Plant Removals
and Other Accounts, and enter such amounts in the appropriate lines and columns provided. Salaries and wages billed to the Respondent by an affiliated company must be assigned to
the particular operating function(s) relating to the expenses.

In determining this segregation of salaries and wages originally charged to clearing accounts, a method of approximation giving substantially correct results may be used. When
reporting detail of other accounts, enter as many rows as necessary numbered sequentially starting with 75.01, 75.02, etc.

Payroll Billed Allocation of
Line Classification Direct Payroll by Affiliated Payroll Charged Total
No. Distribution Companies for Clearing
Accounts

(@ (b) {c) (d) (e)

1 Electric

2 |Operation

3 Production 3,210,602 3,083,273 418,625 6,712,500
4 Transmission 23,666 638,024 44,011 705,701
5 Distribution 1,236,883 1,306,761 169,186 2,712,830
8 Customer Accounts 912,868 1,858,617 184,340 2,955,825
7 Customer Service and Informational 3,456 168,559 11,441 183,456
8 Sales

9 Administrative and General 731,377 8,277,361 466,172 7474910
10 TOTAL Operation (Total of lines 3 thru 9) ' 6,118,852 13,332,595 1,293,775 20,745,222
11 }Maintenance

12 Production 3,129,907 2,919,719 6,049,626
13 Transmission 57,700 257,524 315,224
14 Distribution 1,553,542 827,061 2,380,603
15 Administrative and General 2,015 549 2,564
16 TOTAL Maintenance (Total of lines 12 thru 15) 4,743,164 4,004,853 8,748,017
17 | Total Operation and Maintenance

18 Production (Total of lines 3 and 12) 6,340,509 6,002,992 418,625 12,762,126
19 Transmission (Total of lines 4 and 13) 81,366 895,548 44,011 1,020,925
20 Distribution (Total of lines 5 and 14) 2,790,425 2,133,822 169,186 5,093,433
Al Customer Accounts (line 6) 912,868 1,858,617 184,340 2,955,825
22 Customer Service and Informational {line 7) 3,456 168,559 11,441 183,456
23 Sales (line 8)

24 Administrative and General (Total of lines 9 and 15) 733,392 6,277,910 466,172! 7,477 474
25 TOTAL Operation and Maintenance (Total of lines 18 thru 24) 10,862,016 17,337,448 1,293,775 29,493,239
26 |Gas

27 | Operation

28 Production - Manufactured Gas 298,921 28,434 4,965 332,320
29 Production - Natural Gas(Including Exploration and Development)
30 | Other Gas Supply 524 314,169 4773 319,466

31 Storage, LNG Terminaling and Processing
32 Transmission

33 Distribution 1,958,808 1,526,498 52,861 3,538,167
34 Customer Accounts 523,681 1,277,116 27,312 1,828,109
35 Customer Service and Informational 2,393 155,189 2,390 159,972
36 Sales

37 Administrative and General 4,984 1,386,004 21,097, 1,412,085
38 TOTAL Operation (Total of lines 28 thru 37) 2,789,311 4,687,410 113,398 7,590,119
40 Production - Manufactured Gas 42,119 33,962 76,081

4 Production - Natural Gas(including Exploration and Development)
42 | Other Gas Supply

43 Storage, LNG Terminaling and Processing

44 Transmission .

45 Distribution 358,890 429,953 788,843
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Distribution of Salaries and Wages (continued)
Payroll Billed Allocation of

Line Classification Direct Payroll by Affiliated Payroll Charged Total

No. Distribution Companies for Clearing

Accounts
(@) (b) (c) (d) (e)

46 Administrative and General 1,624 402 2,026
47 TOTAL Maintenance (Total of lines 40 thru 46) 402,633 464,317 866,950
48 | Gas (Continued) ) T
49 | Total Operation and Maintenance
50 Production - Manufactured Gas (Total of lines 28 and 40) 341,040 62,396 4,965 408,401
51 Production - Natural Gas (Including Expl. and Dev.)(Il. 29 and 41)
52 Other Gas Supply (Total of lines 30 and 42) 524 314,169 4773 319,466
53 Storage, LNG Terminaling and Processing (Total of Il. 31 and 43)
54 Transmission (Total of lines 32 and 44)
55 Distribution (Total of lines 33 and 45) 2,317,698 1,956,451 52,861 4,327,010
56 Customer Accounts (Total of line 34) 523,681 1,277,116 27,312 1,828,109
57 Customer Service and Informational (Total of line 35) 2,393 155,189 2,390 159,972
58 Sales (Total of line 36)
59 Administrative and General (Total of lines 37 and 46) 6,608 1,386,406 21,097| 1,414,111
60 | Total Operation and Maintenance (Total of lines 50 thru 59) 3,191,944 5,151,727 113,398 8,457,069
61 | Other Utility Depariments
62 | Operation and Maintenance
63 TOTAL ALL Utility Dept. (Total of lines 25, 60, and 62) 14,053,960 22,489,175 1,407,173 37,950,308
64  {Utility Plant
65 | Construction (By Utility Departments)
66 Electric Plant 4,215,719 5,762,499 9,978,218
67 Gas Plant 1,004,413 3,911,644 5,006,057
68 Other
69 TOTAL Construction {Total of lines 66 thru 68) 5,310,132 9,674,143 14,984,275
71 Electric Plant 569,108 1,398,309 1,967,417
72 Gas Plant 117,779 165,498 283,277
73 Other
74 | TOTAL Plant Removal (Total of lines 71 thru 73) 686,887 1,563,807 2250594
75 | Other Accounts (Specify) (footnote details) L . e . e
76 | TOTAL Other Accounts (_2,364,326) 4,010,448 1,648,122
77 | TOTAL SALARIES AND WAGES 17,686,653 37,737,573 1,407,173 56,831,399
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FOOTNOTE DATA
[Schedule Page: 354 _Line No.: 75 Column: b
Projects For Duke's Subsidiaries & Merchandising $ 218
Other Work in Progress (2,428,569)
Other Accounts 64.025
Total $ (2,364,326)
[Schedule Page: 354 Line No.: 75 _Column: ¢ ]
Projects For Duke's Subsidiaries & Merchandising $ 25244
Other Work in Progress 3,017,424
Other Accounts 967.780
Total $4,010,448
[Schedule Page: 354 Line No.: 75 Column: e
Projects For Duke's Subsidiaries & Merchandising $ 25,462
Other Work in Progress 588,855
Other Accounts 1,031.805
Total $ 1,646,122
| FERC FORM NO. 2 (12-96) Page 552.1 |
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Charges for Outside Professional and Other Consultative Services

1. Report the information specified below for all charges made during the year included in any account (including plant accounts) for outside consuitative and other professional services.
These services include rate, management, construction, engineering, research, financial, valuation, legal, accounting, purchasing, advertising,labor relations, and public relations,
rendered for the respondent under written or oral arrangement, for which aggregate payments were made during the year to any corporation partnership, organization of any kind, or
individual (other than for services as an employee or for payments made for medical and related services) amounting to more than $250,000, including payments for legislative services,
except those which should be reported in Account 426.4 Expenditures for Certain Civic, Political and Related Activities.

(a) Name of person or organization rendering services.

(b} Total charges for the year.
2. Sum under a description “Other”, all of the aforementioned services amounting to $250,000 or less.
3. Total under a description “Total’, the total of all of the aforementioned services.

4. Charges for outside professional and other consultative services provided by associated (affiliated) companies should be excluded from this schedule and be reported on Page 358,
according fo the instructions for that schedule.

Description Amount

Line (in dollars}
No. (a) (b)

ACCENTURE LLP - CONSULTING - FINANCE, IT 3,605,845

ELECTRIC POWER RESEARCH INSTITUTE EPRI - CONSULTING - IT 395,990

INTERNATIONAL BUSINESS MACHINES CORP - CONSULTING - RESEARCH & 337,979

DEVELOPMENT

Other 2,173,131

wlo|N]m|o]lw|No)] -

10 | TOTAL 6,602,945

—_-
-
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Transactions with Associated (Affiliated) Companies

1. Report below the information called for concerning all goods or services received from or provided to associated (affiliated) companies amounting to more than $250,000.
2. Sum under a description “Other”, all of the aforementioned goods and services amounting to $250,000 or less.
3. Total under a description “Total’, the totat of all of the aforementioned goods and services.

4. Where amounts billed fo or received from the associated (affiliated) company are based on an allocation process, explain in a footnote the basis of the allocation.

Account(s) Amount
Line Description of the Good or Service Name of Associated/Affiliated Company Charged or Charged or
No. Credited Credited
@ (b) (c) (d

1 Goods or Services Provided by Affiliated Company
2 \"33 }' ﬁ é\ gﬁ\\\si 6% s Duke Energy Business Services, LLC Various 128,253,754
3 Customer and Market Services Duke Energy Ohio, Inc. Various 1,576,137
4 {Gas Distribution Services Duke Energy Ohio, Inc. Various 3,996,945
5 | Other Goods and Services Duke Energy Ohic, Inc. Various 30,144
6 | Transmission and Distribution Services Duke Energy Ohio, Inc. Various 12,879,391
7 | Customer and Market Services Duke Energy Florida, LLC Various 66,892
8 Generation Services Duke Energy Florida, LLC Various 37,560
9 | Other Goods and Services Duke Energy Florida, LLC Various 54,931
10 | Transmission and Distribution Services Duke Energy Florida, LLC Various 92,963
11 | Customer and Market Services Duke Energy Carolinas, LLC Various 5,447,988
12 |Generation Services Duke Energy Carolinas, LLC Various 13,030,245
13 | Other Goods and Services Duke Energy Carolinas, LLC Various 1,796,092
14 | Transmission and Distribution Services Duke Energy Carolinas, LLC Various 2,642,573
15 | Customer and Market Services Duke Energy Progress, LLC Various 299,400
16 |Generation Services Duke Energy Progress, LLC Various 317,354
17 | Other Goods and Services Duke Energy Progress, LLC Various 210,846
18 | Transmission and Distribution Services Duke Energy Progress, LLC Various 262,275
19
20 | Goods or Services Provided for Affiliated Company
21 |Customer and Market Services Duke Energy Florida, LLC Various 43,870
22 | Gas Distribution Services Duke Energy Florida, LLC Various 42,400
23 | Generation Services Duke Energy Florida, LLC Various 4,782
24 |Transmission and Distribution Services Duke Energy Florida, LLC Various 466,354
25 |Customer and Market Services Duke Energy Indiana, LLC Various 106
26 | Gas Distribution Services Duke Energy Indiana, LLC Various 20,188
27 | Generation Services Duke Energy Indiana, LLC Various 1,237,556
28 | Other Goods and Services Duke Energy Indiana, LLC Various 73
29 | Transmission and Distribution Services Duke Energy Indiana, LLC Various { 23,341)
30 |Customer and Market Services Duke Energy Ohio, Inc. Various 220,255
31 |Gas Distribution Services Duke Energy Ohio, Inc. Various 815,197
32 |Generation Services Duke Energy Ohio, Inc. Various 277
33 | Other Goods and Services Duke Energy Ohio, Inc. Various 493,000
34 | Transmission and Distribution Services Duke Energy Ohio, Inc. Various 1,005,967
35 {Duke Energy Kentucky Provided Services to KO Transmission KO Transmission Company

Company Various 1,403,981
36
37
38
39
40
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Transactions with Associated (Affiliated) Companies (continued)
Account(s) Amount
Line Description of the Good or Service Name of Associated/Affiliated Company Charged or Charged or
No. Credited Credited
(a) (b) (©) (d)

1 Goods or Services Provided by Affiliated Company

2 |Customer and Market Services Duke Energy Indiana, LLC Various 170,328
3 |Generation Services Duke Energy Indiana, LLC Various 12,485,079
4 | Other Goods and Services Duke Energy Indiana, LLC Various 54,151
5 jTransmission and Distribution Services Duke Energy Indiana, LLC Various 42,792
6

7 | Gas Distribution Services Piedmont Natural Gas Company, Inc. Various 545,803
8

9

10

11

12

13

14

15

16

17

18
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FOOTNOTE DATA

|Schedule Page: 358 Line No.:2 Column: a J
When an employee of the Service Company performs services for a Client Company, costs will
be directly assigned or distributed or allocated. For allocated services, the allocation
method will be on a basis reasonably related to the service performed. The Service
Company Utility Service Agreement prescribes 23 Service Company functions and
approximately 20 allocation methods.

Functions and Allocation Methods:

Information Systems

¢ Number of Central Processing Unit Seconds Ratio/Millions of Instructions per Second

® Number of Personal Computer Workstations Ratio

¢ Number of Information Systems Servers Ratio

¢ Number of Employees Ratio

Meters

¢ Number of Customers Ratio

Transportation

e Number of Employees Ratio

e Three Factor Formula

Electric System Maintenance

e Circuit Miles of Electric Transmission Lines Ratio

¢ Circuit Miles of Electric Distribution Lines Ratio

Marketing and Customer Relations and Grid Soclutions

¢ Number of Customers Ratio

Electric Transmission & Distribution Engineering & Construction

¢ Electric Transmission Plant's Construction - Expenditures Ratio

¢ Electric Distribution Plant's Construction - Expenditures Ratio

Power Engineering & Construction

e Electric Production Plant's Construction - Expenditures Ratio

Human Resources

e Number of Employees Ratio

Supply Chain

¢ Procurement Spending Ratio

¢ Inventory Ratio

Facilities

e Square Footage Ratio

Accounting

& Three Factor Formula

¢ Generating Unit MW Capability Ratio

Power Planning and Operations

¢ Electric Peak Load Ratio

s Weighted Avg of the Circuit Miles of Electric Distribution Lines Ratio and the Electric
Peak Load Ratio

¢ Sales Ratio
Weighted Avg of the Circuit Miles of Electric Transmission Lines Ratio and the Electric
Peak Load Ratio

¢ Generating Unit MW Capability Ratio

Public Affairs

¢ Three Factor Formula

e Weighted Avg of Number of Customers Ratio and Number of Employees Ratio

Legal

¢ Three Factor Formula

Rates

¢ Sales Ratio

Finance

s Three Factor Formula

Rights of Way

e (Circuit Miles of Electric Transmission Lines Ratio

[ FERC FORM NO. 2 (12-96) Page 552.1 |
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FOOTNOTE DATA

¢ (Circuit Miles of Electric Distribution Lines Ratio
® FElectric Peak Load Ratio
Internal Auditing

®¢ Three Factor Formula
Environmental, Health and Safety
¢ Three Factor Formula

® Sales Ratio

Fuels

® Sales Ratio

Investor Relations

® Three Factor Formula

Planning

¢ Three Factor Formula
Executive

¢ Three Factor Formula
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This Report Is: %’)\zate Bf R$p)ort Year/Period o488
(1) An Original o, Da, Yr
Duke Energy Kentucky, Inc. (2) []A Resubmission 04/12/2018 End of 2017/Q4

Auxiliary Peaking Facilities

installations, gas liquefaction plants, oil gas sets, etc.

1. Report below auxiliary facilities of the respondent for meeting seasonal peak demands on the respondent's system, such as underground storage projects, liquefied petroleum gas

2. For column (c}, for underground storage projects, report the delivery capacity on February 1 of the heating season overlapping the year-end for which this report is submitted.
For other facilities, report the rated maximum daily delivery capacities.

3. For column (d), include or exclude (as appropriate) the cost of any plant used jointly with another facility on the basis of predominant use, unless the auxiliary peaking facility is a
separate plant as contemplated by general instruction 12 of the Uniform System of Accounts.

Location of
Line Facility
No.

(a}

Type of
Facility

(b)

Maximum Daily
Delivery Capacity
of Facllity
Dth
©

Cost of
Facility
(in dollars)

(d)

Was Facility
Operated on Day
of Highest
Transmission Peak
Delivery?

Eranger (KY)

Liquid Petroleum

25,080

7,849,480

Yes
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Gas Account - Natural Gas
1. The purpose of this schedule is to account for the quantity of natural gas received and delivered by the respondent.
2. Natural gas means either natural gas unmixed or any mixture of natural and manufactured gas.
3. Enter in column (¢} the year to date Dth as reported in the schedules indicated for the items of receipts and deliveries.
4. Enter in column (d) the respective quarter’s Dth as reported in the schedules indicated for the tems of receipts and deliveries.
5. Indicate in a footnote the quantities of bundled sales and transportation gas and specify the line on which such quantities are listed.
6. If the respondent operates two or more systems which are not interconnected, submit separate pages for this purpose.
7. Indicate by footnote the quantities of gas not subject to Commission regulation which did not incur FERC regulatory costs by showing (1) the local distribution volumes another jurisdictional pipeline delivered to the
local distribution company portion of the reporting pipeline (2} the quantities that the reporting pipeline transported or sold through its local distribution facilities or intrastate facilifies and which the reporting pipeline
feceived through gathering facilities or intrastate facilities, but not through any of the interstate portion of the reporting pipeline, and (3) the gathering line quantities that were not destined for interstate market or that
were not transported through any interstate portion of the reporting pipeline.
8. Indicate in a footnote the specific gas purchase expense account(s) and related to which the aggregate volumes reported on line No, 3 relate.
9. Indicate in a footnote (1) the system supply quantities of gas that are stored by the reporting pipetine, during the reporting year and also reported as sales,transportation and compression volumes by the reporting
pipeline during the same reporting year, (2) the system supply quantities of gas that are stored by the reporting pipeline during the reporting year which the reporting pipeline intends to sell or transport in a future
reporting year, and (3) contract storage quantities.

10. Also indicate the volumes of pipeline production field sales that are included in both the company's total sales figure and the company’s total transportation figure. Add additional information as necessary to the
footnotes.

Ref. Page No. of Total Amount Current Three
Line Item (FERC Form Nos. of Dth Months
No. 212-A) Year to Date Ended Amount of Dth
(a) b (€} Quarterly Only

01 Name of System:

2 GAS RECEIVED

3 Gas Purchases (Accounts 800-805) 9,556,071
4 Gas of Others Received for Gathering (Account 489.1) 303

5 Gas of Others Received for Transmission (Account 489.2) 305 12,320,860
6 Gas of Others Received for Distribution (Account 489.3) 301 4,069,819
7 Gas of Others Received for Contract Storage (Account 489.4) 307

8 Gas of Others Received for Production/Extraction/Processing (Account 490 and 491)

9 Exchanged Gas Received from Others {Account 806) 328

10 | Gas Received as Imbalances {Account 806) 328

11 Receipts of Respondent's Gas Transported by Others (Account 858) 332

12 | Other Gas Withdrawn from Storage (Explain)
13 | Gas Received from Shippers as Compressor Station Fuel
14 | Gas Received from Shippers as Lost and Unaccounted for

15 | Other Receipts (Specify) (footnote details) 56,688
16 | Total Receipts (Total of lines 3 thru 15) 26,003,438
17 GAS DELIVERED

18 | Gas Sales (Accounts 480-484) 9,262,589
19 Deliveries of Gas Gathered for Others (Account 489.1) 303

20 | Deliveries of Gas Transported for Others (Account 489.2) 305 12,320,860
21 Deliveries of Gas Distributed for Others (Account 489.3) 301 4,037,069
22 | Deliveries of Contract Storage Gas {Account 489.4) 307

23 | Gas of Others Delivered for Production/Extraction/Processing (Account 490 and 491)

24 | Exchange Gas Delivered to Others {Account 806) 328

25 Gas Delivered as Imbalances (Account 806) 328

26 | Deliveries of Gas to Others for Transportation {(Account 858) 332

27 | Other Gas Delivered to Storage (Explain)

28 | Gas Used for Compressor Station Fuel 509

29 [ Other Deliveries and Gas Used for Other Operations 6,652
30 | Total Deliveries (Total of lines 18 thru 29) 25,627,

31 GAS LOSSES AND GAS UNACCOUNTED FOR

32 Gas Losses and Gas Unaccounted For

33 | TOTALS
34 | Total Deliveries, Gas Losses & Unaccounted For (Total of fines 30 and 32)

L
I 7
-
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