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(a) Regulatory assets and liabilities are excluded from rate base unless otherwise noted.

(b) The expected recovery or refund period varies or has not been determined.

(c) Recovery period for costs related to nuclear facilities runs through the decommissioning period of each unit.

(d) South Carolina storm costs are included in rate base.

(e) Included in rate base.

H Pays interest on over-recovered costs in North Carolina. Includes certain purchased power costs in North Carolina and South Carolina
and costs of distributed energy in South Carolina.

(9) South Carolina retail allocated costs are earning a return.

(h) Earns a debt and equity return on coal ash expenditures for North Carolina and South Carolina retail customers as permitted by
various regulatory orders.

0] Includes incentives on DSM/EE investments and is recovered through an annual rider mechanism.

0] Recovered over the life of the associated assets.

(k) Recovered primarily over the average remaining service periods or life expectancies of employees covered by the benefit plans. See
Note 22 for additional detail.

0] Includes regulatory liabilities related to the change in the federal tax rate as a result of the Tax Act and the change in the North

Carolina tax rate, both discussed in Note 23.
2017 North Carolina Rate Case

On June 1, 2017, Duke Energy Progress filed an application with the NCUC for a rate increase for retail customers of approximately $477 million,
which represented an approximate 14.9 percent increase in annual base revenues. Subsequent to the filing, Duke Energy Progress adjusted the
requested amount to $420 million, representing an approximate 13 percent increase. The rate increase is driven by capital investments
subsequent to the previous base rate case, costs of complying with CCR regulations and the Coal Ash Act, costs relating to storm recovery,
investments in customer service technologies and recovery of costs associated with renewable purchased power.

On December 16, 2016, Duke Energy Progress filed a petition with the NCUC requesting an accounting order to defer certain costs incurred in
connection with response to Hurricane Matthew and other significant storms in 2016. The final estimate of incremental operation and
maintenance and capital costs of $116 million was filed with the NCUC in September 2017. On July 10, 2017, the NCUC consolidated Duke
Energy Progress' storm deferral request into the Duke Energy Progress rate case docket for decision.

On November 22, 2017, Duke Energy Progress and the Public Staff filed an Agreement and Stipulation of Partial Settlement resolving certain
portions of the proceeding. Terms of the settlement included a return on equity of 9.9 percent and a capital structure of 52 percent equity and 48
percent debt. As a result of the settiement, in 2017 Duke Energy Progress recorded pretax charges totaling approximately $25 million to
Impairment charges and Operation, maintenance and other on the Consolidated Statements of Operations, principally related to disallowances
from rate base of certain projects at the Mayo and Sutton plants. On February 23, 2018, the NCUC issued an order approving the stipulation.
The order also included the following material components not covered in the stipulation:

. Recovery of the remaining $234 million of deferred coal ash basin closure costs over a five-year period with a return at Duke Energy
Progress' WACC, excluding $10 million of retail deferred coal ash basin costs related to ash hauling at Duke Energy Progress'
Asheville Plant;

. Assessment of a $30 million management penalty ratably over a five-year period by reducing the annual recovery of the deferred coal
ash costs;

. Denial of Duke Energy Progress’ request for recovery of future estimated ongoing annual coal ash costs of $129 million with approval
to defer such costs with a return at Duke Energy Progress' WACC, to be considered for recovery in the next rate case; and

. Approval to recover $51 million of the approximately $80 million deferred storm costs over a five-year period with amortization
beginning in October 2016. The order did not allow the deferral of the associated capital costs or a return on the deferred balance
during the deferral period.

The order also impacted certain amounts that were similarly recorded on Duke Energy Carolinas' Consolidated Balance Sheets. As a result of
the order, Duke Energy Progress and Duke Energy Carolinas recorded pretax charges of $68 million and $14 million, respectively, in the first
quarter of 2018 to Impairment charges, Operation, maintenance and other and Interest Expense on the Consolidated Statements of Operations.
These charges primarily related to the coal ash basin disallowance and previously recognized return impacted by the coal ash management
penalty and deferred storm cost adjustments. Revised customer rates became effective on March 16, 2018.

On May 15, 2018, the Public Staff filed a Notice of Cross Appeal to the North Carolina Supreme Court from the February 23, 2018, Order
Accepting Stipulation, Deciding Contested Issues and Granting Partial Rate Increase issued by the NCUC. The Public Staff contend the
commission’s order should be reversed and remanded, as it is affected by errors of law, and is unsupported by competent, material and
substantial evidence in view of the entire record as submitted. The North Carolina Attorney General and Sierra Club have also filed Notices of
Appeal to the North Carolina Supreme Court from the February 23, 2018, Order Accepting Stipulation, Deciding Contested Issues and Granting
Partial Rate Increase. On November 29, 2018, the North Carolina Attorney General's Office filed a motion with the North Carolina Supreme Court
requesting the court consolidate the Duke Energy Progress and Duke Energy Carolinas appeals and enter an order adopting the parties’
proposed briefing schedule as set out in the filing. On November 29, 2018, the North Carolina Supreme Court adopted a schedule for briefing set
forth in the motion to consolidate the Duke Energy Progress and Duke Energy Carolinas appeals. The Appellee response briefs are due July 29,
2019. Duke Energy Progress cannot predict the outcome of this matter.
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2016 South Carolina Rate Case

In December 2016, the PSCSC approved a rate case settlement agreement among the ORS, intervenors and Duke Energy Progress. Terms of
the settlement agreement included an approximate $56 million increase in revenues over a two-year period. An increase of approximately $38
million in revenues was effective January 1, 2017, and an additional increase of approximately $19 million in revenues was effective

January 1, 2018. Duke Energy Progress amortized approximately $19 million from the cost of removal reserve in 2017. Other settiement terms
included a rate of return on equity of 10.1 percent, recovery of coal ash costs incurred from January 1, 2015, through June 30, 2016, over a
15-year period and ongoing deferral of allocated ash basin closure costs from July 1, 2016, until the next base rate case. The settlement also
provides that Duke Energy Progress will not seek an increase in rates in South Carolina to occur prior to 2019, with limited exceptions.

2018 South Carolina Rate Case

On November 8, 2018, Duke Energy Progress filed an application with the PSCSC for a rate increase for retail customers of approximately $59
million, which represents an approximate 10.3 percent increase in annual base revenues. The rate increase is driven by capital investments and
environmental compliance progress made by Duke Energy Progress since its previous rate case, including the further implementation of Duke
Energy Progress’ generation modernization program, which consists of retiring, replacing and upgrading generation plants, investments in
customer service technologies and continued investments in base work to maintain its transmission and distribution systems. The request
includes net tax benefits of $15 million consisting of a $12 million increase due to the expiration of EDITs related to reductions in North Carolina
state income taxes allocable to South Carolina and decreases resulting from the Tax Act of $17 million to reflect the change in ongoing tax
expense, primarily the reduction in the federal income tax rate from 35 to 21 percent, and $10 million to return EDIT resulting from the federal tax
rate change and deferred revenues since January 2018 related to the change.

Duke Energy Progress also requested approval of its proposed Grid Improvement Plan, approval of a Prepaid Advantage Program and a variety
of accounting orders related to ongoing costs for environmental compliance, including recovery over a five-year period of $51 million of deferred
coal ash related compliance costs, AM! deployment, grid investments between rate changes and regulatory asset treatment related to the
retirement of a generating plant located in Asheville, North Carolina. Finally, Duke Energy Progress sought approval to establish a reserve and
accrual for end of life nuclear costs for materials and supplies and nuclear fuel. An evidentiary hearing is scheduled to begin on April 11, 2019,
and a decision and revised customer rates are expected by mid-2019. Duke Energy Progress cannot predict the outcome of this matter.

Western Carolinas Modernization Plan

On November 4, 2015, Duke Energy Progress announced a Western Carolinas Modernization Plan, which included retirement of the existing
Asheville coal-fired plant, the construction of two 280-MW combined-cycle natural gas plants having dual-fuel capability, with the option to build a
third natural gas simple cycle unit in 2023 based upon the outcome of initiatives to reduce the region's power demand. The plan also included
upgrades to existing transmission lines and substations, installation of solar generation and a pilot battery storage project. These investments will
be made within the next seven years. Duke Energy Progress is also working with the local natural gas distribution company to upgrade an
existing natural gas pipeline to serve the natural gas plant.

On March 28, 2016, the NCUC issued an order approving a CPCN for the new combined-cycle natural gas plants, but denying the CPCN for the
contingent simple cycle unit without prejudice to Duke Energy Progress to refile for approval in the future. On March 28, 2018, Duke Energy
Progress filed an annual progress report for the construction of the combined-cycle plants with the NCUC, with an estimated cost of $893 million.
Site preparation activities for the combined-cycle plants are complete and construction of these plants began in 2017, with an expected in-
service date in late 2019.

On October 8, 2018, Duke Energy Progress filed an application with the NCUC for a CPCN to construct the Hot Springs Microgrid Solar and
Battery Storage Facility. On November 30, 2018, the NCUC issued an order scheduling hearings, requiring filing of testimony, establishing
discovery guidelines and requiring public notice. On February 7, 2019, Duke Energy Progress made a joint filing with the Public Staff, which
accepted the Public Staff's proposed conditions and requested that the NCUC cancel the evidentiary hearing. Duke Energy Progress cannot
predict the outcome of this matter.

The carrying value of the 376-MW Asheville coal-fired plant, including associated ash basin closure costs, of $327 million and $385 million is
included in Generation facilities to be retired, net on Duke Energy Progress' Consolidated Balance Sheets as of December 31, 2018, and 2017,
respectively. Duke Energy Progress’ request for a regulatory asset at the time of retirement with amortization over a 10-year period was
approved by the NCUC on February 23, 2018.

Shearon Harris Nuclear Plant Expansion

In 2008, Duke Energy Progress selected a site at Harris to evaluate for possible future nuclear expansion. On February 19, 2008, Duke Energy
Progress filed its COL application with the NRC for two Westinghouse AP1000 reactors at Harris, which the NRC docketed for review. On

May 2, 2013, Duke Energy Progress filed a letter with the NRC requesting the NRC to suspend its review activities associated with the COL at
the Harris site. The NCUC and PSCSC approved deferral of retail costs. Total deferred costs are approximately $43 million as of December 31,
2018, and are recorded in Regulatory assets on Duke Energy Progress’ Consolidated Balance Sheets. On November 17, 2016, the FERC
approved Duke Energy Progress’ rate recovery request filing for the wholesale ratepayers’ share of the abandonment costs, including a debt-only
return to be recovered through revised formula rates and amortized over a 15-year period beginning May 1, 2014. As part of the settlement
agreement for the 2017 North Carolina Rate Case discussed above, Duke Energy Progress will amortize the regulatory asset over an eight-year
period. NCUC approved the settlement on February 23, 2018.
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South Carolina Petitions

On June 22, 2018, Duke Energy Progress filed a petition with the PSCSC seeking an accounting order authorizing Duke Energy Progress to
adopt new depreciation rates, effective March 16, 2018, that reflect the results of Duke Energy Progress’ most recent depreciation study. Also on
June 22, 2018, Duke Energy Progress filed a petition with the PSCSC requesting an accounting order to defer certain costs incurred in
connection with the deployment of AMI, the ongoing deployment of Duke Energy Progress' new billing and Customer Information System, new
depreciation rates and costs incurred in connection with the return of certain excess deferred state income taxes from North Carolina. These
requests totaling approximately $20 million were approved on July 25, 2018.

FERC Form 1 Reporting Matter

On October 18, 2017, Fayetteville Public Works Commission (FPWC) filed with FERC a complaint against Duke Energy Progress. In the
complaint, FPWC alleges that Duke Energy Progress’ change in its method of reporting materials and supplies inventory on FERC Form 1 for
2015 constituted a change in accounting practice that Duke Energy Progress was not permitted to implement without first obtaining FERC
approval. On April 23, 2018, FERC issued an order finding that Duke Energy Progress’ new reporting methodology was not proper and required
Duke Energy Progress to revise its FERC Form 1s beginning in 2014 and to issue refunds to formula rate customers. Duke Energy Progress
estimates that these refunds will total approximately $14 million. On May 23, 2018, Duke Energy Progress filed a request for rehearing alleging
that FERC’s order is incorrect. Duke Energy Progress revised its FERC Form 1 filings in June 2018. On August 31, 2018, Duke Energy Progress
filed with FERC a refund report memorializing its payment of refunds to FPWC. Duke Energy Progress cannot predict the outcome of this matter.

Tax Act

As ordered by the NCUC on October 5, 2018, Duke Energy Progress filed a proposal on October 25, 2018, to adjust rates to reflect the reduction
in federal corporate income tax rate from 35 to 21 percent for taxable years beginning after December 31, 2017, as outlined in the Tax Act. Duke
Energy Progress proposed that this rate decrement be effective for service rendered on and after December 1, 2018. On November 28, 2018,
the NCUC approved the proposal to implement the change in the federal corporate income tax rate and effective December 1, 2018, Duke
Energy Progress implemented the rate reduction. Also, as ordered by the NCUC on October 5, 2018, Duke Energy Progress shall continue to
hold in a deferred regulatory liability account the difference between revenues billed under the prior federal corporate income tax rate and the
federal corporate income tax rate resulting from the Tax Act for the period January 1, 2018 through November 30, 2018. The disposition of such
regulatory liability may be considered in Duke Energy Progress' next general rate case proceeding or in three years, whichever is sooner. EDIT
related to the corporate income tax rate reduction shall be held in a deferred tax regulatory liability account until they can be addressed for
ratemaking purposes in the next general rate case proceeding or in three years, whichever is sooner.
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In October 2018, Duke Energy Florida’s service territory suffered damage when Hurricane Michael made landfall as a strong Category 4
hurricane with maximum sustained winds of 155 mph. The storm caused catastrophic damage from wind and storm surge, particularly from
Panama City Beach to Mexico Beach, resulting in widespread outages and significant damage to transmission and distribution facilities across
the central Florida Panhandle. In response to Hurricane Michael, Duke Energy Florida restored service to approximately 72,000 customers. Duke
Energy Florida incurred approximately $200 million of costs resulting from the hurricane restoration efforts. Approximately $35 million of the costs
are included in Net property, plant and equipment on the Consolidated Balance Sheets as of December 31, 2018. The remaining $165 million of
costs represent recoverable costs under the FPSC'’s storm rule and Duke Energy Florida's Open Access Transmission Tariff formula rates and
are included in Regulatory assets within Other Noncurrent Assets on the Consolidated Balance Sheets as of December 31, 2018. Duke Energy
Florida anticipates filing a petition with the FPSC in the first half of 2019 to recover these costs, consistent with the provisions in the 2017
Settiement. Duke Energy Florida cannot predict the outcome of this matter.

Tax Act

Pursuant to Duke Energy Florida's 2017 Settlement, on May 31, 2018, Duke Energy Florida filed a petition related to the Tax Act, which included
revenue requirement impacts of annual tax savings of $134 million and estimated annual amortization of EDIT of $67 million for a total of $201
million. Of this amount, $50 million would be offset by accelerated depreciation of Crystal River 4 and 5 coal units and an estimated $151 million
would be offset by Hurricane irma storm cost recovery as explained in the Storm Restoration Cost Recovery section above. On December 27,
2018, Duke Energy Florida filed actual EDIT balances and amortization based on its 2017 filed tax return. This increased the revenue
requirement impact of the amortization of EDIT by $4 million, from $67 million to $71 million. On January 8, 2019, the FPSC approved a joint
motion by Duke Energy Florida and the Office of Public Counsel resolving all stipulated positions. As part of that stipulation, Duke Energy Florida
will seek a Private Letter Ruling from the IRS on its treatment of COR as mostly protected by tax normalization rules. If the IRS rules that COR is
not protected by tax normalization rules, then Duke Energy Florida will make a final adjustment to the amortization of EDIT and an adjustment to
the storm recovery amount retroactive to January 2018. Duke Energy Florida cannot predict the outcome of this matter.

Citrus County CC

On October 2, 2014, the FPSC granted Duke Energy Florida a Determination of Need for the construction of a 1,640-MW combined-cycle natural
gas plant in Citrus County, Florida. At that time, the estimated cost of the facility was $1.5 billion, including AFUDC. On May 5, 2015, the Florida
Department of Environmental Protection approved Duke Energy Florida's Site Certification Application and construction began in October 2015.
On July 10, 2018, the FPSC approved Duke Energy Florida's request to include the annual revenue requirement of $200 million for the new
Citrus County combined-cycle units in base rates. The first 820-MW power block came on-line on October 26, 2018, and the rate increase for this
unit was effective in December 2018. The second 820-MW power block came on-line November 24, 2018. The rate increase for the second unit
was effective in January 2018. The ultimate cost of the facility is estimated to be $1.6 billion, and Duke Energy Florida recorded Impairment
charges on Duke Energy’s Consolidated Statements of Operations of $60 million in the fourth quarter of 2018 for the overrun, which may change
in light of recoveries from the EPC contractor. The plant began receiving natural gas from the Sabal Trail pipeline in August 2018. As a resuit of
the combined-cycle natural gas plant coming on-line, Crystal River coal-fired units 1 and 2 were retired in December 2018. See Note 5 for
additional information on Citrus.

Solar Base Rate Adjustment

On July 31, 2018, Duke Energy Florida petitioned the FPSC to include in base rates the revenue requirements for its first two solar generation
projects, the Hamilton Project and the Columbia Project, as authorized by the 2017 Settiement. The Hamilton Project, which was placed into
service on December 22, 2018, has an annual retail revenue requirement of $15 million and the increase was effective in January 2018. The
Columbia Project has a projected annual revenue requirement of $14 million and a projected in-service date in early 2020; the associated rate
increase would take place with the first month’s billing cycle after the Columbia Project goes into service. At its October 30, 2018, Agenda
Conference, the FPSC approved the rate increase related to the Hamilton Project to go into effect beginning with the first billing cycle in January
2018 under its file and suspend authority. Rates are subject to true up pending the outcome of the final hearing, which is scheduled to take place
on April 2, 2019. Duke Energy Florida cannot predict the outcome of this matter.

156






KyPSC Case No. 2019-00271
FR 16(7)(p) Attachment - 10K 12/31/18

FINANCIAL STATEMENTS REGULATORY MATTERS Page 161 of 307

Electric Base Rate Case

Duke Energy Ohio filed with the PUCO an electric distribution base rate case application and supporting testimony in March 2017. Duke Energy
Ohio requested an estimated annual increase of approximately $15 million and a return on equity of 10.4 percent. The application also included
requests to continue certain current riders and establish new riders. On September 26, 2017, the PUCO staff filed a report recommending a
revenue decrease between approximately $18 million and $29 million and a return on equity between 9.22 percent and 10.24 percent. On April
13, 2018, Duke Energy Ohio filed a Motion to consolidate this proceeding with several other cases pending before the PUCO. On April 13, 2018,
Duke Energy Ohio, along with certain intervenors, filed the Stipulation with the PUCO resolving numerous issues including those in this base rate
proceeding. Major components of the Stipulation related to the base distribution rate case include a $19 million decrease in annual base
distribution revenue with a return on equity unchanged from the current rate of 9.84 percent based upon a capital structure of 50.75 percent
equity and 49.25 percent debt. Upon approval of new rates, Duke Energy Ohio's rider for recovering its initial SmartGrid implementation ends as
these costs will be recovered through base rates. The Stipulation also renews 14 existing riders, some of which were included in the company's
ESP, and adds two new riders including the Enhanced Service Reliability Rider to recover vegetation management costs not included in base
rates, up to $10 million per year (operation and maintenance only) and the PowerForward Rider to recover costs incurred to enhance the
customer experience and further transform the grid (operation and maintenance and capital). [n addition to the changes in revenue attributable to
the Stipulation, Duke Energy Ohio’s capital-related riders, including the Distribution Capital Investments Rider, began to reflect the lower federal
income tax rate associated with the Tax Act with updates to customers’ bills beginning April 1, 2018. This change reduces electric revenue by
approximately $20 million on an annualized basis. On December 19, 2018, the PUCQ approved the Stipulation without material modification.
New base rates were implemented effective January 2, 2019. Several parties have filed applications for rehearing. On February 6, 2019, the
PUCO granted the parties rehearing. Duke Energy Ohio cannot predict the outcome of this matter.

Ohio Valley Electric Corporation

On March 31, 2017, Duke Energy Ohio filed for approval to adjust its existing price stabilization rider (Rider PSR), which is currently set at zero
dollars, to pass through net costs related to its contractual entitement to capacity and energy from the generating assets owned by OVEC. Duke
Energy Ohio sought deferral authority for net costs incurred from April 1, 2017, until the new rates under Rider PSR are put into effect. On April
13, 2018, Duke Energy Ohio filed a Motion to consolidate this proceeding with several other cases currently pending before the PUCO. Also on
April 13, 2018, Duke Energy Ohio, along with certain intervenors, filed a Stipulation with the PUCO resolving numerous issues including those
related to Rider PSR. The Stipulation activates Rider PSR for recovery of net costs incurred from January 1, 2018 through May 2025. On
December 19, 2018, the PUCO approved the Stipulation without material modification. Several parties have filed applications for rehearing. On
February 6, 2019, the PUCO granted the parties rehearing. Duke Energy Ohio cannot predict the outcome of this matter. See Note 17 for
additional discussion of Duke Energy Ohio's ownership interest in OVEC.

Tax Act - Ohio

On July 25, 2018, Duke Energy Ohio filed an application to establish a new rider to implement the benefits of the Tax Act for electric distribution
customers. Duke Energy Ohio requested commission approval to implement the rider effective October 1, 2018, as a credit to all distribution
customers based upon a percent reduction to Duke Energy Ohio’s distribution rates. The new rider will flow through to customers the benefit of
the lower statutory federal tax rate from 35 to 21 percent since January 1, 2018, all future benefits of the lower tax rates and a full refund of
deferred income taxes collected at the higher tax rates in prior years. Deferred income taxes subject to normalization rules will be refunded
consistent with federal law and deferred income taxes not subject to normalization rules will be refunded over a 10-year period. Duke Energy
Ohio's transmission rates reflect lower federal income tax but guidance from FERC on amortization of both protected and unprotected
transmission-related EDITs is still pending. On October 24, 2018, the PUCO issued a Finding and Order that, among other things, directed all
utilities over which the commission has rate-making authority to file an application to pass the benefits of the Tax Act to customers by January 1,
2019, unless otherwise exempted or directed by the PUCO. Duke Energy Ohio's July 25, 2018, filing for electric distribution operations is
consistent with the commission's October 24, 2018, Finding and Order and no further action is needed. On February 20, 2019, the PUCO
approved the application without material modification. Rates will be effective March 1, 2019. On December 21, 2018, Duke Energy Ohio filed an
application to change its base rates and establish a new rider to implement the benefits of the Tax Act for natural gas customers. Duke Energy
Ohio requested commission approval to implement the changes and rider effective April 1, 2018. The new rider will flow through to customers the
benefit of the lower statutory federal tax rate from 35 to 21 percent since January 1, 2018, all future benefits of the lower tax rates and a full
refund of deferred income taxes collected at the higher tax rates in prior years. Deferred income taxes subject to normalization rules wili be
refunded consistent with federal law and deferred income taxes not subject to normalization rules will be refunded over a 10-year period. The
PUCO has not yet ruled on the application for changes for natural gas customers. Duke Energy Ohio cannot predict the outcome of this matter.

Energy Efficiency Cost Recovery

On March 28, 2014, Duke Energy Ohio filed an application for recovery of program costs, lost distribution revenue and performance incentives
related to its energy efficiency and peak demand reduction programs. These programs are undertaken to comply with environmental mandates
set forth in Ohio law. The PUCO approved Duke Energy Ohio’s application but found that Duke Energy Ohio was not permitted to use banked
energy savings from previous years in order to calculate the amount of allowed incentive. This conclusion represented a change to the cost
recovery mechanism that had been agreed upon by intervenors and approved by the PUCO in previous cases. The PUCO granted the
applications for rehearing filed by Duke Energy Ohio and an intervenor. On January 6, 2016, Duke Energy Ohio and the PUCQ Staff entered into
a stipulation, pending the PUCO's approval, to resolve issues related to performance incentives and the PUCO Staff audit of 2013 costs, among
other issues. In December 2015, based upon the stipulation, Duke Energy Ohio re-established approximately $20 million of the revenues that
had been previously reversed. On October 26, 2016, the PUCO issued an order approving the stipulation without modification. In December
2016, the PUCO granted the intervenors request for rehearing for the purpose of further review. Duke Energy Ohio cannot predict the outcome of
this matter.
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On June 15, 2016, Duke Energy Ohio filed an application for approval of a three-year energy efficiency and peak demand reduction portfolio of
programs. A stipulation and modified stipulation were filed on December 22, 2016, and January 27, 2017, respectively. Under the terms of the
stipulations, which included support for deferral authority of all costs and a cap on shared savings incentives, Duke Energy Ohio has offered its
energy efficiency and peak demand reduction programs throughout 2017. On February 3, 2017, Duke Energy Ohio filed for deferral authority of
its costs incurred in 2017 in respect of its proposed energy efficiency and peak demand reduction portfolio. On September 27, 2017, the PUCO
issued an order approving a modified stipulation. The modifications impose an annual cap of approximately $38 million on program costs and
shared savings incentives combined, but allowed for Duke Energy Ohio to file for a waiver of costs in excess of the cap in 2017. The PUCO
approved the waiver request for 2017 up to a total cost of $56 million. On November 21, 2017, the PUCO granted Duke Energy Ohio's and
intervenor's applications for rehearing of the September 27, 2017, order. On January 10, 2018, the PUCO denied the Ohio Consumers'
Counsel's application for rehearing of the PUCO order granting Duke Energy Ohio's waiver request; however, a decision on Duke Energy Ohio's
application for rehearing remains pending. Duke Energy Ohio cannot predict the outcome of this matter.

2014 Electric Security Plan

In April 2015, the PUCO modified and approved Duke Energy Ohio's proposed ESP, with a three-year term and an effective date of June 1,
2015. The PUCO approved a competitive procurement process for SSO load, a distribution capital investment rider (Rider DCI) and a tracking
mechanism for incremental distribution expenses caused by major storms. The PUCO also approved a placeholder tariff for a price stabilization
rider, but denied Duke Energy Ohio’s specific request to include Duke Energy Ohio's entitlement to generation from OVEC in the rider at this
time; however, the order allows Duke Energy Ohio to submit additional information to request recovery in the future. On May 4, 2015, Duke
Energy Ohio filed an application for rehearing requesting the PUCO to modify or amend certain aspects of the order. On May 28, 2015, the
PUCO granted all applications for rehearing fited in the case for future consideration. On March 21, 2018, the PUCO issued an order denying
Duke Energy Ohio's issues on rehearing. On April 20, 2018, Duke Energy Ohio filed a second application for rehearing based upon the
commission’s March 21, 2018, Order. On May 16, 2018, the commission issued its third Entry on Rehearing granting in part, and denying in part,
Duke Energy Ohio’s rehearing request.

On March 9, 2018, Duke Energy Ohio filed a motion to extend its then-current ESP, including all terms and conditions thereof, pending approval
of a new ESP. On May 30, 2018, the PUCO granted the request, with modification. Specifically, the PUCO did not extend the cap applicable to
Rider DCI beyond July 31, 2018. Duke Energy Ohio sought rehearing of this finding. On July 25, 2018, the PUCO granted the request and
allowed a continuing cap on recovery under Rider DCI. On August 24, 2018, OMA and OCC filed an Application for Rehearing of the
commission's decision. Duke Energy Ohio filed a Memorandum Contra OCC's request for rehearing of the commission's continuation of Rider
DCl on September 4, 2018. On September 19, 2018, the PUCO issued an Order granting rehearing on the matter for further consideration. Duke
Energy Ohio cannot predict the outcome of this matter.

On May 21, 2018, the Ohio Manufacturers' Association (OMA) filed a notice of appeal of PUCO's approval of Duke Energy Ohio’s ESP with the
Ohio Supreme Court, challenging PUCO's approval of Duke Energy Ohio’s Price Stability Rider as a placeholder and its Rider DCI to recover
incremental revenue requirement for distribution capital since Duke Energy Ohio’s last base rate case. On July 16, 2018, the Office of the Ohio
Consumers' Counsel (OCC) filed its own appeal of Duke Energy Ohio’s ESP with the Ohio Supreme Court raising similar issues to that of the
OMA. Duke Energy Ohio filed a Motion to Intervene in the two Ohio Supreme Court appeals. OMA's Supreme Court brief was filed on August 20,
2018. PUCO submitted its brief on October 26, 2018, and Duke Energy Ohio filed its brief on October 29, 2018. The OCC’s Supreme Court brief
was filed on October 15, 2018. Duke Energy Ohio filed its brief on December 20, 2018. The PUCO submitted its brief on December 21, 2018.
Duke Energy Ohio cannot predict the outcome of this matter.

Natural Gas Pipeline Extension

Duke Energy Ohio is proposing to install a new natural gas pipeline (the Central Corridor Project) in its Ohio service territory to increase system
reliability and enable the retirement of older infrastructure. Duke Energy Ohio currently estimates the pipeline development costs and
construction activities will range from $163 million to $245 million in direct costs (excluding overheads and AFUDC). On January 20, 2017, Duke
Energy Ohio filed an amended application with the Ohio Power Siting Board (OPSB) for approval of one of two proposed routes. A public hearing
was held on June 15, 2017. In April 2018, Duke Energy Ohio filed a motion with OPSB to establish a procedural schedule and filed suppiemental
information supporting its application. On December 18, 2018, the OPSB established a procedural schedule that includes a local public hearing
on March 21, 2019, and an evidentiary hearing starting on April 9, 2019. If approved, construction of the pipeline extension is expected to be
completed before the 2021/2022 winter season. Duke Energy Ohio cannot predict the outcome of this matter.

2012 Natural Gas Rate Case/MGP Cost Recovery

On November 13, 2013, the PUCO issued an order approving a setttement of Duke Energy Ohio’s natural gas base rate case and authorizing
the recovery of costs incurred between 2008 and 2012 for environmental investigation and remediation of two former MGP sites. The PUCO
order also authorized Duke Energy Ohio to continue deferring MGP environmental investigation and remediation costs incurred subsequent to
2012 and to submit annual filings to adjust the MGP rider for future costs. intervening parties appealed this decision to the Ohio Supreme Court
and on June 29, 2017, the Ohio Supreme Court issued its decision affirming the PUCO order. Appellants filed a request for reconsideration,
which was denied on September 27, 2017. This matter is now final.

The PUCO order also contained conditional deadlines for completing the MGP environmental investigation and remediation costs at the MGP
sites. As of December 31, 2018, Duke Energy Ohio had approximately $24 million for future remediation costs expected to be incurred at the

East End site and approximately $23 million for future remediation costs expected to be incurred at the West End site included in Regulatory

assets within Other Noncurrent Assets on the Consolidated Balance Sheets.
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Benton County Wind Farm Dispute

On December 16, 2013, BCWF filed a lawsuit against Duke Energy Indiana seeking damages for past generation losses alleging Duke Energy
Indiana violated its obligations under a 2006 PPA by refusing to offer electricity to the market at negative prices. Damage claims continue to
increase during times that BCWF is not dispatched. Under 2013 revised MISO market rules, Duke Energy Indiana is required to make a price
offer to MISO for the power it proposes to sell into MISO markets and MISO determines whether BCWF is dispatched. Because market prices
would have been negative due to increased market participation, Duke Energy Indiana determined it would not bid at negative prices in order to
balance customer needs against BCWF's need to run. BCWF contends Duke Energy Indiana must bid at the lowest negative price to ensure
dispatch, while Duke Energy Indiana contends it is not obligated to bid at any particular price, that it cannot ensure dispatch with any bid and that
it has reasonably balanced the parties' interests. On July 6, 2015, the U.S. District Court for the Southern District of Indiana entered judgment
against BCWF on all claims. BCWF appealed the decision and on December 9, 2016, the appeals court ruled in favor of BCWF. Duke Energy
Indiana recorded an obligation and a regulatory asset related to the settlement amount in fourth quarter 2016. On June 30, 2017, the parties
finalized a settlement agreement. Terms of the settlement included Duke Energy Indiana paying $29 million for back damages. Additionally, the
parties agreed on the method by which the contract will be bid into the market in the future. The settlement amount was paid in June 2017. The
IURC issued an order on September 27, 2017, approving recovery of the settlement amount through Duke Energy Indiana's fuel clause. The
IURC order has been appealed to the Indiana Court of Appeals. On May 21, 2018, the Indiana Court of Appeals upheld the commission's
decision. The appellants have requested rehearing at the Indiana Court of Appeals. The Indiana Court of Appeals denied the request for
rehearing. The appellants have requested transfer to the Indiana Supreme Court, including briefs in support from environmental groups. The
Indiana Supreme Court denied transfer conciuding this matter in favor of Duke Energy Indiana.

Edwardsport Integrated Gasification Combined Cycle Plant

On September 20, 2018, Duke Energy Indiana, the Indiana Office of Utility Consumer Counselor, the Duke Industrial Group and Nucor Steel —
Indiana entered into a settlement agreement to resolve IGCC ratemaking issues for calendar years 2018 and 2019. The agreement will remain in
effect until new rates are established in Duke Energy Indiana's next base rate case, which is expected to be filed in mid-2019 with rates effective
in mid-2020. It addresses the pending Edwardsport filing at the commission and eliminates the need for future filings untit the overall rate case.
This settlement includes caps on Duke Energy Indiana’s retail operating expenses for 2018 and 2019, reduces Duke Energy Indiana's regulatory
asset by $30 million (with a corresponding reduction of the amount of amortization of the regulatory asset included in rates by $10 million
annually beginning with the implementation of final IGCC 17 rates), and provides funding for low-income assistance and clean energy projects.
Duke Energy Indiana recognized pretax impairment and related charges of $32 million in the third quarter of 2018. The settlement is subject to
IURC approval. An evidentiary hearing was held December 2018 and an IURC Order is expected in March 2019. Duke Energy Indiana cannot
predict the outcome of this matter.

Tax Act

On June 27, 2018, Duke Energy Indiana, the Indiana Office of Utility Consumer Counselor, the Indiana Industrial Group and Nucor Steel —
Indiana filed testimony consistent with their Stipulation and Settlement Agreement (Settlement Agreement) in the federal tax act proceeding with
the IURC. The Settlement Agreement outlines how Duke Energy Indiana will implement the impacts of the Tax Act. Material components of the
Settlement Agreement were as follows:

. Riders to reflect the change in the statutory federal tax rate from 35 to 21 percent as they are filed in 2018;

. Base rates to reflect the change in the statutory federal tax rate from 35 to 21 percent upon IURC approval, but no later than
September 1, 2018;

. Duke Energy Indiana to continue to defer protected federal EDIT until January 1, 2020, at which time it will be returned to customers
according to the Average Rate Assumption Method required by the Internal Revenue Service over approximately 26 years; and

. Duke Energy Indiana to begin returning unprotected federal EDIT upon [URC approval, over 10 years. In order to mitigate the negative
impacts to cash flow and credit metrics, the Settlement Agreement allows Duke Energy Indiana to return $7 million per year over the
first five years, with a step up to $35 million per year in the following five years.

On August 22, 2018, the [URC approved the settiement and rates were adjusted effective September 1, 2018.

162






KyPSC Case No. 2019-00271
FR 16(7)(p) Attachment - 10K 12/31/18

FINANCIAL STATEMENTS REGULATORY MATTERS Page 167 of 307

2018 North Carolina Rate Case

On February 27, 2019, Piedmont filed a notice with the NCUC of its intent to file a base rate adjustment application no earlier than 30 days from
the notice submittal date.

OTHER REGULATORY MATTERS
Progress Energy Merger FERC Mitigation

Since December 2014, the FERC Office of Enforcement has conducted an investigation of Duke Energy’s market power filings in its application
for approval of the Progress Energy merger submitted in 2012. On June 8, 2018, the FERC issued an order approving a settlement agreement
under which Duke Energy paid a penaity of $3.5 million. The FERC Office of Enforcement stated in its conclusion that Duke Energy violated
FERC regulations by failing to fully and accurately describe certain specific matters in its market power filings. Duke Energy neither admitted nor
denied the alleged violations.

Atlantic Coast Pipeline, LLC

On September 2, 2014, Duke Energy, Dominion Resources (Dominion), Piedmont and Southern Company Gas announced the formation of
Atlantic Coast Pipeline, LLC (ACP) to build and own the proposed Atlantic Coast Pipeline (ACP pipeline), an approximately 600-mile interstate
natural gas pipeline running from West Virginia to North Carolina. The ACP pipeline is designed to meet, in part, the needs identified by Duke
Energy Carolinas, Duke Energy Progress and Piedmont. Dominion will be responsible for building and operating the ACP pipeline and holds a
leading ownership percentage in ACP of 48 percent. Duke Energy owns a 47 percent interest, which is accounted for as an equity method
investment through its Gas Utilities and Infrastructure segment. Southern Company Gas maintains a 5 percent interest. See Notes 12 and 17 for
additional information related to Duke Energy's ownership interest. Duke Energy Carolinas, Duke Energy Progress and Piedmont, among others,
will be customers of the pipeline. Purchases will be made under several 20-year supply contracts, subject to state regulatory approval.

In 2018, the FERC issued a series of Notices to Proceed, which authorized the project to begin certain construction-related activities along the
pipetine route, including supply header and compressors. On May 11, 2018, and October 19, 2018, FERC issued Notices to Proceed allowing full
construction activities in all areas of West Virginia except in the Monongahela National Forest. On July 24, 2018, FERC issued a Notice to
Proceed allowing full construction activities along the project route in North Carolina. On October 19, 2018, the conditions to effectiveness of the
Virginia 401 water quality certification were satisfied. Inmediately following receipt of the Virginia 401 certification, ACP filed a request for FERC
to issue a Notice to Proceed with full construction activities in Virginia. We appreciate the professional and collaborative process by the
permitting agencies designed to ensure that this critical energy infrastructure project will meet the stringent environmental standards required by
law and regulation.

ACP is the subject of challenges in state and federal courts and agencies, including, among others, challenges of the project’s incidental take
statement (ITS), crossings of the Blue Ridge Parkway, the Appalachian Trail, and the Monongahela and George Washington National Forests,
the project’s U.S. Army Corps of Engineers (USACE) 404 permit, the Virginia conditional 401 water quality certification, the FERC Environmental
Impact Statement order and the FERC order approving the Certificate of Public Convenience and Necessity. Each of these challenges alleges
non-compliance on the part of federal and state permitting authorities and adverse ecological consequences if the project is permitted to
proceed. ACP is vigorously defending these challenges and coordinating with the federal and state authorities which are the direct parties to the
challenges. Since July 2018, notable developments in these challenges include a stay issued by the U.S. Court of Appeals for the Fourth Circuit
(Fourth Circuit) on construction activities through the Monongahela and George Washington National Forests, a reissuance of the project's ITS
and Blue Ridge Parkway right-of-way and renewed challenges of these reissued permits, a stay issued by the Fourth Circuit of the project's
biological opinion and ITS (which stay has halted most project construction activity), a Fourth Circuit decision vacating the project's permits to
cross the Monongahela and George Washington National Forests and the Appalachian Trail and the Fourth Circuit's remand to USACE of ACP's
Huntington District 404 verification.

The delays resulting from the legal challenges described above have impacted the cost and schedule for the project. As a result, project cost
estimates have increased to $7.0 billion to $7.8 billion, excluding financing costs. ACP expects to achieve a late 2020 in-service date for key
segments of the project, while it expects the remainder to extend into 2021. Abnormal weather, work delays (including delays due to judicial or
regulatory action) and other conditions may result in cost or schedule modifications in the future.

Sabal Trail Transmission, LLC

On May 4, 2015, Duke Energy acquired a 7.5 percent ownership interest in Sabal Trail, which is accounted for as an equity method investment,
from Spectra Energy Partners, LP, a master limited partnership, formed by Enbridge Inc. (formerly Spectra Energy Corp.). Spectra Energy
Partners, LP holds a 50 percent ownership interest in Sabal Trail and NextEra Energy has a 42.5 percent ownership interest. Sabal Trail is a joint
venture to construct a 515-mile natural gas pipeline (Sabal Trail pipeline) to transport natural gas to Florida. Total estimated project costs are
approximately $3.2 billion. The Sabal Trail pipeline traverses Alabama, Georgia and Florida. The primary customers of the Sabal Trail pipeline,
Duke Energy Florida and FP&L have each contracted to buy pipeline capacity for 25-year initial terms. See Notes 12 and 17 for additional
information related to Duke Energy's ownership interest.

On February 3, 2016, the FERC issued an order granting the request for a CPCN to construct and operate the pipeline. The Sabal Trail pipeline
received other required regulatory approvals and the Phase 1 mainline was placed in service in July 2017. On October 12, 2017, Sabal Trail filed
a request with FERC to place in-service a lateral line to Duke Energy Florida's Citrus County CC. This request is required to support
commissioning and testing activities at the facility. On March 16, 2018, FERC approved the Citrus lateral and it was placed in service.
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Refer to the "Western Carolinas Modernization Plan" discussion above for details of Duke Energy Progress' planned retirements.

5. COMMITMENTS AND CONTINGENCIES
INSURANCE
General Insurance

The Duke Energy Registrants have insurance and reinsurance coverage either directly or through indemnification from Duke Energy’s captive
insurance company, Bison, and its affiliates, consistent with companies engaged in similar commercial operations with similar type properties.
The Duke Energy Registrants’ coverage includes (i) commercial general liability coverage for liabilities arising to third parties for bedily injury and
property damage; (ii) workers’ compensation; (iii) automobile liability coverage; and (iv) property coverage for all real and personal property
damage. Real and personal property damage coverage excludes electric transmission and distribution lines, but includes damages arising from
boiler and machinery breakdowns, earthquakes, flood damage and extra expense, but not outage or replacement power coverage. All coverage
is subject to certain deductibles or retentions, sublimits, exclusions, terms and conditions common for companies with similar types of operations.
The Duke Energy Registrants self-insure their electric transmission and distribution lines against loss due to storm damage and other natural
disasters. As discussed further in Note 4, Duke Energy Florida maintains a storm damage reserve and has a regulatory mechanism to recover
the cost of named storms on an expedited basis.

The cost of the Duke Energy Registrants’ coverage can fluctuate from year to year reflecting claims history and conditions of the insurance and
reinsurance markets.

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

Nuclear Insurance

Duke Energy Carolinas owns and operates McGuire and Oconee and operates and has a partial ownership interest in Catawba. McGuire and
Catawba each have two reactors. Oconee has three reactors. The other joint owners of Catawba reimburse Duke Energy Carolinas for certain
expenses associated with nuclear insurance per the Catawba joint owner agreements.

Duke Energy Progress owns and operates Robinson, Brunswick and Harris. Robinson and Harris each have one reactor. Brunswick has two
reactors.

Duke Energy Florida owns Crystal River Unit 3, which permanently ceased operation in 2013 and reached a SAFSTOR condition in January
2018 after the successful transfer of all used nuclear fuel assemblies to an on-site dry cask storage facility.

In the event of a loss, terms and amounts of insurance available might not be adequate to cover property damage and other expenses incurred.
Uninsured losses and other expenses, to the extent not recovered by other sources, could have a material effect on Duke Energy Carolinas’,
Duke Energy Progress’ and Duke Energy Florida’s results of operations, cash flows or financial position. Each company is responsible to the
extent losses may be excluded or exceed limits of the coverage available.

Nuciear Liability Coverage

The Price-Anderson Act requires owners of nuclear reactors to provide for public nuclear liability protection per nuclear incident up to a maximum
total financial protection liability. The maximum total financial protection liability, which is approximately $14.1 billion, is subject to change every
five years for inflation and for the number of licensed reactors. Total nuclear liability coverage consists of a combination of private primary nuclear
liability insurance coverage and a mandatory industry risk-sharing program to provide for excess nuclear liability coverage above the maximum
reasonably available private primary coverage. The U.S. Congress could impose revenue-raising measures on the nuclear industry to pay
claims.

Primary Liability Insurance

Duke Energy Carolinas and Duke Energy Progress have purchased the maximum reasonably available private primary nuclear liability insurance
as required by law, which is $450 million per station. Duke Energy Florida has purchased $100 million primary nuclear liability insurance in
compliance with the law.

Excess Liability Program

This program provides $13.6 billion of coverage per incident through the Price-Anderson Act's mandatory industrywide excess secondary
financial protection program of risk pooling. This amount is the product of potential cumulative retrospective premium assessments of $138
million times the current 99 licensed commercial nuclear reactors in the U.S. Under this program, licensees could be assessed retrospective
premiums to compensate for public nuclear liability damages in the event of a nuclear incident at any licensed facility in the U.S. Retrospective
premiums may be assessed at a rate not to exceed $20.5 million per year per licensed reactor for each incident. The assessment may be subject
to state premium taxes.
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Nuclear Property and Accidental Outage Coverage

Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida are members of NEIL, an industry mutual insurance company, which
provides property damage, nuclear accident decontamination and premature decommissioning insurance for each station for losses resulting
from damage to its nuclear plants, either due to accidents or acts of terrorism. Additionally, NEIL provides accidental outage coverage for each
station for losses in the event of a major accidental outage at an insured nuclear station.

Pursuant to regulations of the NRC, each company’s property damage insurance policies provide that all proceeds from such insurance be
applied, first, to place the plant in a safe and stable condition after a qualifying accident and second, to decontaminate the plant before any
proceeds can be used for decommissioning, plant repair or restoration.

Losses resulting from acts of terrorism are covered as common occurrences, such that if terrorist acts occur against one or more commercial
nuclear power plants insured by NEIL within a 12-month period, they would be treated as one event and the owners of the plants where the act
occurred would share one fult limit of liability. The full limit of liability is currently $3.2 billion. NEIL sublimits the total aggregate for all of their
policies for non-nuclear terrorist events to approximately $1.8 billion.

Each nuclear facility has accident property damage, nuclear accident decontamination and premature decommissioning liability insurance from
NEIL with limits of $1.5 billion, except for Crystal River Unit 3. Crystal River Unit 3's limit is $50 million and is on an actual cash vaiue basis. All
nuclear facilities except for Catawba and Crystal River Unit 3 also share an additional $1.25 billion nuclear accident insurance limit above their
dedicated underlying limit. This shared additional excess limit is not subject to reinstatement in the event of a loss. Catawba has a dedicated
$1.25 billion of additional nuclear accident insurance limit above its dedicated underlying limit. Catawba and Oconee also have an additional
$750 million of non-nuclear accident property damage limit. All coverages are subject to sublimits and significant deductibles.

NEIL’s Accidental Outage policy provides some coverage, such as business interruption, for losses in the event of a major accident property
damage outage of a nuclear unit. Coverage is provided on a weekly limit basis after a significant waiting period deductible and at 100 percent of
the available weekly limits for 52 weeks and 80 percent of the available weekly limits for the next 110 weeks. Coverage is provided until these
available weekly periods are met where the accidental outage policy limit will not exceed $490 million for McGuire, Catawba and Harris, $476
million for Brunswick, $462 million for Oconee and $392 million for Robinson. NEIL sublimits the accidental outage recovery to the first 104
weeks of coverage not to exceed $328 million from non-nuclear accidental property damage. Coverage amounts decrease in the event more
than one unit at a station is out of service due to a common accident. All coverages are subject to sublimits and significant deductibles.

Potential Retroactive Premium Assessments

In the event of NEIL losses, NEIL's board of directors may assess member companies' retroactive premiums of amounts up to 10 times their
annual premiums for up to six years after a loss. NEIL has never exercised this assessment. The maximum aggregate annual retrospective
premium obligations for Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida are $159 million, $97 million and $1 million,
respectively. Duke Energy Carolinas’ maximum assessment amount includes 100 percent of potential obligations to NEIL for jointly owned
reactors. Duke Energy Carolinas would seek reimbursement from the joint owners for their portion of these assessment amounts.

ENVIRONMENTAL

The Duke Energy Registrants are subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste
disposal and other environmental matters. These regulations can be changed from time to time, imposing new obligations on the Duke Energy
Registrants. The following environmental matters impact all of the Duke Energy Registrants.

Remediation Activities

In addition to the ARO recorded as a result of various environmental regulations, discussed in Note 9, the Duke Energy Registrants are
responsible for environmental remediation at various sites. These include certain properties that are part of ongoing operations and sites formerly
owned or used by Duke Energy entities. These sites are in various stages of investigation, remediation and monitoring. Managed in conjunction
with relevant federal, state and local agencies, remediation activities vary based upon site conditions and location, remediation requirements,
complexity and sharing of responsibility. If remediation activities involve joint and several liability provisions, strict liability, or cost recovery or
contribution actions, the Duke Energy Registrants could potentially be held responsible for environmental impacts caused by other potentially
responsible parties and may also benefit from insurance policies or contractual indemnities that cover some or all cleanup costs. Liabilities are
recorded when losses become probable and are reasonably estimable. The total costs that may be incurred cannot be estimated because the
extent of environmental impact, allocation among potentially responsible parties, remediation alternatives and/or regulatory decisions have not
yet been determined at all sites. Additional costs associated with remediation activities are likely to be incurred in the future and could be
significant. Costs are typically expensed as Operation, maintenance and other in the Consolidated Statements of Operations unless regulatory
recovery of the costs is deemed probable.
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The court issued orders in 2016 granting Motions for Partial Summary Judgment for seven of the 14 North Carolina plants with coal ash basins
named in the enforcement actions. On February 13, 2017, the court issued an order denying motions for partial summary judgment brought by
both the environmental groups and Duke Energy Carolinas and Duke Energy Progress for the remaining seven plants. On March 15, 2017, Duke
Energy Carolinas and Duke Energy Progress filed a Notice of Appeal with the North Carolina Court of Appeals to challenge the trial court’s order.
The parties were unable to reach an agreement at mediation in April 2017 and submitted briefs to the trial court on remaining issues to be tried.
On August 1, 2018, the Court of Appeals dismissed the appeal and the matter is proceeding before the trial court. No trial date has been
scheduled. Duke Energy Carolinas and Duke Energy Progress cannot predict the outcome of this matter.

Federal Citizens Suits

On June 13, 2016, RRBA filed a federal citizen suit in the Middle District of North Carolina alleging unpermitted discharges to surface water and
groundwater violations at the Mayo Plant. On August 19, 2016, Duke Energy Progress filed a Motion to Dismiss. On April 26, 2017, the court
entered an order dismissing four of the claims in the federal citizen suit. Two claims relating to alleged violations of NPDES permit provisions
survived the motion to dismiss, and Duke Energy Progress filed its response on May 10, 2017. Duke Energy Progress and RRBA each filed
motions for summary judgment on March 23, 2018. The court has not yet ruled on these motions.

On May 16, 2017, RRBA filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina, which asserts two claims
relating to alleged violations of NPDES permit provisions at the Roxboro Plant and one claim relating to the use of nearby water bodies. Duke
Energy Progress and RRBA each filed motions for summary judgment on April 17, 2018, and the court has not yet ruled on these motions.

On May 8, 2018, on motion from Duke Energy Progress, the court ordered trial in both of the above matters to be consolidated. Trial is currently
scheduled to begin July 15, 2019.

On June 20, 2017, RRBA filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina chalienging the closure
plans at the Mayo Plant under the EPA CCR Rule. Duke Energy Progress filed a motion to dismiss, which was granted by the court on March 30,
2018. RRBA had until Aprit 30, 2018, to file an appeal to the Fourth Circuit but did not do so.

On August 2, 2017, RRBA filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina challenging the closure
plans at the Roxboro Plant under the EPA CCR Rule. Duke Energy Progress filed a motion to dismiss on October 2, 2017, which was granted by
the court on May 29, 2018. RRBA had until June 28, 2018, to file an appeal to the Fourth Circuit but did not do so.

On December 5, 2017, various parties filed a federal citizen suit in the U.S. District Court for the Middle District of North Carolina for alleged
violations at Duke Energy Carolinas’ Belews Creek under the CWA. Duke Energy Carolinas' answer to the complaint was filed on August 27,
2018. On October 10, 2018, Duke Energy Carolinas filed Motions to Dismiss for lack of standing, Motion for Judgment on the Pleadings and
Motion to Stay Discovery. On January 9, 2019, the court entered an order denying Duke Energy Carolinas' motion to stay discovery. There has
been no ruling on the other pending motions.

Duke Energy Carolinas and Duke Energy Progress cannot predict the outcome of these matters.
Groundwater Contamination Claims

Beginning in May 2015, a number of residents living in the vicinity of the North Carolina facilities with ash basins received letters from the
NCDEQ advising them not to drink water from the private wells on their land tested by the NCDEQ as the samples were found to have certain
substances at levels higher than the criteria set by the DHHS. Results of CSAs testing performed by Duke Energy under the Coal Ash Act have
been consistent with historical data provided to state regulators over many years. The DHHS and NCDEQ sent follow-up letters on October 15,
2015, to residents near coal ash basins who have had their welis tested, stating that private well samplings at a considerable distance from coal
ash basins, as well as some municipal water supplies, contain similar levels of vanadium and hexavalent chromium, which led investigators to
believe these constituents are naturally occurring. In March 2016, DHHS rescinded the advisories.

Duke Energy Carolinas and Duke Energy Progress have received formal demand letters from residents near Duke Energy Carolinas' and Duke
Energy Progress' coal ash basins. The residents claim damages for nuisance and diminution in property value, among other things. The parties
held three days of mediation discussions, which ended at impasse. On January 6, 2017, Duke Energy Carolinas and Duke Energy Progress
received the plaintiffs' notice of their intent to file suits should the matter not settle. The NCDEQ preliminarily approved Duke Energy’s permanent
water solution plans on January 13, 2017, and as a result shortly thereafter, Duke Energy issued a press release, providing additional details
regarding the homeowner compensation package. This package consists of three components: (i) a $5,000 goodwill payment to each eligible
well owner to support the transition to a new water supply, (ii) where a public water supply is available and selected by the eligible well owner, a
stipend to cover 25 years of water bills and (iii) the Property Value Protection Plan. The Property Value Protection Plan is a program offered by
Duke Energy designed to guarantee eligible plant neighbors the fair market value of their residential property should they decide to sell their
property during the time that the plan is offered. Payments are being made and the remaining reserves are not material.

On August 23, 2017, a class-action suit was filed in Wake County Superior Court, North Carolina, against Duke Energy Carolinas and Duke
Energy Progress on behalf of certain property owners living near coal ash impoundments at Allen, Asheville, Belews Creek, Buck, Cliffside, Lee,
Marshall, Mayo and Roxboro. The class is defined as those who are well-eligible under the Coal Ash Act or those to whom Duke Energy has
promised a permanent replacement water supply and seeks declaratory and injunctive relief, along with compensatory damages. Plaintiffs ailege
that Duke Energy’s improper maintenance of coal ash impoundments caused harm, particularly through groundwater contamination. Despite
NCDEQ'’s preliminary approval, Plaintiffs contend that Duke Energy’s proposed permanent water solutions plan fails to comply with the Coal Ash
Act. On September 28, 2017, Duke Energy Carolinas and Duke Energy Progress filed a Motion to Dismiss and Motion to Strike the class
designation. The parties entered into a Settlement Agreement on January 24, 2018, which resulted in the dismissal of the underlying class action
on January 25, 2018.
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On September 14, 2017, a complaint was filed against Duke Energy Progress in New Hanover County Superior Court by a group of homeowners
residing approximately 1 mile from Duke Energy Progress' Sutton Steam Plant. The homeowners allege that coal ash constituents have been
migrating from ash impoundments at Sutton into their groundwater for decades and that in 2015, Duke Energy Progress discovered these
releases of coal ash, but failed to notify any officials or neighbors and failed to take remedial action. The homeowners claim unspecified physical
and mental injuries as a result of consuming their well water and seek actual damages for personal injury, medical monitoring and punitive
damages. On March 6, 2018, Plaintiffs' counsel voluntarily dismissed the action without prejudice.

Duke Energy Carolinas
Asbestos-related Injuries and Damages Claims

Duke Energy Carolinas has experienced numerous claims for indemnification and medical cost reimbursement related to asbestos exposure.
These claims relate to damages for bodily injuries alleged to have arisen from exposure to or use of asbestos in connection with construction and
maintenance activities conducted on its electric generation plants prior to 1985. As of December 31, 2018, there were 164 asserted claims for
non-malignant cases with the cumulative relief sought of up to $42 million and 87 asserted claims for malignant cases with the cumulative relief
sought of up to $21 million. Based on Duke Energy Carolinas’ experience, it is expected that the ultimate resolution of most of these claims likely
will be less than the amount claimed.

Duke Energy Carolinas has recognized asbestos-related reserves of $630 million and $489 million at December 31, 2018, and 2017,
respectively. These reserves are classified in Other within Other Noncurrent Liabilities and Other within Current Liabilities on the Consolidated
Balance Sheets. These reserves are based upon Duke Energy Carolinas' best estimate for current and future asbestos claims through 2038 and
are recorded on an undiscounted basis. In light of the uncertainties inherent in a longer-term forecast, management does not believe they can
reasonably estimate the indemnity and medical costs that might be incurred after 2038 related to such potential claims. It is possible Duke
Energy Carolinas may incur asbestos liabilities in excess of the recorded reserves.

Duke Energy Carolinas has third-party insurance to cover certain losses related to asbestos-related injuries and damages above an aggregate
self-insured retention. Duke Energy Carolinas’ cumulative payments began to exceed the self-insurance retention in 2008. Future payments up
to the policy limit will be reimbursed by the third-party insurance carrier. The insurance policy limit for potential future insurance recoveries
indemnification and medical cost claim payments is $764 million in excess of the self-insured retention. Receivables for insurance recoveries
were $739 million and $585 million at December 31, 2018, and 2017, respectively. These amounts are classified in Other within Other
Noncurrent Assets and Receivables within Current Assets on the Consolidated Balance Sheets. Duke Energy Carolinas is not aware of any
uncertainties regarding the legal sufficiency of insurance claims. Duke Energy Carolinas believes the insurance recovery asset is probable of
recovery as the insurance carrier continues to have a strong financial strength rating.

Duke Energy Progress and Duke Energy Florida
Spent Nuclear Fuel Matters

On October 16, 2014, Duke Energy Progress and Duke Energy Florida sued the U.S. in the U.S. Court of Federal Claims. The lawsuit claimed
the Department of Energy breached a contract in failing to accept spent nuclear fuel under the Nuciear Waste Policy Act of 1982 and asserted
damages for the cost of on-site storage. Duke Energy Progress and Duke Energy Florida asserted damages for the period January 1, 2011,
through December 31, 2013, of $48 million and $25 million, respectively. On November 17, 2017, the Court awarded Duke Energy Progress and
Duke Energy Florida $48 million and $21 million, respectively, subject to appeal. No appeals were filed and Duke Energy Progress and Duke
Energy Fiorida recognized the recoveries in the first quarter of 2018. Claims for all periods through 2013 have been resolved. On June 22, 2018,
Duke Energy Progress and Duke Energy Florida filed a complaint for damages incurred for 2014 through first quarter 2018.

Duke Energy Progress
Gypsum Supply Agreements Matter

On June 30, 2017, CertainTeed filed a declaratory judgment action against Duke Energy Progress in the North Carolina Business Court relating
to a gypsum supply agreement. In its complaint, CertainTeed sought an order from the court declaring that the minimum amount of gypsum Duke
Energy Progress must provide to CertainTeed under the supply agreement was 50,000 tons per month through 2029. Trial in this matter was
completed on July 16, 2018. On August 29, 2018, the court issued an order and opinion finding that Duke Energy Progress is required to supply
50,000 tons of gypsum/month, but that CertainTeed’s sole remedy for Duke Energy Progress’ long-term discontinuance under the agreement is
liquidated damages. On November 14, 2018, the parties reached a settiement agreement. The amount owed under the liquidated damages
provision is approximately $90 million on an undiscounted basis over 10 years. Approximately $3 million was paid in 2018. As of December 31,
2018, $9 million is recorded in Accounts payable within Current Liabilities and $63 million in Other within Other Noncurrent Liabilities on the
Consolidated Balance Sheets. The liability is recorded on a discounted basis at a rate of approximately 4 percent. These costs are probable of
recovery from customers and are recorded in Regulatory Assets within Other Noncurrent Assets on the Consolidated Balance Sheets.
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Duke Energy Florida

Fluor Contract Litigation

On January 29, 2019, Fluor filed a breach of contract lawsuit in the U.S. District Court for the Middle District of Florida against Duke Energy
Florida related to an EPC agreement for the combined-cycle natural gas plant in Citrus County, Florida. Fluor filed an amended complaint on
February, 13, 2019. Fluor's multicount complaint seeks civil, statutory and contractual remedies related to Duke Energy Florida’s $67 million draw
in early 2019, on Fluor’s letter of credit and offset of invoiced amounts. Duke Energy Florida is attempting to recover from Fluor $110 million in
additional costs incurred by Duke Energy Florida. Duke Energy Florida cannot predict the outcome of this matter. See Note 4 for additional
information.

Class-Action Lawsuit

On February 22, 2016, a lawsuit was filed in the U.S. District Court for the Southern District of Fiorida on behalf of a class of Duke Energy Florida
and FP&L’s customers in Florida. The suit alleges the State of Florida’s NCRS are unconstitutional and pre-empted by federal law. Plaintiffs claim
they are entitled to repayment of all money paid by customers of Duke Energy Florida and FP&L as a result of the NCRS, as well as an injunction
against any future charges under those statutes. The constitutionality of the NCRS has been challenged unsuccessfully in a number of prior
cases on alternative grounds. Duke Energy Florida and FP&L filed motions to dismiss the complaint on May 5, 2016. On September 21, 2016,
the Court granted the motions to dismiss with prejudice. Plaintiffs filed a motion for reconsideration, which was denied. On January 4, 2017,
plaintiffs filed a notice of appeal to the Eleventh Circuit U.S. Court of Appeals (Eleventh Circuit). On July 11, 2018, the Eleventh Circuit affirmed
the U.S. District Court's dismissal of the lawsuit. The deadline to file a petition for cert was October 9, 2018, and no petition was filed; therefore,
the dismissal of the lawsuit is final.

Westinghouse Contract Litigation

On March 28, 2014, Duke Energy Florida filed a lawsuit against Westinghouse in the U.S. District Court for the Western District of North
Carolina. The lawsuit seeks recovery of $54 million in milestone payments in excess of work performed under an EPC for Levy as well as a
determination by the court of the amounts due to Westinghouse as a result of the termination of an EPC contract. Duke Energy Florida
recognized an exit obligation as a result of the termination of the EPC. On March 31, 2014, Westinghouse filed a separate lawsuit against Duke
Energy Florida in U.S. District Court for the Western District of Pennsylvania alleging damages under the same EPC contract in excess of $510
million for engineering and design work, costs to end supplier contracts and an alleged termination fee. On June 9, 2014, the judge in the North
Carolina case ruled that the litigation will proceed in the Western District of North Carolina.

On July 11, 2018, Duke Energy Florida and Westinghouse filed separate Motions for Summary Judgment. On September 29, 2016, the court
issued its ruling, granting Westinghouse a $30 million termination fee claim and dismissing Duke Energy Florida's $54 million refund claim.
Westinghouse's claim for termination costs continued to trial. Following a trial on the matter, the court issued an order in December 2016 denying
Westinghouse’s claim for termination costs and reaffirming its earlier ruling in favor of Westinghouse on the $30 million termination fee. Judgment
was entered against Duke Energy Florida in the amount of approximately $34 million, which includes prejudgment interest. Westinghouse
appealed the trial court's order to the Fourth Circuit and Duke Energy Florida cross-appealed.

On March 29, 2017, Westinghouse filed Chapter 11 bankruptcy in the Southern District of New York, which automatically stayed the appeal. On
May 23, 2017, the bankruptcy court entered an order lifting the stay with respect to the appeal. Westinghouse and Duke Energy Florida executed
a settlement agreement resolving this matter on Aprit 5, 2018. The bankruptcy court approved the settlement and Duke Energy Florida paid
approximately $34 million to Westinghouse in July 2018 pursuant to this agreement. At the request of the parties, the Fourth Circuit has
dismissed the appeal.

MGP Cost Recovery Action

On December 30, 2011, Duke Energy Florida filed a lawsuit against FirstEnergy to recover investigation and remediation costs incurred by Duke
Energy Florida in connection with the restoration of two former MGP sites in Florida. Duke Energy Florida alleged that FirstEnergy, as the
successor to Associated Gas & Electric Co., owes past and future contribution and response costs of up to $43 miliion for the investigation and
remediation of MGP sites. On December 6, 2016, the trial court entered judgment against Duke Energy Florida in the case. In January 2017,
Duke Energy Florida appealed the decision to the U.S. Court of Appeals for the Sixth Circuit, which affirmed the trial court's ruling on April 10,
2018. The dismissal of the lawsuit is therefore final.

Other Litigation and Legal Proceedings

The Duke Energy Registrants are involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of
which involve significant amounts. The Duke Energy Registrants believe the final disposition of these proceedings will not have a material effect
on their resuits of operations, cash flows or financial position.
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Money pool receivable balances are reflected within Notes receivable from affiliated companies on the Subsidiary Registrants’ Consolidated
Balance Sheets. Money pool payable balances are reflected within either Notes payable to affiliated companies or Long-Term Debt Payable to
Affiliated Companies on the Subsidiary Registrants’ Consolidated Balance Sheets.

Restrictive Debt Covenants

The Duke Energy Registrants’ debt and credit agreements contain various financial and other covenants. Duke Energy's Master Credit Facility
contains a covenant requiring the debt-to-total capitalization ratio not to exceed 65 percent for each borrower, excluding Piedmont, and 70
percent for Piedmont. Failure to meet those covenants beyond applicable grace periods could result in accelerated due dates and/or termination
of the agreements. As of December 31, 2018, each of the Duke Energy Registrants was in compliance with all covenants related to their debt
agreements. In addition, some credit agreements may allow for acceleration of payments or termination of the agreements due to nonpayment,
or acceleration of other significant indebtedness of the borrower or some of its subsidiaries. None of the debt or credit agreements contain
material adverse change clauses.

Other Loans

As of December 31, 2018, and 2017, Duke Energy had loans outstanding of $741 million, including $37 million at Duke Energy Progress and
$701 million, including $38 million at Duke Energy Progress, respectively, against the cash surrender value of life insurance policies it owns on
the lives of its executives. The amounts outstanding were carried as a reduction of the related cash surrender value that is included in Other
within Other Noncurrent Assets on the Consolidated Balance Sheets.

7. GUARANTEES AND INDEMNIFICATIONS

Duke Energy and Progress Energy have various financial and performance guarantees and indemnifications, which are issued in the normal
course of business. As discussed below, these contracts include performance guarantees, standby letters of credit, debt guarantees, surety
bonds and indemnifications. Duke Energy and Progress Energy enter into these arrangements to facilitate commercial transactions with third
parties by enhancing the value of the transaction to the third party. At December 31, 2018, Duke Energy and Progress Energy do not believe
conditions are likely for significant performance under these guarantees. To the extent liabilities are incurred as a result of the activities covered
by the guarantees, such liabilities are included on the accompanying Consolidated Balance Sheets.

On January 2, 2007, Duke Energy completed the spin-off of its natural gas businesses to shareholders. Guarantees issued by Duke Energy or its
affiliates, or assigned to Duke Energy prior to the spin-off, remained with Duke Energy subsequent to the spin-off. Guarantees issued by Spectra
Capital or its affiliates prior to the spin-off remained with Spectra Capital subsequent to the spin-off, except for guarantees that were later
assigned to Duke Energy. Duke Energy has indemnified Spectra Capital against any losses incurred under certain of the guarantee obligations
that remain with Spectra Capital. At December 31, 2018, the maximum potential amount of future payments associated with these guarantees
was $205 million, the majority of which expires by 2028.

Duke Energy has issued performance guarantees to customers and other third parties that guarantee the payment and performance of other
parties, including certain non-wholly owned entities, as well as guarantees of debt of certain non-consolidated entities and less than wholly
owned consolidated entities. If such entities were to default on payments or performance, Duke Energy would be required under the guarantees
to make payments on the obligations of the less than wholly owned entity. The maximum potential amount of future payments required under
these guarantees as of December 31, 2018, was $296 million. Of this amount, $11 million relates to guarantees issued on behalf of less than
wholly owned consolidated entities, with the remainder related to guarantees issued on behalf of third parties and unconsolidated affiliates of
Duke Energy. Of the guarantees noted above, $248 million of the guarantees expire between 2019 and 2030, with the remaining performance
guarantees having no contractual expiration.

In October 2017, ACP executed a $3.4 billion revolving credit facility with a stated maturity date of October 2021. Duke Energy entered into a
guarantee agreement to support its share of the ACP revolving credit facility. Duke Energy's maximum exposure to loss under the terms of the
guarantee is $677 million as of December 31, 2018. This amount represents 47 percent of the outstanding borrowings under the credit facility.

Duke Energy guaranteed debt issued by Duke Energy Carolinas of $650 million as of December 31, 2018, and 2017.

Duke Energy has guaranteed certain issuers of surety bonds, obligating itself to make payment upon the failure of a wholly owned and former
non-wholly owned entity to honor its obligations to a third party. Under these arrangements, Duke Energy has payment obligations that are
triggered by a draw by the third party or customer due to the failure of the wholly owned or former non-wholly owned entity to perform according
to the terms of its underlying contract. At December 31, 2018, Duke Energy had guaranteed $63 million of outstanding surety bonds, most of
which have no set expiration.

Duke Energy uses bank-issued standby letters of credit to secure the performance of wholly owned and non-wholly owned entities to a third
party or customer. Under these arrangements, Duke Energy has payment obligations to the issuing bank that are triggered by a draw by the third
party or customer due to the failure of the wholly owned or non-wholly owned entity to perform according to the terms of its underlying contract.
At December 31, 2018, Duke Energy had issued a total of $454 million in letters of credit, which expire between 2019 and 2022. The unused
amount under these letters of credit was $60 million.

Duke Energy recognized $23 million and $21 million, as of December 31, 2018, and 2017, respectively, primarily in Other within Other
Noncurrent Liabilities on the Consolidated Balance Sheets, for the guarantees discussed above. As current estimates change, additional losses
related to guarantees and indemnifications to third parties, which could be material, may be recorded by the Duke Energy Registrants in the
future.
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23. INCOME TAXES
Tax Act

On December 22, 2017, President Trump signed the Tax Act into law. Among other provisions, the Tax Act lowered the corporate federal income
tax rate from 35 to 21 percent, limits interest deductions outside of regulated utility operations, requires the normalization of excess deferred
taxes associated with property under the average rate assumption method as a prerequisite to qualifying for accelerated depreciation and
repealed the federal manufacturing deduction. The Tax Act also repealed the corporate AMT and stipulates a refund of 50 percent of remaining
AMT credit carryforwards (to the extent the credits exceed regular tax for the year) for tax years 2018, 2019 and 2020 with alt remaining AMT
credits to be refunded in tax year 2021.

On December 22, 2017, the SEC staff issued SAB 118, Income Tax Accounting Implications of the Tax Cuts and Jobs Act, 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
ASC Topic 740. In accordance with SAB 118, a company must reflect the income tax effects 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 a provisional estimate in the financial statements in the
first reporting period in which a reasonable estimate can be determined.

As of December 31, 2018, the accounting for the effects of the Tax Act is complete. During the year ended December 31, 2018, Duke Energy
recorded the following measurement period adjustments in accordance with SAB 118:

. Additional tax expense of $23 million related to the completion of the analysis of Duke Energy’s existing regulatory liability related to
deferred taxes;

. A $10 million tax benefit for the remeasurement of deferred tax assets and deferred tax liabilities primarily related to the guidance on
bonus depreciation issued by the IRS in August 2018 affecting the computation of the Company's 2017 Federal income tax liability;

. Additional tax expense of $7 million related to the portion of the deferred tax asset as of December 31, 2017, that represents
nondeductible long-term incentives under the Tax Act’s limitation on the deductibility of executive compensation; and

. During the fourth quarter of 2018, the Company released the $76 million valuation allowance that it recorded in the first quarter of 2018
as a result of additional guidance published by the {RS that stated refundable AMT credits would not be subject to sequestration.

. The majority of Duke Energy’s operations are regulated and it is expected that the Subsidiary Registrants will ultimately pass on the

savings associated with the amount representing the remeasurement of deferred tax balances related to regulated operations to
customers. For Duke Energy's regulated operations, where the reduction is expected to be returned to customers in future rates, the
remeasurement has been deferred as a regulatory liability. During 2018, Duke Energy recorded an additional regulatory liability of $83
million, representing the revaluation of those deferred tax balances. The Subsidiary Registrants continue to respond to requests from
regulators in various jurisdictions to determine the timing and magnitude of savings they will pass on to customers.

In addition, during 2018 Duke Energy reciassified $573 million of AMT credit carryforwards from noncurrent deferred tax liabilities to a current
federal income tax receivable as the Company expects to receive this amount via a refund from the IRS in 2019, based on the expected filing of
Duke Energy's 2018 income tax return in the second quarter of 2019.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by
the Duke Energy Registrants in the reports they file or submit under the Exchange Act is recorded, processed, summarized and reported, within
the time periods specified by the SEC rules and forms.

Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that
information required to be disclosed by the Duke Energy Registrants in the reports they file or submit under the Exchange Act is accumulated
and communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions
regarding required disclosure.

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, the Duke
Energy Registrants have evaluated the effectiveness of their disclosure controls and procedures (as such term is defined in Rule 13a-15(¢) and
15d-15(e) under the Exchange Act) as of December 31, 2018, and, based upon this evaluation, the Chief Executive Officer and Chief Financial
Officer have concluded that these controls and procedures are effective in providing reasonable assurance of compliance.

Changes in Internal Control Over Financial Reporting

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, the Duke
Energy Registrants have evaluated changes in internal control over financial reporting (as such term is defined in Rules 13a-15 and 15d-15
under the Exchange Act) that occurred during the fiscal quarter ended December 31, 2018, and have concluded no change has materially
affected, or is reasonably likely to materially affect, internal control over financial reporting.

Management’s Annual Report on Internal Control Over Financial Reporting

The Duke Energy Registrants’ management is responsible for establishing and maintaining an adequate system of internal control over financial
reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). The Duke Energy Registrants’ internal control system was
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes, in accordance with generally accepted accounting principles in the United States. Due to inherent limitations, internal control over
financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness of the internal control over
financial reporting to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the
degree of compliance with policies and procedures may deteriorate.

The Duke Energy Registrants’ management, including their Chief Executive Officer and Chief Financial Officer, has conducted an evaluation of
the effectiveness of their internal control over financial reporting as of December 31, 2018, based on the framework in the Internal Control —
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on that evaluation,
management concluded that its internal controls over financial reporting were effective as of December 31, 2018.

Deloitte & Touche LLP, Duke Energy’s independent registered public accounting firm, has issued an attestation report on the effectiveness of
Duke Energy’s internal control over financial reporting, which is included herein. This report is not applicable to the Subsidiary Registrants as
these companies are not accelerated or large accelerated filers.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders and the Board of Directors of Duke Energy Corporation
Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Duke Energy Corporation and subsidiaries (the “Company”) as of December 31,
2018, based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2018, based on criteria established in Internal Controf - Integrated Framework (2013) issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the
consolidated financial statements as of December 31, 2018, of the Company and our report dated February 28, 2019, expressed an unqualified
opinion on those financial statements.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying Management's Annual Report on Internal Control Over
Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit. We
are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company'’s internal contro! over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Aiso, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 28, 2019
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ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Consolidated Financial Statements, Supplemental Financial Data and Supplemental Schedules included in Part Ii of this Annual Report are
as follows:

Duke Energy Corporation
Consolidated Financial Statements
Consolidated Statements of Operations for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Balance Sheets as of December 31, 2018, and 2017
Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, 2017 and 2016
Notes to the Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)
Report of Independent Registered Public Accounting Firm
All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial

Statements or Notes.

Duke Energy Carolinas, LLC
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive [ncome for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Balance Sheets as of December 31, 2018, and 2017
Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, 2017 and 2016
Notes to the Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)
Report of Independent Registered Public Accounting Firm
All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial
Statements or Notes.

Progress Energy, Inc.
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Balance Sheets as of December 31, 2018, and 2017
Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, 2017 and 2016
Notes to the Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)
Report of independent Registered Public Accounting Firm
All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial
Statements or Notes.

Duke Energy Progress, LLC
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Balance Sheets as of December 31, 2018, and 2017
Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, 2017 and 2016
Notes to the Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)
Report of Independent Registered Public Accounting Firm
All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial
Statements or Notes.

Duke Energy Florida, LLC
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Balance Sheets as of December 31, 2018, and 2017
Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, 2017 and 2016
Notes to the Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)
Report of Independent Registered Public Accounting Firm
All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial
Statements or Notes.
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Consolidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2018, 2017 and 2016

Consolidated Balance Sheets as of December 31, 2018, and 2017

Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, 2017 and 2016

Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, 2017 and 2016

Notes to the Consolidated Financial Statements

Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)

Report of Independent Registered Public Accounting Firm

All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial

Statements or Notes.

Duke Energy Indiana, LLC
Consolidated Financial Statements
Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Balance Sheets as of December 31, 2018, and 2017
Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, 2017 and 2016
Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, 2017 and 2016
Notes to the Consolidated Financial Statements
Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)
Report of Independent Registered Public Accounting Firm
All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial
Statements or Notes.

.Piedmont Natural Gas Company, Inc.

Consolidated Financial Statements .

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2018, and 2017, Two Months
Ended December 31, 2016, and the Year Ended October 31, 2016

Consolidated Balance Sheets as of December 31, 2018, and 2017

Consolidated Statements of Cash Flows for the Years Ended December 31, 2018, and 2017, Two Months Ended December 31, 2016, and
the Year Ended October 31, 2016

Consolidated Statements of Changes in Equity for the Years Ended December 31, 2018, and 2017, Two Months Ended December 31,
2016, and the Year Ended October 31, 2016

Notes to the Consolidated Financial Statements

Quarterly Financial Data, (unaudited, included in Note 26 to the Consolidated Financial Statements)

Report of independent Registered Public Accounting Firm

All other schedules are omitted because they are not required, or because the required information is included in the Consolidated Financial
Statements or Notes.
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