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DUKE ENERGY CAROLINAS 

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

September 30, 2018 

(in millions) Total Fair Value Level 1 Level2 Not Categorized 

NDTF equity securities $ 2,890 $ 2,821 $ $ 69 

NDTF debt securities 1,046 122 924 

Derivative assets 7 7 

Total assets 3,943 2,943 931 69 

Derivative liabilities (28) (28) 

Net assets $ 3,915 $ 2,943 $ 903 $ 69 

December 31 , 2017 

(in millions) Total Fair Value Level 1 Level2 Not Categorized 

NDTF equity securities $ 2,692 $ 2,618 $ $ 74 

NDTF debt securities 1,066 204 862 

Derivative assets 2 2 

Total assets 3,760 2,822 864 74 

Derivative liabilities (35) (1) (34) 

Net assets $ 3,725 $ 2,821 $ 830 $ 74 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements. 

(in millions) 

Balance at beginning of period 

Total pretax realized or unrealized gains included in comprehensive 
income 

Purchases , sales, issuances and settlements: 

Sales 

Balance at end of period 

$ 

$ 

Investments 

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

2018 2017 2018 2017 

$ $ $ 3 

(4) 

$ $ $ 

84 
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PROGRESS ENERGY 

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

September 30, 2018 December 31, 2017 

(in millions) Total Fair Value Level 1 Level2 Total Fair Value Level 1 

NDTF equity securities $ 2,382 $ 2,382 $ $ 2,222 $ 2,222 $ 

NDTF debt securities 1,085 388 697 1,108 431 

Other debt securities 66 18 48 59 12 

Derivative assets 3 3 3 

Total assets 3,536 2,788 748 3,392 2,666 

Derivative liabilities (37) (37) (36) (1) 

Net assets $ 3,499 $ 2,788 $ 711 $ 3,356 $ 2,665 $ 

DUKE ENERGY PROGRESS 

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

September 30, 2018 December 31, 2017 

(in millions) Total Fair Value Level 1 Level2 Total Fair Value Level 1 

NDTF equity securities $ 1,913 $ 1,913 $ $ 1,795 $ 1,795 

NDTF debt securities 823 254 569 796 243 

Other debt securities 8 8 1 

Derivative assets 2 2 2 

Total assets 2,746 2,175 571 2,594 2,040 

Derivative liabilities (24) (24) (18) (1) 

Net assets $ 2,722 $ 2,175 $ 547 $ 2,576 $ 2,039 

DUKE ENERGY FLORIDA 

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

September 30, 2018 December 31, 2017 

(in millions) Total Fair Value Level 1 Level2 Total Fair Value Level 1 

NDTF equity securities $ 469 $ 469 $ $ 427 $ 427 

NDTF debt securities 262 134 128 312 188 

Other debt securities 48 48 48 1 

Derivative assets 

Total assets 780 603 177 788 616 

Derivative liabilities (5) (5) (12) 

Net assets $ 775 $ 603 $ 172 $ 776 $ 616 

DUKE ENERGY OHIO 

The following table provides recorded balances for assets and liabilities measured at fair value on a recurring basis on the Condensed Consolidated Balance Sheets . 

(in millions) 

Derivative assets 

Derivative liabilities 

Net assets (liabilities) 

$ 

$ 

September 30, 2018 

Total Fair Value Level2 

8 $ $ 

(4) (4) 

4 $ (4) $ 

85 

December 31, 2017 

Level3 Total Fair Value Level2 

8 $ 1 $ $ 

(5) (5) 

8 $ (4) $ (5) $ 

$ 

$ 

$ 

$ 

Level2 

677 

47 

2 

726 

(35) 

691 

Level2 

553 

554 

(17) 

537 

Level2 

124 

47 

172 

(12) 

160 

Level3 
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The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements. 

Derivatives (net) 

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

(in millions) 

Balance at beginning of period 

Purchases , sales, issuances and settlements: 

Purchases 

Settlements 

Total gains (losses) included on the Condensed Consolidated 
Balance Sheet 

Balance at end of period 

DUKE ENERGY INDIANA 

2018 

$ 9 

(1) 

$ 8 

2017 2018 

$ 3 $ $ 

7 

( 1) (2) 

2 

$ 2 $ 8 $ 

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

September 30, 2018 December 31, 2017 

(in millions) Total Fair Value Level 1 Level2 Level3 Total Fair Value Level 1 Level2 

Other equity securities $ 78 $ 78 $ $ $ 97 $ 97 $ $ 

Other debt securities 40 40 31 31 

Derivative assets 29 29 27 

Total assets $ 147 $ 78 $ 40 $ 29 $ 155 $ 97 $ 31 $ 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value using Level 3 measurements. 

Derivatives (net) 

2017 

5 

3 

(3) 

(3) 

2 

Level3 

27 

27 

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

(in millions) 

Balance at beginning of period 

Purchases, sales, issuances and settlements: 

Purchases 

Settlements 

Total losses included on the Condensed Consolidated Balance 
Sheet 

Balance at end of period 

$ 

$ 

2018 

44 $ 

(13) 

(2) 

29 $ 

86 

2017 2018 2017 

51 $ 27 $ 16 

49 52 

(11) (41) (27) 

(12) (6) (13) 

28 $ 29 $ 28 
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PIEDMONT 

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

September 30, 2018 

(in millions) Total Fair Value Level 1 Level3 

Derivative assets $ 4 $ 4 $ 
Derivative liabilities (153) (153) 

Net (liabilities) assets $ (149) $ 4 $ (153) 

December 31, 2017 

(in millions) Total Fair Value Level 1 Level3 

Other debt securities $ $ $ 
Derivative assets 2 2 

Total assets 3 3 

Derivative liabilities (142) (142) 

Net (liabilities) assets $ (139) $ 3 $ (142) 

The following table provides a reconciliation of beg inning and ending balances of assets and liabilities measured at fair value using Level 3 measurements. 

Derivatives (net) 

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

(in millions) 2018 2017 2018 2017 

Balance at beginning of period $ (150) $ (145) $ (142) $ (187) 

Total (losses) gains and settlements (3) 22 (11) 64 

Balance at end of period $ (153) $ (123) $ (153) $ (123) 

87 
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QUANTITATIVE INFORMATION ABOUT UNOBSERVABLE INPUTS 

The following tables include quantitative information about the Duke Energy Registrants' derivatives classified as Level 3. 

Investment Type 

Duke Energy Ohio 

Financial Transmission Rights 
{FTRs) 

Duke Energy Indiana 

FTRs 

Piedmont 

Natural gas contracts 

Duke Energy 

Total Level 3 derivatives 

Investment Type 

Duke Energy Ohio 

FTRs 

Duke Energy Indiana 

FTRs 

Piedmont 

Natural gas contracts 

Duke Energy 

Total Level 3 derivatives 

$ 

$ 

$ 

$ 

OTHER FAIR VALUE DISCLOSURES 

Fair Value 

(in millions) Valuation Technique 

8 RTO auction pricing 

29 RTO auction pricing 

(153) Discounted cash flow 

(116) 

Fair Value 

(in millions) Valuation Technique 

RTO auction pricing 

27 RTO auction pricing 

(142) Discounted cash flow 

(114) 

September 30, 2018 

Unobservable Input 

FTR price - per megawatt-hour (MWh) 

FTR price - per MWh 

Forward natural gas curves - price per million British 
thermal unit (MMBtu) 

December 31, 2017 

Unobservable Input 

FTR price - per MWh 

FTR price - per MWh 

Forward natural gas curves - price per MMBtu 

Range 

$ 1.03 - $ 4.10 

(2.32) 8.11 

1.74 3.41 

Range 

$ 0.07 - $ 1.41 

(0.77) 7.44 

2.10 2.88 

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

September 30, 2018 December 31, 2017 

(in millions) Book Value Fair Value Book Value Fair Value 

Duke Energy!•) $ 53,962 $ 53,949 $ 52,279 $ 55,331 

Duke Energy Carolinas 10,395 10,887 10,103 11,372 

Progress Energy 18,912 19,825 17,837 20,000 

Duke Energy Progress 8,154 8,231 7,357 7,992 

Duke Energy Florida 7,371 7,749 7,095 7,953 

Duke Energy Ohio 2,066 2,136 2,067 2,249 

Duke Energy Indiana 3,783 4,178 3,783 4,464 

Piedmont 2,138 2,175 2,037 2,209 

(a) Book value of long-term debt includes $1.6 billion as of September 30, 2018, and $1.7 billion as of December 31, 2017, of unamortized debt discount and premium, net 
in purchase accounting adjustments related to the mergers with Progress Energy and Piedmont that are excluded from fair value of long-term debt. 

At both September 30, 2018, and December 31, 2017, fair value of cash and cash equivalents, accounts and notes receivable, accounts payable, notes payable and 
commercial paper, and nonrecourse notes payable of V/Es are not materially different from their carrying amounts because of the short-term nature of these instruments and/or 
because the stated rates approximate market rates. 

88 
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12. VARIABLE INTEREST ENTITIES 

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

CONSOLIDATED VIEs 

The obligations of the consolidated VIEs discussed in the following paragraphs are nonrecourse to the Duke Energy registrants. The registrants have no requirement to provide 
liquidity to, purchase assets of or guarantee performance of these VI Es unless noted in the following paragraphs. 

No financial support was provided to any of the consolidated VIEs during the nine months ended September 30, 2018, and the year ended December 31, 2017, or is expected to 
be provided in the future, that was not previously contractually required. 

Receivables Financing - DERF / DEPR / DEFR 

Duke Energy Receivables Finance Company, LLC (DERF), Duke Energy Progress Receivables, LLC (DEPR) and Duke Energy Florida Receivables , LLC (DEFR) are 
bankruptcy remote, special purpose subsidiaries of Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida, respectively . DERF, DEPR and DEFR are wholly 
owned limited liability companies with separate legal existence from their parent companies , and their assets are not generally available to creditors of their parent companies. 
On a revolving basis , DERF, DEPR and DEFR buy certain accounts receivable arising from the sale of electricity and related services from their parent companies. 

DERF, DEPR and DEFR borrow amounts under credit facilities to buy these receivables. Borrowing availability from the credit facilities is limited to the amount of qualified 
receivables purchased. The sole source of funds to satisfy the related debt obligations is cash collections from the receivables. Amounts borrowed under the credit facilities are 
reflected on the Condensed Consolidated Balance Sheets as Long-Term Debt. 

The most significant activity that impacts the economic performance of DERF, DEPR and DEFR are the decisions made to manage delinquent receivables . Duke Energy 
Carolinas, Duke Energy Progress and Duke Energy Florida consolidate DERF, DEPR and DEFR, respectively, as they make those decisions . 

Receivables Financing - CRC 

CRC is a bankruptcy remote, special purpose entity indirectly owned by Duke Energy. On a revolving basis , CRC buys certain accounts receivable arising from the sale of 
electricity, natural gas and related services from Duke Energy Ohio and Duke Energy Indiana. CRC borrows amounts under a credit facility to buy the receivables from Duke 
Energy Ohio and Duke Energy Indiana. Borrowing availability from the credit facility is limited to the amount of qualified receivables sold to CRC. The sole source of funds to 
satisfy the related debt obligation is cash collections from the receivables. Amounts borrowed under the credit facility are reflected on Duke Energy's Condensed Consolidated 
Balance Sheets as Long-Term Debt. 

The proceeds Duke Energy Ohio and Duke Energy Indiana receive from the sale of receivables to CRC are typically 75 percent cash and 25 percent in the form of a 
subordinated note from CRC. The subordinated note is a retained interest in the receivables sold. Depending on collection experience, additional equity infusions to CRC may 
be required by Duke Energy to maintain a minimum equity balance of $3 million. 

CRC is considered a VIE because (i) equity capitalization is insufficient to support its operations, (ii) power to direct the activities that most significantly impact the economic 
performance of the entity are not performed by the equity holder and (iii) deficiencies in net worth of CRC are funded by Duke Energy. The most significant activities that impact 
the economic performance of CRC are decisions made to manage delinquent receivables . Duke Energy consolidates CRC as it makes these decisions. Neither Duke Energy 
Ohio nor Duke Energy Indiana consolidate CRC. 

Receivables Financing - Credit Facilities 

The following table summarizes the amounts and expiration dates of the credit facilities and associated restricted receivables described above. 

(in millions) 

Expiration date 

Credit facility amount 

Amounts borrowed at September 30, 2018 

Amounts borrowed at December 31, 2017 

Restricted Receivables at September 30, 2018 

Restricted Receivables at December 31, 2017 

$ 

CRC 

December 2020 

325 $ 

325 

325 

504 

545 

89 

Duke Energy 

Duke Energy Duke Energy 

Carolinas Progress 

DERF DEPR 

December 2020 February 2021 

450 $ 300 

450 300 

450 300 

795 635 

640 459 

Duke Energy 

Florida 

DEFR 

April 2021 

$ 225 

225 

225 

456 

317 
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Nuclear Asset-Recovery Bonds - DEFPF 

Duke Energy Florida Project Finance, LLC (DEFPF) is a bankruptcy remote, wholly owned special purpose subsidiary of Duke Energy Florida. DEFPF was formed in 2016 for 
the sole purpose of issuing nuclear asset-recovery bonds to finance Duke Energy Florida's unrecovered regulatory asset related to Crystal River Unit 3. 

In June 2016, DEFPF issued senior secured bonds and used the proceeds to acquire nuclear asset-recovery property from Duke Energy Florida. The nuclear asset-recovery 
property acquired includes the right to impose, bill, collect and adjust a non-by passable nuclear asset-recovery charge from all Duke Energy Florida retail customers until the 
bonds are paid in full and all financing costs have been recovered. The nuclear asset-recovery bonds are secured by the nuclear asset-recovery property, and cash 
collections from the nuclear asset-recovery charges are the sole source of funds to satisfy the debt obligation. The bondholders have no recourse to Duke Energy Florida. 

DEFPF is considered a VIE primarily because the equity capitalization is insufficient to support its operations. Duke Energy Florida has the power to direct the significant 
activities of the VIE as described above, and therefore Duke Energy Florida is considered the primary beneficiary and consolidates DEF PF. 

The following table summarizes the impact of DEFPF on Duke Energy Florida's Condensed Consolidated Balance Sheets. 

(in millions) 

Receivables ofVIEs 

Regulatory Assets: Current 

Current Assets: Other 

Other Noncurrent Assets: Regulatory assets 

Current Liabilities: Other 

Current maturities of long-term debt 

Long-Term Debt 

Commercial Renewables 

$ 

September 30, 2018 

7 

52 

14 

1,055 

3 

53 

1,111 

December 31, 2017 

$ 4 

51 

40 

1,091 

10 

53 

1,164 

Certain of Duke Energy's renewable energy facilities are VIEs due to Duke Energy issuing guarantees for debt service and operations and maintenance reserves in support of 
debt financings. Assets are restricted and cannot be pledged as collateral or sold to third parties without prior approval of debt holders. The activities that most significantly 
impact the economic performance of these renewable energy facilities were decisions associated with siting, negotiating PPAs, engineering, procurement and construction and 
decisions associated with ongoing operations and maintenance-related activities. Duke Energy consolidates the entities as it is responsible for all of these decisions. 

The table below presents material balances reported on Duke Energy's Condensed Consolidated Balance Sheets related to renewables VIEs. 

(in millions) 

Current Assets: Other 

Property, plant and equipment, cost 

Accumulated depreciation and amortization 

Other Noncurrent Assets: Other 

Current maturities of long-term debt 

Long-Term Debt 

Other Noncurrent Liabilities: Deferred income taxes 

Other Noncurrent Liabilities: Other 

$ 

90 

September 30, 2018 

203 

4,025 

(695) 

268 

175 

1,604 

225 

December 31, 2017 

$ 174 

3,923 

(591) 

50 

170 

1,700 

(148) 

241 
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NON-CONSOLIDATED VIEs 

The following tables summarize the impact of non-consolidated VI Es on the Condensed Consolidated Balance Sheets. 

September 30, 2018 

Duke Energy 

Pipeline Commercial Other 

(in millions) lnvestmentsl•I Renewables VIEs 

Receivables from affiliated companies $ $ $ $ 

Investments in equity method unconsolidated affiliates 729 190 47 

Total assets $ 729 $ 190 $ 47 $ 

Other current liabilities 3 

Deferred income taxes 14 

Other noncurrent liabilities 11 

Total liabilities $ 14 $ $ 14 $ 

Net assets $ 715 $ 190 $ 33 $ 

(a) See Pipeline Investments table below for further details regarding Investments in equity method unconsolidated affiliates. 

(in millions) 

Receivables from affiliated companies 

Investments in equity method unconsolidated affiliates 

Other noncurrent assets 

Total assets 

Taxes accrued 

Other current liabilities 

Deferred income taxes 

Other noncurrent liabilities 

Total liabilities 

Net assets 

$ 

$ 

$ 

$ 

Pipeline 

Investments 

697 

17 

714 

(29) 

42 

13 

701 

$ 

$ 

$ 

$ 

Duke Energy 

Commercial 

Renew ables 

180 

$ 

180 $ 

$ 

180 $ 

December 31, 2017 

Other 

VIEs 

42 

$ 

42 $ 

4 

12 

16 $ 

26 $ 

Total 

966 

966 

3 

14 

11 

28 

938 

Total 

919 

17 

936 

(29) 

4 

42 

12 

29 

907 

Duke Duke 

Energy Energy 

Ohio Indiana 

$ 56 $ 94 

$ 56 $ 94 

$ $ 

$ 56 $ 94 

Duke Duke 

Energy Energy 

Ohio Indiana 

$ 87 $ 106 

$ 87 $ 106 

$ $ 

$ 87 $ 106 

The Duke Energy Registrants are not aware of any situations where the maximum exposure to loss significantly exceeds the carrying values shown above except for the 
power purchase agreement with OVEC, which is discussed below, and various guarantees, some of which are reflected in the table above as Other noncurrent liabilities. For 
more information on various guarantees, refer to Note 4. 

Pipeline Investments 

Duke Energy has investments in various joint ventures with pipeline projects currently under construction. These entities are considered VI Es due to having insufficient equity to 
finance their own activities without subordinated financial support. Duke Energy does not have the power to direct the activities that most significantly impact the economic 
performance, the obligation to absorb losses or the right to receive benefits of these VI Es and therefore does not consolidate these entities. 

The table below presents Duke Energy's ownership interest and investment balances in these joint ventures. 

Entity Name 

ACP 

Sabal Traill•> 

Constitutionlbl 

Total 

Ownership 

Interest 

47% 

7.5% 

24% 

$ 

$ 

VIE Investment Amount (in millions) 

September 30, December 31, 

2018 2017 

704 $ 

25 

729 $ 

(a) At December 31, 2017, Sabal Trail was cons idered a VIE due to having insufficient equity to finance their own activities without subordinated financial support. 
However, Sabal Trail is now a fully operational, well capitalized entity. As a result, Sabal Trail has sufficient equity to finance its own activities, and therefore, is no 
longer cons idered a VIE. Duke Energy's investment in Sabal Trail was $112 million at September 30, 2018. 

91 

397 

219 

81 

697 
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(b) During the nine months ended September 30, 2018, Duke Energy recorded an OTTI of $55 million related to Constitution within Equity in earnings of unconsolidated 
affiliates on Duke Energy's Condensed Consolidated Statements of Income. See Note 3 for additional information. 

In 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 $486 million, which represents 47 percent of the outstanding 
borrowings under the credit facility as of September 30, 2018. 

Commercial Renewables 

Duke Energy has investments in various renewable energy project entities. Some of these entities are VI Es due to Duke Energy issuing guarantees for debt service and 
operations and maintenance reserves in support of debt financings. Duke Energy does not consolidate these VIEs because power to direct and control key activities is shared 
jointly by Duke Energy and other owners. 

OtherVIEs 

Duke Energy holds a 50 percent equity interest in Pioneer Transmission, LLC (Pioneer). Pioneer is considered a VIE due to having insufficient equity to finance its own activities 
without subordinated financial support. The activities that most significantly impact Pioneer's economic performance are decisions related to the development of new 
transmission facilities. The power to direct these activities is jointly and equally shared by Duke Energy and the other joint venture partner, American Electric Power; therefore, 
Duke Energy does not consolidate Pioneer. 

OVEC 

Duke Energy Ohio's 9 percent ownership interest in OVEC is considered a non-consolidated VIE due to OVEC having insufficient equity to finance its activities without 
subordinated financial support. As a counterparty to an inter-company power agreement (ICPA), Duke Energy Ohio has a contractual arrangement to receive entitlements to 
capacity and energy from OVEC's power plants through June 2040 commensurate with its power participation ratio, which is equivalent to Duke Energy Ohio's ownership 
interest. Costs, including fuel, operating expenses, fixed costs, debt amortization and interest expense, are allocated to counterparties to the ICPA based on their power 
participation ratio. The value of the ICPA is subject to variabil ity due to fluctuation in power prices and changes in OVEC's cost of business. On March 31, 2018, FirstEnergy 
Solutions (FES), a subsidiary of FirstEnergy and an ICPA counterparty with a power participation ratio of 4.85 percent, filed for Chapter 11 bankruptcy, which could increase 
costs allocated to the counterparties. On July 31 , 2018, the bankruptcy court rejected the FES ICPA, which means OVEC is an unsecured creditor in the FES bankruptcy 
proceeding. Duke Energy Ohio cannot predict the impact of the bankruptcy filing on its OVEC interests. In addition, certain proposed environmental rulemaking could result in 
future increased OVEC cost allocations. 

CRC 

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

Amounts included in Receivables from affiliated companies in the above table for Duke Energy Ohio and Duke Energy Indiana reflect their retained interest in receivables sold to 
CRC. These subordinated notes held by Duke Energy Ohio and Duke Energy Indiana are stated at fair value. Carrying values of retained interests are determined by allocating 
carrying value of the receivables between assets sold and interests retained based on relative fair value. The allocated bases of the subordinated notes are not materially 
different than their face value because (i) the receivables generally turn over in less than two months, (ii) credit losses are reasonably predictable due to the broad customer 
base and lack of significant concentration and (iii) the equity in CRC is subordinate to all retained interests and thus would absorb losses first. The hypothetical effect on fair 
value of the retained interests assuming both a 10 percent and a 20 percent unfavorable variation in credit losses or discount rates is not material due to the short turnover of 
receivables and historically low credit loss history. Interest accrues to Duke Energy Ohio and Duke Energy Indiana on the retained interests using the acceptable yield method. 
This method generally approximates the stated rate on the notes since the allocated basis and the face value are nearly equivalent. An impairment charge is recorded against 
the carrying value of both retained interests and purchased beneficial interest whenever it is determined that an OTTI has occurred. 

Key assumptions used in estimating fair value are detailed in the following table. 

Anticipated credit loss ratio 

Discount rate 

Receivable turnover rate 

The following table shows the gross and net receivables sold. 

Duke Energy Ohio 

2018 

0.5% 

2.9% 

13.6% 

Duke Energy Ohio 

(in millions) September 30, 2018 December 31, 2017 

Receivables sold $ 218 $ 273 $ 

Less: Retained interests 56 87 

Net receivables sold $ 162 $ 186 $ 

92 

2017 

0.5% 

2.1% 

13.5% 

Duke Energy Indiana 

2018 

0.3% 

2.9% 

10.9% 

Duke Energy Indiana 

2017 

0.3% 

2.1% 

10.7% 

September 30, 2018 December 31, 2017 

326 $ 

94 

232 $ 

312 

106 

206 
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The following table shows sales and cash flows related to receivables sold. 

Duke Energy Ohio Duke Energy Indiana 

Three Months Ended Nine Months Ended Three Months Ended Nine Months Ended 

September 30, September 30, September 30, September 30, 

(in millions) 2018 2017 2018 2017 2018 2017 2018 2017 

Sales 

Receivables sold $ 450 $ 438 $ 1,478 $ 1,392 $ 754 $ 720 $ 2,140 $ 2,047 

Loss recognized on sale 4 2 10 7 5 3 12 9 

Cash flows 

Cash proceeds from receivables sold $ 449 $ 434 $ 1,499 $ 1,421 $ 743 $ 713 $ 2,140 $ 2,064 

Collection fees received 1 1 1 

Return received on retained interests 2 5 2 3 2 7 5 

Cash flows from sales of receivables are reflected within Operating Activities on Duke Energy Ohio's and Duke Energy Indiana's Condensed Consolidated Statements of Cash 
Flows. 

Collection fees received in connection with servicing transferred accounts receivable are included in Operation, maintenance and other on Duke Energy Ohio's and Duke 
Energy Indiana's Condensed Consolidated Statements of Operations and Comprehensive Income. The loss recognized on sales of receivables is calculated monthly by 
multiplying receivables sold during the month by the required discount. The required discount is derived monthly utilizing a three-year weighted average formula that considers 
charge-off history, late charge history and turnover history on the sold receivables, as well as a component for the time value of money. The discount rate , or component for the 
time value of money, is the prior month-end LIBOR plus a fixed rate of 1.00 percent. 

13. REVENUE 

As described in Note 1, Duke Energy adopted Revenue from Contracts with Customers effective January 1, 2018, using the modified retrospective method of adoption, which 
does not require restatement of prior year reported results. No cumulative effect adjustment was recorded as the vast majority of Duke Energy's revenues are at-will and 
without a defined contractual term. Additionally, comparative disclosures for 2018 operating results with the previous revenue recognition rules are not applicable as Duke 
Energy's revenue recognition has not materially changed as a result of the new standard. 

Duke Energy recognizes revenue consistent with amounts billed under tariff offerings or at contractually agreed upon rates based on actual physical delivery of electric or 
natural gas service, including estimated volumes delivered when billings have not yet occurred. As such, the majority of Duke Energy 's revenues have fixed pricing based on 
the contractual terms of the published tariffs , with variability in expected cash flows attributable to the customer's volumetric demand and ultimate quantities of energy or natural 
gas supplied and used during the billing period. The stand-alone selling price of related sales are designed to support recovery of prudently incurred costs and an appropriate 
return on invested assets and are primarily governed by published tariff rates or contractual agreements approved by relevant regulatory bodies. As described in Note 1, 
certain excise taxes and franchise fees levied by state or local governments are required to be paid even if not collected from the customer. These taxes are recognized on a 
gross basis as part of revenues. Duke Energy elects to account for all other taxes net of revenues. 

Performance obligations are satisfied over time as energy or natural gas is delivered and consumed with billings generally occurring monthly and related payments due within 30 
days, depending on regulatory requirements. In no event does the timing between payment and delivery of the goods and services exceed one year. Using this output method 
for revenue recognition provides a faithful depiction of the transfer of electric and natural gas service as customers obtain control of the commodity and benefit from rts use at 
delivery. Additionally, Duke Energy has an enforceable right to consideration for energy or natural gas delivered at any discrete point in time, and will recognize revenue at an 
amount that reflects the consideration to which Duke Energy is entitled for the energy or natural gas delivered. 

As described above, the majority of Duke Energy's tariff revenues are at-will and, as such, related contracts with customers have an expected duration of one year or less and 
will not have future performance obligations for disclosure. Additionally , other long-term revenue streams, including wholesale contracts , generally provide services that are part 
of a single performance obligation, the delivery of electricity or natural gas. As such, other than material fixed consideration under long-term contracts , related disclosures for 
future performance obligations are also not applicable. 

Duke Energy earns substantially all of its revenues through its reportable segments, Electric Utilities and Infrastructure, Gas Utilities and Infrastructure and Commercial 
Renewables. 
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Electric Utilities and Infrastructure 

Electric Utilities and Infrastructure earns the majority of its revenues through retail and wholesale electric service through the generation, transmission, distribution and sale of 
electricity . Duke Energy generally provides retail and wholesale electric service customers with their full electric load requirements or with supplemental load requirements when 
the customer has other sources of electricity. 

Retail electric service is generally marketed throughout Duke Energy's electric service territory through standard service offers . The standard service offers are through tariffs 
determined by regulators in Duke Energy's regulated service territory. Each tariff, which is assigned to customers based on customer class , has multiple components such as 
an energy charge, a demand charge, a basic facilities charge and applicable riders. Duke Energy considers each of these components to be aggregated into a single 
performance obligation for providing electric service, or in the case of distribution only customers in Duke Energy Ohio, for delivering electricity. Electricity is considered a single 
performance obligation satisfied over time consistent with the series guidance and is provided and consumed over the billing period (generally one month}. Retail electric service 
is typically provided to at-will customers that can cancel service at any time, without a substantive penalty. Additionally , Duke Energy adheres to applicable regulatory 
requirements in each jurisdiction to ensure the collectability of amounts billed and appropriate mitigating procedures are followed when necessary. As such, revenue from 
contracts with customers for such contracts is equivalent to the electricity supplied and billed in that period (including unbilled estimates). 

Wholesale electric service is generally provided under long-term contracts using cost-based pricing. FERC regulates costs that may be recovered from customers and the 
amount of return companies are permitted to earn. Wholesale contracts include both energy and demand charges. For full requirements contracts, Duke Energy considers both 
charges as a single performance obligation for providing integrated electric service. For contracts where energy and demand charges are considered separate performance 
obligations, energy and demand are each a distinct performance obligation under the series guidance and are satisfied as energy is delivered and stand-ready service is 
provided on a monthly basis. This service represents consumption over the billing period and revenue is recognized consistent with bill ings and unbilled estimates, which 
generally occur monthly. Contractual amounts owed are typically trued up annually based upon incurred costs in accordance with FERC published filings and the specific 
customer's actual peak demand. Estimates of variable consideration related to potential additional billings or refunds owed are updated quarterly. 

The majority of wholesale revenues are full requirements contracts where the customers purchase the substantial majority of their energy needs and do not have a fixed 
quantity of contractually required energy or capacity. As such, related forecasted revenues are considered optional purchases. Supplemental requirements contracts that 
include contracted blocks of energy and capacity at contractually fixed prices have the following estimated remaining performance obligations: 

Remaining Perfonmance Obligations 

(in millions) 2018 2019 2020 2021 2022 Thereafter Total 

Progress Energy $ 24 $ 112 $ 121 $ 80 $ 82 $ 81 $ 
Duke Energy Progress 2 9 9 9 9 18 
Duke Energy Florida 22 103 112 71 73 63 
Duke Energy Indiana 2 9 10 5 

Revenues for block sales are recognized monthly as energy is delivered and stand-ready service is provided, consistent with invoiced amounts and unbilled estimates. 

Gas Utilities and Infrastructure 

500 
56 

444 
26 

Gas Utilities and Infrastructure earns its revenue through retail and wholesale natural gas service through the transportation, distribution and sale of natural gas. Duke Energy 
generally prov ides retail and wholesale natural gas service customers with all natural gas load requirements. Additionally, while natural gas can be stored, substantially all 
natural gas provided by Duke Energy is consumed by customers simultaneously with receipt of delivery. 

Retail natural gas service is marketed throughout Duke Energy's natural gas service territory using published tariff rates. The tariff rates are established by regulators in Duke 
Energy's service territories. Each tariff, which is assigned to customers based on customer class, have multiple components , such as a commodity charge, demand charge, 
customer or monthly charge and transportation costs. Duke Energy considers each of these components to be aggregated into a single performance obligation for providing 
natural gas service. For contracts where Duke Energy provides all of the customer's natural gas needs, the delivery of natural gas is considered a single performance 
obligation satisfied over time, and revenue is recognized monthly based on billings and unbilled estimates as service is provided and the commodity is consumed over the billing 
period. Additionally, natural gas service is typically at-will and customers can cancel service at any time, without a substantive penalty. Duke Energy also adheres to applicable 
regulatory requirements to ensure the collectability of amounts billed and receivable and appropriate mitigating procedures are followed when necessary. 

Certain long-term individually negotiated contracts exist to provide natural gas service. These contracts are regulated and approved by state commissions. The negotiated 
contracts have multiple components, including a natural gas and a demand charge, similar to retail natural gas contracts. Duke Energy considers each of these components to 
be a single performance obligation for providing natural gas service. This service represents consumption over the billing period, generally one month. 
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Fixed capacity payments under long-term contracts for the Gas segment include minimum margin contracts and supply arrangements with municipalities and power generation 
facilities. Revenues for related sales are recognized monthly as natural gas is delivered and stand-ready service is provided, consistent with invoiced amounts and unbilled 
estimates. Estimated remaining performance obligations are as follows: 

Remaining Performance Obligations 

(in millions) 2018 2019 2020 2021 2022 Thereafter Total 

Piedmont $ 18 $ 71 $ 70 $ 65 $ 64 $ 462 $ 750 

Commercial Renewables 

Commercial Renewables earns the majority of its revenues through long-term PPAs and generally sells all of its wind and solar facility output, electricity and Renewable Energy 
Credits (RECs) to customers. The majority of these PPAs have historically been accounted for as leases. For PPAs that are not accounted for as leases, the delivery of 
electricity and the delivery of RECs are considered separate performance obligations. 

The delivery of electricity is a performance obligation satisfied over time and represents generation and consumption of the electricity over the billing period, generally one 
month. The delivery of RECs is a performance obligation satisfied at a point in time and represents delivery of each REC generated by the wind or solar facility. The majority of 
self-generated RECs are bundled with energy in Duke Energy's contracts and, as such, related revenues are recognized as energy is generated and delivered as that pattern 
is consistent with Duke Energy's performance. Commercial Renewables recogn izes revenue based on the energy generated and billed for the period, generally one month, at 
contractual rates (including unbilled estimates) according to the invoice practical expedient. Amounts are typically due within 30 days of invoice. 

Other 

The remainder of Duke Energy 's operations is presented as Other, which does not include material revenues from contracts with customers. 
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Disaggregated Revenues 

For the Electric and Gas segments, revenue by customer class is most meaningful to Duke Energy as each respective customer class collectively represents unique 

customer expectations of service, generally has different energy and demand requirements , and operates under tailored, regulatory approved pricing structures. Additionally, 
each customer class is impacted differently by weather and a variety of economic factors including the level of population growth, economic investment, employment levels, and 

regulatory activities in each of Duke Energy's jurisdictions. As such, analyzing revenues disaggregated by customer class allows Duke Energy to understand the nature, 

amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. For the Commercial Renewables segment, the majority of revenues from 
contracts with customers are from selling all of the unit-contingent output at contractually defined pricing under long-term PPAs with consistent expectations regarding the timing 

and certainty of cash flows. Disaggregated revenues are presented as follows: 

(in millions) 

By market or type of customer 

Electric Utilfties and Infrastructure 

Residential 

General 

Industrial 

Wholesale 

Other revenues 

Total Electric Utilities and Infrastructure 

$ 

revenue from contracts with customers $ 

Gas Utilfties and Infrastructure 

Residential 

Commercial 

Industrial 

Power Generation 

Other revenues 

Total Gas Utilities and Infrastructure revenue 

$ 

from contracts with customers $ 

Commercial Renewables 

Revenue from contracts with customers $ 

Other 

Revenue from contracts with customers $ 

Total revenue from contracts with customers $ 

Other revenue sources<•> $ 

Total revenues $ 

Duke 

Energy 

2,729 $ 
1,763 

835 

589 

225 

6,141 $ 

116 $ 

66 

28 

23 

233 $ 

61 $ 

16 $ 

6,451 $ 

177 $ 

6,628 $ 

Duke 

Energy 

Carolinas 

823 $ 
635 

352 

132 

109 

2,051 $ 

$ 

- $ 

- $ 

$ 

2,051 $ 

39 $ 

2,090 $ 

Three Months Ended September 30, 2018 

Duke 

Progress Energy 

Energy Progress 

1,425 $ 572 $ 

800 373 

246 177 

372 335 

134 90 

2,977 $ 1,547 $ 

$ $ 

- $ - $ 

- $ - $ 

$ $ 

2,977 $ 1,547 $ 

68 $ 35 $ 

3,045 $ 1,582 $ 

96 

Duke 

Energy 

Florida 

853 $ 
427 

69 

37 

44 

1,430 $ 

$ 

- $ 

- $ 

$ 

1,430 $ 

32 $ 

1,462 $ 

Duke 

Energy 

Ohio 

203 $ 
112 

33 

3 

20 

371 $ 

59 $ 

20 

3 

83 $ 

- $ 

12 $ 

466 $ 

3 $ 

469 $ 

Duke 

Energy 

Indiana 

279 $ 
218 

202 

81 

29 

809 $ 

$ 

- $ 

- $ 

$ 

809 $ 

10 $ 

819 $ 

Piedmont 

57 

46 

24 

13 

22 

162 

162 

10 

172 
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Nine Months Ended September 30, 2018 

Duke Duke Duke Duke Duke 

(in millions) Duke Energy Progress Energy Energy Energy Energy 

By market or type of customer Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Electric Utilities and Infrastructure 

Residential 

General 

Industrial 

Wholesale 

Other revenues 

Total Electric Utilities and Infrastructure revenue from 
contracts with customers 

Gas Utilities and Infrastructure 

Residential 

Commercial 

Industrial 

Power Generation 

Other revenues 

Total Gas Utilities and Infrastructure revenue from 
contracts with customers 

Commercial Renewables 

Revenue from contracts with customers 

Other 

Revenue from contracts with customers 

Total Revenue from contracts with customers 

Other revenue sources!•> 

Total revenues 

$ 

$ 

$ 

$ 

$ 

$ 

7,264 $ 
4,619 

2,235 

1,737 

558 

16,413 $ 

682 $ 

354 

107 

101 

1,244 $ 

141 $ 

47 $ 

$ 17,845 $ 

$ 561 $ 

$ 18,406 $ 

2,263 $ 
1,608 

893 

366 

261 

5,391 $ 

$ 

- $ 

- $ 

- $ 

5,391 $ 

134 $ 

5,525 $ 

3,636 $ 1,540 $ 
2,109 972 

678 481 

1,140 1,019 

359 222 

7,922 $ 4,234 $ 

$ $ 

- $ - $ 

- $ - $ 

- $ - $ 

7,922 $ 4,234 $ 

197 $ 99 $ 

8,119 $ 4,333 $ 

2,096 $ 
1,137 

197 

121 

137 

3,688 $ 

$ 

- $ 

- $ 

- $ 

3,688 $ 

92 $ 

3,780 $ 

564 $ 
318 

96 

5 

57 

1,040 $ 

236 $ 

97 

13 

13 

359 $ 

- $ 

36 $ 

1,435 $ 

17 $ 

1,452 $ 

802 $ 
584 

567 

226 

66 

2,245 $ 

$ 

- $ 

- $ 

- $ 

2,245 $ 

43 $ 

2,288 $ 

(a) Other revenue sources include revenues from leases, derivatives and alternative revenue programs that are not considered revenues from contracts with 
customers. Alternative revenue programs in certain jurisdictions include regulatory mechanisms that periodically adjust for over or under collection of related 
revenues. 

IMPACT OF WEATHER AND THE TIMING OF BILLING PERIODS 

446 

257 

93 

40 

88 

924 

924 

16 

940 

Revenues and costs are influenced by seasonal weather patterns. Peak sales of electricity occur during the summer and winter months, which results in higher revenue and 
cash flows during these periods. By contrast, lower sales of electricity occur during the spring and fall, allowing for scheduled plant maintenance. Residential and general 
service customers are more impacted by weather than industrial customers. Estimated weather impacts are based on actual current period weather compared to normal 
weather conditions. Normal weather conditions are defined as the long-term average of actual historical weather conditions. Heating-degree days measure the variation in 
weather based on the extent the average daily temperature falls below a base temperature. Cooling-degree days measure the variation in weather based on the extent the 
average daily temperature rises above the base temperature. Each degree of temperature below the base temperature counts as one heating-degree day and each degree of 
temperature above the base temperature counts as one cooling-degree day. 

The estimated impact of weather on earnings for Electric Utilities and Infrastructure is based on the temperature variances from a normal condition and customers' historic 
usage patterns. The methodology used to estimate the impact of weather does not consider all variables that may impact customer response to weather conditions, such as 
humidity in the summer or wind chill in the winter. The precision of this estimate may also be impacted by applying long-term weather trends to shorter-term periods. 
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Gas Utilities and Infrastructure's costs and revenues are influenced by seasonal patterns due to peak natural gas sales occurring during the winter months as a result of space 
heating requirements. Residential customers are the most impacted by weather. There are certain regulatory mechanisms for the North Carolina, South Carolina, Tennessee 
and Ohio service territories that normalize the margins collected from certain customer classes during the winter. In North Carolina, rate design provides protection from both 
weather and other usage variations such as conservation, while South Carolina and Tennessee revenues are adjusted solely based on weather. Ohio primarily employs a fixed 
charge each month regardless of the season and usage. 

UNBILLED REVENUE 

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

Unbilled revenues are included within Receivables and Receivables of VI Es on the Condensed Consolidated Balance Sheets as shown in the following table. 

(in millions) September 30, 2018 December 31, 2017 

Duke Energy $ 802 $ 944 

Duke Energy Carolinas 278 342 

Progress Energy 283 228 

Duke Energy Progress 163 143 

Duke Energy Florida 120 85 

Duke Energy Ohio 2 4 

Duke Energy Indiana 25 21 

Piedmont 3 86 

Additionally , Duke Energy Ohio and Duke Energy Indiana sell , on a revolving basis , nearly all of their retail accounts receivable, including receivables for unbilled revenues, to 
an affiliate, CRC and accounts for the transfers of receivables as sales. Accordingly, the receivables sold are not reflected on the Condensed Consolidated Balance Sheets of 
Duke Energy Ohio and Duke Energy Indiana. See Note 12 for further information. These receivables for unbilled revenues are shown in the table below. 

(in millions) 

Duke Energy Ohio 

Duke Energy Indiana 

14. COMMON STOCK 

$ 

September 30, 2018 

68 $ 

121 

December 31, 2017 

104 

132 

Basic Earnings Per Share (EPS) is computed by dividing net income attributable to Duke Energy common stockholders, as adjusted for distributed and undistributed earnings 
allocated to participating securities , by the weighted average number of common shares outstanding during the period. Diluted EPS is computed by dividing net income 
attributable to Duke Energy common stockholders, as adjusted for distributed and undistributed earnings allocated to participating securities, by the diluted weighted average 
number of common shares outstanding during the period. Diluted EPS reflects the potential dilution that could occur if securities or other agreements to issue common stock, 
such as stock options and equity forward sale agreements , were exercised or settled. Duke Energy 's participating securities are restricted stock units that are entitled to 
div idends declared on Duke Energy common stock during the restricted stock unit's vesting periods. 
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The following table presents Duke Energy's basic and diluted EPS calculations and reconciles the weighted average number of common shares outstanding to the diluted 

weighted average number of common shares outstanding. 

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

(in millions, except per-share amounts) 

Income from continuing operations attributable to Duke Energy common 
stockholders excluding impact of participating securities $ 

Weighted average shares outstanding - basic 

Equity Forwards 

Weighted average shares outstanding - diluted 

Earnings per share from continuing operations attributable to Duke Energy 
common stockholders 

Basic 

Diluted 

Potentially dilutive items excluded from the calculation!•> 

Dividends declared per common share 

$ 

$ 

$ 

2018 

1,077 

713 

714 

1.51 

1.51 

2 

0.9275 

2017 2018 

$ 954 $ 2,199 $ 

700 705 

1 

700 706 

$ 1.36 $ 3.12 $ 

$ 1.36 $ 3.11 $ 

2 2 

$ 0.89 $ 2.7075 $ 

(a) Performance stock awards were not included in the dilutive securities calculation because the performance measures related to the awards had not been met. 

Equity Issuance 

2017 

2,356 

700 

700 

3.37 

3.37 

2.60 

2 

On February 20, 2018, Duke Energy filed a prospectus supplement and executed an Equity Distribution Agreement (the EDA) under which it may sell up to $1 billion of its 
common stock through an at-the-market (ATM) offering program, including an equity forward sales component. The EDA was entered into with Wells Fargo Securities, LLC, 
Citigroup Global Markets Inc., and J.P. Morgan Securities LLC (the Agents). Under the terms of the EDA, Duke Energy may issue and sell, through any of the Agents, shares of 
common stock through September 23, 2019. In June 2018, Duke Energy marketed two separate tranches, each for 1.3 million shares, of common stock. The first tranche was 
marketed with Wells Fargo Bank at an initial forward price of $72.02 per share and the second tranche was marketed with Citibank at an initial forward price of $78.71 per share 
through equity forward transactions under the ATM program. The Equity Forwards require Duke Energy to either physically settle the transactions by issuing 2.6 million shares 
in exchange for net proceeds at the then-applicable forward sale price specified by the agreements or net settle in whole or in part through the delivery or receipt of cash or 
shares. The settlement alternative is at Duke Energy's election. 

Separately, in March 2018, Duke Energy marketed an equity offering of 21.3 million shares of common stock through an Underwriting Agreement with Credit Suisse Securities 
(USA) LLC, J.P. Morgan Securities LLC, Barclays Capital Inc. and Goldman Sachs & Co. LLC, as representatives of several underwriters , Credit Suisse Capital LLC and J.P. 
Morgan Securities LLC as Forward Sellers, and Credit Suisse Capital LLC and JPMorgan Chase National Bank Associate, acting as forward purchasers. In connection with the 
offering, Duke Energy entered into equity forward sale agreements with Credit Suisse Secur~ies (USA) LLC as Agent for Credit Suisse Capital LLC and J.P. Morgan Chase 
Bank, National Association. The sale price was $75 per share less certain net adjustments for an initial forward price of $74.07 per share. The Equity Forwards require Duke 
Energy to either physically settle the transactions by issuing 21.3 million shares in exchange for net proceeds at the then-applicable forward sale price specified by the 
agreements, or net settle in whole or in part through the delivery or receipt of cash or shares. The settlement alternative is at Duke Energy's election. In June 2018, Duke 
Energy physically settled one-half of the equity forwards by delivering approximately 10.6 million shares of common stock in exchange for net cash proceeds of approximately 
$781 million. 

For contracts that have not been settled, no amounts have or will be recorded in Duke Energy's Condensed Consolidated Financial Statements with respect to the equity or 
ATM offerings until settlements of the Equity Forwards occur, which is expected by December 31, 2018. If Duke Energy had elected to net share settle these contracts as of 
September 30, 2018, Duke Energy would have been required to deliver 1.1 million shares. The initial forward sale price will be subject to adjustment on a daily basis based on a 
floating interest rate factor and will decrease by other fixed amounts specified in the relevant forward sale agreement. Until settlement of the Equity Forwards, earnings per 
share dilution resulting from the agreements, if any, will be determined under the treasury stock method. Share dilution occurs when the average market price of Duke Energy's 
stock is higher than the average forward sales price. 

For the nine months ended September 30, 2018, Duke Energy has issued 1.7 million shares through its Dividend Reinvestment Program (DRIP) with an increase in additional 
paid-in capital of approximately $134 million. 
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15. STOCK-BASED COMPENSATION 

Stock-based compensation awarded to employees or outside directors is measured at the service inception date or grant date. The fair value of the award is expensed or 
capitalized over the requisite serv ice period. For awards with performance conditions, the probability of vesting is assessed at each reporting period and compensation cost is 
adjusted based upon that assessment. 

The following table presents information related to Duke Energy's stock-based compensation. 

Three Months Ended Nine Months Ended 

September 30, September 30, 

(in millions) 2018 2017 2018 2017 

Restricted stock unit awards $ 10 $ 10 $ 32 $ 30 

Performance awards 13 7 27 20 

Pretax stock-based compensation cost $ 23 $ 17 $ 59 $ 50 

Stock-based compensation cost capitalized $ $ $ 3 $ 2 

Stock-based compensation expense $ 22 $ 16 $ 56 $ 48 

Tax benefit associated with stock-based compensation expense $ 5 $ 6 $ 13 $ 18 

16. EMPLOYEE BENEFIT PLANS 

DEFINED BENEFIT RETIREMENT PLANS 

Duke Energy maintains, and the Subsidiary Registrants participate in, qualified and non-qualified, non-contributory defined benefit retirement plans. Duke Energy's policy is to 

fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan participants. The following table presents contributions made by the 
Duke Energy Registrants to their qualified defined benefit pension plans during the nine months ended September 30, 2018. 

(in millions) 

Duke 

Energy 

Duke 

Energy 

Carolinas 

Progress 

Energy 

Duke 

Energy 

Progress 

Duke 

Energy 

Florida 

Duke 

Energy 

Indiana 

Contributions $ 141 $ 46 $ 45 $ 25 $ 20 $ 

Duke Energy and Duke Energy Ohio made contributions of $8 million and $4 million, respectively , to their qualified defined benefit pension plans during the nine months ended 
September 30, 2017. 

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

Components of Net Periodic Benefit Costs 

The tables below present total net periodic benefit costs prior to capitalization of amounts reflected as Net property, plant and equipment on the Condensed Consolidated 
Balance Sheets. Only the service cost component of net periodic benefit costs is eligible to be capitalized. The remaining non-capitalized portions of net periodic benefit costs 
are classified as either: (1) service cost, which is recorded in Operations, maintenance and other on the Condensed Consolidated Statements of Operations; or as (2) 
components of non-service cost, which is recorded in Other income and expenses, net on the Condensed Consolidated Statements of Operations. See Note 1 for further 
information on impacts of the retirement benefits accounting standard adopted by Duke Energy on January 1, 2018. 

8 

Pension and other post-retirement benefit costs presented in the tables below for the Subsidiary Registrants are amounts allocated from Duke Energy for the employees of the 
respective Subsidiary Registrants. The Condensed Consolidated Statements of Operations of the Subsidiary Registrants also include allocated net periodic benefit costs for 
their proportionate share of pension and post-retirement benefit costs related to employees of the Duke Energy shared services affiliate. However, in the tables below these 
amounts are only presented in the Duke Energy column. For additional information on the corporate governance and shared service expenses allocated from the Duke Energy 
shared service affiliate, see Note 8. 
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QUALIFIED PENSION PLANS 

The following tables include the components of net periodic pension costs for qualified pension plans. 

Three Months Ended September 30, 2018 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ 47 $ 15 $ 13 $ 7 $ 5 $ 2 $ 2 $ 2 

Interest cost on projected benefit 
obligation 74 18 24 10 13 4 6 3 

Expected return on plan assets (140) (37) (45) (21) (23) (7) (10) (6) 

Amortization of actuarial loss 33 7 11 6 6 2 3 

Amortization of prior service credit (8) (2) (1) (3) 

Net periodic pension costs $ 6 $ $ 2 $ 2 $ $ $ $ (1) 

Three Months Ended September 30, 2017 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ 40 $ 12 $ 12 $ 6 $ 5 $ $ 2 $ 3 

Interest cost on projected benefit 
obligation 82 20 25 12 13 4 7 3 

Expected return on plan assets (136) (35) (43) (21) (21) (7) (11) (6) 

Amortization of actuarial loss 36 8 14 6 7 3 3 

Amortization of prior service credrt (6) (2) (1) (1) 

Other 2 

Net periodic pension costs $ 18 $ 3 $ 8 $ 3 $ 4 $ (1) $ $ 2 

Nine Months Ended September 30, 2018 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ 137 $ 45 $ 39 $ 22 $ 16 $ 4 $ 7 $ 6 

Interest cost on projected benefit 
obligation 224 54 70 31 38 13 18 9 

Expected return on plan assets (420) (111) (133) (63) (69) (21) (31) (18) 

Amortization of actuarial loss 99 21 33 16 18 3 6 9 

Amortization of prior service credrt (24) (6) (3) (1) (1) (9) 

Net periodic pension costs $ 16 $ 3 $ 6 $ 5 $ 2 $ (1) $ $ (3) 

Nine Months Ended September 30, 2017 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ 120 $ 36 $ 36 $ 18 $ 15 $ 3 $ 6 $ 9 

Interest cost on projected benefit 
obligation 246 60 75 36 39 14 21 9 

Expected return on plan assets (408) (106) (129) (63) (63) (21) (33) (18) 

Amortization of actuarial loss 108 24 42 18 21 3 9 9 

Amortization of prior service credrt (18) (6) (3) (3) 

Other 6 3 



Net periodic pension costs $ 54 $ 8 $ 24 $ 

NON-QUALIFIED PENSION PLANS 

10 $ 
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12 $ (1) $ 3 $ 

The following tables include the components of net periodic pension costs for non-qualified pension plans for registrants with non-qualified pension costs . 
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Combined Notes to Condensed Consolidated Financial Statements - {Unaudited) - {Continued) 

Three Months Ended September 30, 2018 

Duke Duke Duke 

Duke Energy Progress Energy Energy 

{in millions) Energy Carolinas Energy Progress Florida 

Interest cost on projected benefrt obligation $ 3 $ $ $ $ 

Amortization of actuarial loss 2 

Net periodic pension costs $ 5 $ $ $ $ 

Three Months Ended September 30, 2017 

Duke Duke Duke 

Duke Energy Progress Energy Energy 

{in millions) Energy Carolinas Energy Progress Florida 

Interest cost on projected benefit obligation $ 4 $ $ $ $ 

Amortization of actuarial loss 2 

Net periodic pension costs $ 6 $ $ 2 $ $ 

Nine Months Ended September 30, 2018 

Duke Duke Duke 

Duke Energy Progress Energy Energy 

{in millions) Energy Carolinas Energy Progress Florida 

Service cost $ 1 $ $ $ $ 

Interest cost on projected benefit obligation 9 3 

Amortization of actuarial loss 6 

Amortization of prior service ( credit) cost (1) 

Net periodic pension costs $ 15 $ $ 4 $ $ 

Nine Months Ended September 30, 2017 

Duke Duke Duke 

Duke Energy Progress Energy Energy 

{in millions) Energy Carolinas Energy Progress Florida 

Interest cost on projected benefit obligation $ 10 $ $ 3 $ 2 $ 2 

Amortization of actuarial loss 6 3 

Net periodic pension costs $ 16 $ $ 6 $ 2 $ 2 

OTHER POST-RETIREMENT BENEFIT PLANS 

Duke Energy provides, and the Subsidiary Registrants participate in , certain health care and life insurance benefits for retired employees on a contributory and non-contributory 
basis. 
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The following tables include the components of net periodic other post-retirement benefit costs. 

Three Months Ended September 30, 2018 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ 2 $ $ $ $ $ $ $ 

Interest cost on accumulated post-
retirement benefit obligation 7 2 3 2 

Expected return on plan assets (4) (2) 

Amortization of actuarial loss 2 

Amortization of prior service cred~ (5) (1) (2) (1) 

Net periodic other post-retirement benefit 
costs $ 2 $ $ $ 2 $ $ $ 2 $ 

Three Months Ended September 30, 2017 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ $ $ $ $ $ $ $ 

Interest cost on accumulated post-
retirement benefit obligation 9 2 4 2 2 

Expected return on plan assets (3) (2) 

Amortization of actuarial loss 2 5 3 2 

Amortization of prior service cred~ (29) (2) (21) (14) (8) 

Net periodic other post-retirement benefit 
costs $ (20) $ (2) $ (12) $ (9) $ (4) $ $ $ 

Nine Months Ended September 30, 2018 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ 5 $ $ $ $ $ $ $ 

Interest cost on accumulated post-
retirement benefit obligation 21 5 9 5 4 3 

Expected return on plan assets (10) (6) 

Amortization of actuarial loss 5 2 1 3 

Amortization of prior service credit (15) (3) (6) (4) (1) 

Net periodic other post-retirement benefit 
costs $ 6 $ (1) $ 4 $ 5 $ $ $ 6 $ (1) 

Nine Months Ended September 30, 2017 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Service cost $ 3 $ $ $ $ $ $ $ 

Interest cost on accumulated post-
retirement benefit obligation 27 6 11 6 6 

Expected return on plan assets (10) (6) 

Amortization of actuarial loss (gain) 6 (2) 15 9 6 (1) 

Amortization of prior service credit (87) (6) (63) (41) (23) 

Net periodic other post-retirement benefit 
costs $ (61) $ (8) $ (37) $ (26) $ (11) $ (1) $ $ 
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EMPLOYEE SAVINGS PLAN 

Duke Energy sponsors, and the Subsidiary Registrants participate in, an employee savings plan that covers substantially all employees. The following table includes employer 
contributions made by Duke Energy and expensed by the Subsidiary Registrants. 

Duke Duke Duke Duke Duke 

Duke Energy Progress Energy Energy Energy Energy 

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana Piedmont 

Three Months Ended September 30, 

2018 $ 49 $ 15 $ 13 $ 9 $ 4 $ $ 3 $ 4 

2017 43 14 12 9 4 2 2 

Nine Months Ended September 30, 

2018 $ 167 $ 53 $ 45 $ 31 $ 14 $ 2 $ 8 $ 10 

2017 147 49 42 30 13 3 7 5 

17. 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 ARAM as a prerequisite to 
qualifying for accelerated depreciation and repealed the federal manufacturing deduction. The Tax Act also repealed the corporate alternative minimum tax (AMT) and stipulates 
a refund of 50 percent of remaining AMT credit carryforwards (lo the extent the credits exceed regular tax for the year) for tax years 2018, 2019 and 2020 with all remaining 
AMT credits to be refunded in tax year 2021. During the three months ended September 30, 2018, the company reclassified $573 million which is 50 percent of the remaining 
estimated AMT credrt carryforwards from noncurrent deferred tax liability to a current federal income tax receivable as a result of the Tax Act. The company reclassified the 
estimated AMT credit carryforwards during the three months ended September 30, 2018, since the company expects to receive it as a refund from the IRS in the three months 
ended September 30, 2019, based on the expected filing of Duke Energy's 2018 income tax return in the second quarter of 2019. 

Al this time AMT credits, which are among the certain tax credrts treated as refundable under the Tax Act, are subject to sequestration. In the first quarter of 2018, the company 
revised the December 31, 2017, estimate of the income tax effects of the Tax Act and recorded a $76 million valuation allowance against these AMT credrts based on additional 
interpretative guidance from the Internal Revenue Service related to the Tax Act. See Note 22 to the Consolidated Financial Statements in the Annual Report on Form 10-K/A for 
the year ended December 31, 2017, for information on the U.S. Securities and Exchange Commission staff's guidance on accounting for the Tax Act (Staff Accounting Bulletin 
No. 118 (SAB 118), Income Tax Accounting Implications of the Tax Cuts and Jobs Act). 

During the three months ended September 30, 2018, the company revised the December 31, 2017 estimate of the income tax effects of the Tax Act, in accordance with SAS 
118, by recording a $3 million benefit for the remeasurement of its deferred tax assets and deferred tax liabilities primarily related to the guidance on bonus depreciation issued 
by the Internal Revenue Service in August of 2018 affecting the computation of the company's 2017 Federal income tax liability. The majority of Duke Energy's operations are 
regulated and rt is expected that the Subsidiary Registrants will ultimately pass on the savings associated wrth 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. For the three months ended September 30, 2018, Duke Energy recorded a regulatory liability of $57 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. 

For the nine months ended September 30, 2018, the company has revised the December 31, 2017, estimates of the income tax effects of the Tax Act, in accordance with SAS 
118, by recording an expense of $73 million. Additional tax returns will be filed in the quarter ending December 31, 2018, and Duke Energy expects to make refinements of 
estimates recorded in the three months ending September 30, 2018. These refinements are not expected to be material to the financial statements. Duke Energy anticipates 
finalizing and recording any resulting adjustments within the measurement period allowed, which will be no later than the quarter ending December 31, 2018. 
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EFFECTIVE TAX RATES 

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

Three Months Ended Nine Months Ended 

September 30, September 30, 

2018 2017 2018 2017 

Duke Energy 13.7% 27.6% 17.0% 30.4% 

Duke Energy Carolinas 22.6% 32.9% 22.3% 34.1% 

Progress Energy 18.8% 29.1% 17.0% 31.9% 

Duke Energy Progress 20.6% 31.7% 18.4% 32.4% 

Duke Energy Florida 15.0% 34.8% 16.3% 36.1% 

Duke Energy Ohio 16.0% 33.3% 16.0% 34.4% 

Duke Energy Indiana 22.7% 38.3% 24.7% 39.0% 

Piedmont 34.4% 47.6% 20.6% 36.1% 

The decrease in the effective tax rate (ETR) for Duke Energy and the Subsidiary Registrants for the three months ended September 30, 2018, is primarily due to the lower 
statutory federal corporate tax rate under the Tax Act. The decrease in the ETR for Duke Energy and the Subsidiary Registrants for the nine months ended 
September 30, 2018, is primarily due to the lower statutory federal corporate tax rate under the Tax Act and the amortization offederal and state excess deferred taxes, 
partially offset by a valuation allowance against AMT credits discussed above. 

The decrease in the ETR for Duke Energy Carolinas for the three and nine months ended September 30, 2018, is primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and amortization of state excess deferred taxes partially offset by favorable tax return true ups in the prior year. 

The decrease in the ETR for Progress Energy for the three and nine months ended September 30, 2018, is primarily due to the lower statutory federal corporate tax rate under 
the Tax Act and the amortization of federal and state excess deferred taxes. 

The decrease in the ETR for Duke Energy Progress for the three and nine months ended September 30, 2018, is primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and amortization of state excess deferred taxes. 

The decrease in the ETR for Duke Energy Florida for the three and nine months ended September 30, 2018, is primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and the amortization of federal excess deferred taxes. 

The decrease in the ETR for Duke Energy Ohio for the three and nine months ended September 30, 2018, is primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and the amortization of federal excess deferred taxes. 

The decrease in the ETR for Duke Energy Indiana for the three and nine months ended September 30, 2018, is primarily due to the lower statutory federal corporate tax rate 
under the Tax Act. 

The decrease in the ETR for Piedmont for the three months ended September 30, 2018, is primarily due to the lower statutory federal corporate tax rate under the Tax Act 
partially offset by favorable research credits in relation to pretax losses. The decrease in the ETR for Piedmont for the nine months ended September 30, 2018, is primarily due 
to the lower statutory federal corporate tax rate under the Tax Act. 

18. SUBSEQUENT EVENTS 

For information on subsequent events related to regulatory matters and commitments and contingencies see Notes 3 and 4, respectively. 

On October 10, 2018, Hurricane Michael made landfall on Florida's Panhandle as a Category 4 hurricane, the most powerful storm to hit the Florida Panhandle in recorded 
history. The storm caused significant damage and more than a million power outages within the service territories of Duke Energy Florida, Duke Energy Carolinas and Duke 
Energy Progress. Duke Energy has not completed the final accumulation of total estimated storm restoration costs incurred; however, the preliminary estimate is approximately 
$235 million of operation and maintenance expenses and approximately $185 million in capital costs. Given the magnitude of the storm, Duke Energy Carolinas and Duke 
Energy Progress intend to request approval to defer the incremental costs incurred to a regulatory asset for recovery in the next base rate cases, and Duke Energy Florida will 
recover these storm costs consistent with the provisions in its 2017 Second Revised and Restated Settlement Agreement. 
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

The following combined Management's Discussion and Analysis of Financial Condnion and Results of Operations is separately filed by Duke Energy Corporation (collectively 
wnh ns subsidiaries, Duke Energy) and Duke Energy Carolinas, LLC (Duke Energy Carolinas), Progress Energy, Inc. (Progress Energy), Duke Energy Progress, LLC (Duke 
Energy Progress), Duke Energy Florida, LLC (Duke Energy Florida), Duke Energy Ohio, Inc. (Duke Energy Ohio), Duke Energy Indiana, LLC (Duke Energy Indiana) and 
Piedmont Natural Gas Company, Inc. (Piedmont) (collectively referred to as the Subsidiary Registrants). However, none of the registrants make any representation as to 
information related solely to Duke Energy or the Subsidiary Registrants of Duke Energy other than nself. 

DUKE ENERGY 

Duke Energy is an energy company headquartered in Charlotte, North Carolina. Duke Energy operates in the United States (U.S.) primarily through ns wholly owned 
subsidiaries, Duke Energy Carolinas, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio, Duke Energy Indiana and Piedmont. When discussing Duke Energy's 
consolidated financial information, n necessarily includes the results of the Subsidiary Registrants, which, along wnh Duke Energy, are collectively referred to as the Duke 
Energy Registrants. 

Management's Discussion and Analysis should be read in conjunction wnh the Condensed Consolidated Financial Statements and Notes for the nine months ended 
September 30, 2018, and with Duke Energy's Annual Report on Form 10-K/A for the year ended December 31, 2017. 

Executive Overview 

Hurricane Florence 

In the third quarter of 2018, Hurricane Florence caused historic flooding, extensive damage and widespread power outages within the Duke Energy Progress and Duke Energy 
Carolinas service terrnories. Approximately 1.8 million customers were impacted. Current estimated restoration costs are approximately $540 million. See Note 3 to the 
Condensed Consolidated Financial Statements, "Regulatory Matters," for addfonal information. 

Hurricane Michael 

On October 10, 2018, Hurricane Michael made landfall on Florida's Panhandle as a Category 4 hurricane, the most powerful storm to hn the Florida Panhandle in recorded 
history. The storm caused significant damage and more than a million power outages wnhin the service terrnories of Duke Energy Florida, Duke Energy Carolinas and Duke 
Energy Progress. Duke Energy has not completed the final accumulation of total estimated storm restoration costs incurred; however, the preliminary estimate is approximately 
$235 million of operation and maintenance expenses and approximately $185 million in capnal costs. Given the magnnude of the storm, Duke Energy Carolinas and Duke 
Energy Progress intend to request approval to defer the incremental costs incurred to a regulatory asset for recovery in the next base rate cases, and Duke Energy Florida will 
recover these storm costs consistent with the provisions in its 2017 Second Revised and Restated Settlement Agreement. 

Regulatory Activity 

In 2018, Duke Energy advanced regulatory activity underway in multiple jurisdictions, as follows: 

Duke Energy Carolinas received an order on ns rate case from the North Carolina Utilnies Commission (NCUC) on June 22, 2018. Major components of the order included: a 
return on equity of 9.9 percent, recovery of past coal ash remediation costs, recovery of Lee Nuclear Project development costs, and partial clarny on the treatment of recent 
federal tax reform legislation. On July 27, 2018, the NCUC approved Duke Energy Carolinas' compliance filing. As a result, revised customer rates were effective on August 1, 
2018. 

Duke Energy Progress received an order on ns rate case from the NCUC on February 23, 2018. Major components of the order included: a return on equity of 9.9 percent; 
recovery of past coal ash remediation costs; recovery of deferred storm costs from 2016; and new rates in effect mid-March 2018. 

Duke Energy Carolinas and Duke Energy Progress filed a joint pelRion wnh the Public Service Commission of South Carolina (PSCSC) seeking an order to defer certain costs 
associated wnh grid reliability, resiliency, and modernization work that is being performed under the grid improvement initiative. On October 3, 2018, the PSCSC granted Duke 
Energy Carolinas' and Duke Energy Progress' joint petition. 

Duke Energy Carolinas also petnioned the PSCSC seeking an order to defer certain costs associated wnh the William States Lee Combined Cycle Facility, the new billing and 
customer information system and the addnion of the Carolinas West Primary Distribution Control Center. Duke Energy Progress also petnioned the PSCSC seeking an order to 
adopt the new depreciation rates and to defer certain costs associated with the deployment of advanced metering infrastructure, the new billing and customer information 
system and the costs incurred in connection wnh the return of certain excess deferred state income taxes from North Carolina. These petnions were approved on Jui)' 25, 
2018. 

Duke Energy Florida filed a pelRion wnh the Florida Public Service Commission (FPSC) on May 31, 2018, related to approximately $200 million of customer savings associated 
wnh the Federal Tax Cuts and Jobs Act (Tax Act). The tax savings will offset accelerated depreciation of Crystal River Unns 4 and 5 and Hurricane Irma storm cost recovery. 
The petition is subject to review and approval by the FPSC. 

Duke Energy Ohio along wnh the Public Utilities Commission of Ohio (PUCO) Staff and certain intervenors filed a Stipulation and Recommendation (Stipulation) with PUCO on 
April 13, 2018, and the evidentiary hearing concluded on August 6, 2018. The Stipulation, subject to approval by the PUCO, is in connection wnh Duke Energy Ohio's electric 
rate case and other regulatory matters. 

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. If approved, the new 
rider will flow through to customers the benefit of the lower statutory federal tax rate since January 1, 2018, all future benef~s 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 wnh federal law and deferred 
income taxes not subject to normalization rules will be refunded over a 10-year period. An order is expected before the end of the year. Duke Energy Ohio's transmission rates 
reflect lower federal 
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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 rate-regulated utilities file an application not for an increase in rates to reflect the impact of the Tax Act on their current 
rates 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. Options for Duke Energy Ohio gas customers are still being evaluated. 

Duke Energy Kentucky received an order on its electric rate case from the Kentucky Public Service Commission (KPSC) on April 13, 2018. The order granted an annual 
revenue increase of $21 million, incorporating customer benefils from the Tax Act as well as rider recovery of environmental costs, including coal ash. Duke Energy Kentucky 
implemented new base rates on May 1, 2018. 

On August 31, 2018, Duke Energy Kentucky filed an application with the KPSC requesting an increase in gas base rates of approximately $10.5 million. The KPSC accepted the 
filing as of September 10, 2018, and a procedural schedule was set. 

On June 27, 2018, Duke Energy Indiana, the Indiana Office of Utility Consumers Counselor and others filed testimony consistent with their Stipulation and Settlement Agreement 
in the federal tax proceedings with the Indiana Utility Regulatory Commission (IURC). Major components include riders to reflect the lower federal tax rate as they are filed in 
2018, base rates to reflect the lower federal tax rate upon approval, but no later than September 1, 2018, and a timeline for returning federal excess deferred income taxes to 
customers. On August 22, 2018, the IURC approved the settlement and rates have been adjusted effective September 1, 2018. 

See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters" for additional information. 

Results of Operations 

Non-GAAP Measures 

Management's Discussion and Analysis includes financial information prepared in accordance with generally accepted accounting principles (GAAP) in the U.S., as well as 
certain non-GAAP financial measures. Generally, a non-GAAP financial measure is a numerical measure of financial performance, financial position or cash flows that excludes 
(or includes) amounts that are included in (or excluded from) the most directly comparable measure calculated and presented in accordance with GAAP. Non-GAAP financial 
measures should be viewed as a supplement to, and not a substitute for, financial measures presented in accordance with GAAP. Non-GAAP measures presented may not be 
comparable to similarly titled measures used by other companies because other companies may not calculate the measures in the same manner. 

Management evaluates financial performance in part based on non-GAAP financial measures, including adjusted earnings and adjusted diluted earnings per share (EPS). 
Adjusted earnings and adjusted diluted EPS represent income from continuing operations attributable to Duke Energy, adjusted for the dollar and per-share impact of special 
items. As discussed below, special items represent certain charges and credits, which management believes are not indicative of Duke Energy's ongoing performance. 

Management believes the presentation of adjusted earnings and adjusted diluted EPS provides useful information to investors, as it provides them with an additional relevant 
comparison of Duke Energy's performance across periods. Management uses these non-GAAP financial measures for planning and forecasting and for reporting financial 
results to the Duke Energy Board of Directors, employees, stockholders, analysts and investors. Adjusted diluted EPS is also used as a basis for employee incentive bonuses. 
The most directly comparable GAAP measures for adjusted earnings and adjusted diluted EPS are Net Income Attributable to Duke Energy Corporation (GAAP Reported 
Earnings) and Diluted EPS Attributable to Duke Energy Corporation common stockholders (GAAP Reported EPS), respectively. 

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

Costs to Achieve Piedmont Merger represents charges that result from the Piedmont acquisition. 

Regulatory and Legislative Impacts represents charges related to rate case orders, settlements or other actions of regulators or legislative bodies. 

Sale of Retired Plant represents the loss associated with selling Beckjord Generating Station (Beckjord), a nonregulated generating facility in Ohio. 

Impairment Charges represents an other-than-temporary impairment (OTTI) of an investment in Constitution Pipeline Company, LLC (Constitution) and Commercial 
Renewables impairments. 

Impacts of the Tax Act represents an alternative minimum tax (AMT) valuation allowance recognized and a true up of prior year tax estimates related to the Tax Act. 
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GAAP Reported EPS was $1.51 for the third quarter of 2018 compared to $1.36 for the third quarter of 2017. The increase in GAAP Reported EPS was primarily due to 
favorable weather-normal retail sales volumes, higher income tax benefits, a FERC approved settlement refund of certain transmission costs previously billed by PJM 
Interconnection, LLC (PJM), and lower regulatory settlement charges compared to the prior year. These drivers were partially offset by increased operations and maintenance 
expense primarily related to Hurricane Florence and share dilution. 

As discussed above, management also evaluates financial performance based on adjusted diluted EPS. Duke Energy's third quarter 2018 adjusted diluted EPS was $1.65 
compared to $1.59 for the third quarter of 2017. The increase in adjusted earnings was primarily due to favorable weather-normal retail sales volumes, higher income tax 
benefits, and a FERC approved settlement refund of certain transmission costs previously billed by PJM Interconnection, LLC (PJM). These drivers were partially offset by 
increased operations and maintenance expense primarily related to Hurricane Florence and share dilution. 

The following table reconciles non-GAAP measures , including adjusted diluted EPS, to their most directly comparable GAAP measures. 

(in millions, except per-share amounts) 

GAAP Reported Earnings/GAAP Reported EPS 

Adjustments: 

Impairment Charges!•) 

Costs to Achieve Piedmont Mergerlb) 

Impacts of the Tax Actlc) 

Florida Settlementld) 

Discontinued Operations 

Adjusted Earnings/Adjusted Diluted EPS 

$ 

$ 

2018 

Earnings 

1,082 $ 

91 

13 

(3) 

(4) 

1,179 $ 

(a) Net of $2 million Noncontrolling Interests in 2018 and $28 million tax benefit in 2017. 
(b) Net of $3 million tax benefit in 2018 and $9 million tax benefit in 2017. 
(c) Represents a true up of prior year tax estimates related to the Tax Act. 
(d} Net of $51 million tax benefit in 2017. 

Nine Months Ended September 30, 2018, as compared to September 30, 2017 

Three Months Ended September 30, 

EPS 

1.51 $ 

0.12 

0.02 

1.65 $ 

Earnings 

2017 

954 $ 

56 

14 

84 

2 

1,110 $ 

EPS 

1.36 

0.08 

0.03 

0.12 

1.59 

Duke Energy's GAAP Reported EPS was $3.11 for the nine months ended September 30, 2018, compared to $3.36 for the nine months ended September 30, 2017. The 
decrease in GAAP Reported EPS was driven by regulatory and legislative charges related to the Duke Energy Carolinas North Carolina rate case order and the repeal of the 
South Carolina Base Load Review Act, a goodwill impairment at Commercial Renewables, and higher depreciation expense due to growing asset base. These drivers were 
partially offset by favorable weather at Electric Utilities and Infrastructure and higher income tax benefits. 

As discussed above, management also evaluates financial performance based on adjusted diluted EPS. Duke Energy's adjusted diluted EPS for the nine months ended 
September 30, 2018, was $3.87 compared to $3.63 for the nine months ended September 30, 2017. The increase in adjusted earnings for the nine months ended 
September 30, 2018, compared to the same period in 2017, was primarily due to favorable weather at Electric Utilities and Infrastructure and higher income tax benefits partially 
offset by higher depreciation expense due to growing asset base. 
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The following table reconciles non-GAAP measures, including adjusted diluted EPS, to their most directly comparable GAAP measures. 

Nine Months Ended September 30, 

2018 2017 

(in millions, except per-share amounts) Earnings EPS Earnings EPS 

GAAP Reported Earnings/GAAP Reported EPS $ 2,202 $ 3.11 $ 2,356 $ 3.36 

Adjustments: 

Regulatory and Legislative lmpacts(a) 202 0.29 

Impairment ChargesI°I 133 0.19 56 0.08 

Sale of Retired Plantlcl 82 0.12 

Impacts of the Tax Actldl 73 0.10 

Costs to Achieve Piedmont Mergerl•I 41 0.06 43 0.06 

Florida Settlementl1I 84 0.12 

Discontinued Operations 4 0.01 

Adjusted Earnings/Adjusted Diluted EPS $ 2,734 $ 3.87 $ 2,543 $ 3.63 

(a) Net of $63 million tax benefit. 
(b) Net of $13 million tax benefit and $2 million Noncontrolling Interest in 2018 and $28 million tax benefit in 2017. 
( c) Net of $25 million tax benefit. 
(d) Represents a recognition of AMT valuation allowance and true up of prior year tax estimates related to the Tax Act. 
(e) Net of $12 million tax benefit in 2018 and $26 million tax benefit in 2017. 
(f) Net of $51 million tax benefit in 2017. 

SEGMENT RESULTS 

The remaining information presented in this discussion of results of operations is on a GAAP basis. Management evaluates segment performance based on segment income. 
Segment income is defined as income from continuing operations net of income attributable to noncontrolling interests. Segment income includes intercompany revenues and 
expenses that are eliminated in the Condensed Consolidated Financial Statements. 

Duke Energy's segment structure includes the following segments: Electric Utilities and Infrastructure, Gas Utilities and Infrastructure and Commercial Renewables. The 
remainder of Duke Energy's operations is presented as Other. See Note 2 to the Condensed Consolidated Financial Statements, "Business Segments," for additional 
information on Duke Energy's segment structure. 

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 all 
remaining AMT credits to be refunded in tax year 2021. The Tax Act also could be amended or subject to technical correction , which could change the financial impacts that 
were recorded since December 31, 2017, or are expected to be recorded in future periods. The Federal Energy Regulatory Commission (FERC) and state utility commissions 
will determine the regulatory treatment of the impacts of the Tax Act for the Subsidiary Registrants. Duke Energy's segments ' future results of operations , financial condition and 
cash flows could be adversely impacted by the Tax Act, subsequent amendments or corrections , or the actions of the FERC, state utility commissions or credit rating agencies 
related to the Tax Act. Duke Energy is addressing the rate treatment of the Tax Act by each state utility commission in which the Subsidiary Registrants operate. In January 
2018, the Subsidiary Registrants began deferring the estimated ongoing impacts of the Tax Act that are expected to be returned to customers. See Notes 3 and 17 to the 
Condensed Consolidated Financial Statements , "Regulatory Matters" and "Income Taxes ," respectively, for additional information on the Tax Act. 
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Electric Utilities and Infrastructure 

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

(in millions) 2018 2017 Variance 2018 2017 Variance 

Operating Revenues $ 6,260 $ 6,129 $ 131 $ 16,806 $ 16,234 $ 572 

Operating Expenses 

Fuel used in electric generation and purchased power 1,935 1,872 63 5,202 4,875 327 

Operation, maintenance and other 1,431 1,332 99 4,151 3,935 216 

Depreciation and amortization 897 777 120 2,570 2,228 342 

Property and other taxes 289 277 12 842 808 34 

Impairment charges 31 132 (101) 246 134 112 

Total operating expenses 4,583 4,390 193 13,011 11,980 1,031 

Gains on Sales of Other Assets and Other, net 8 8 9 4 5 

Operating Income 1,685 1,739 (54) 3,804 4,258 (454) 

Other Income and Expenses, net 107 102 5 286 324 (38) 

Interest Expense 322 305 17 955 925 30 

Income Before Income Taxes 1,470 1,536 (66) 3,135 3,657 (522) 

Income Tax Expense 303 516 (213) 643 1,273 (630) 

Segment Income $ 1,167 $ 1,020 $ 147 $ 2,492 $ 2,384 $ 108 

Duke Energy Carolinas gigawatt-hours (GWh) sales 25,607 24,135 1,472 70,506 66,159 4,347 

Duke Energy Progress GWh sales 19,625 18,827 798 52,747 50,026 2,721 

Duke Energy Florida GWh sales 12,375 12,132 243 31,798 31,177 621 

Duke Energy Ohio GWh sales 6,964 6,672 292 19,183 18,632 551 

Duke Energy Indiana GWh sales 9,114 8,795 319 25,900 24,975 925 

Total Electric Utilities and Infrastructure GWh sales 73,685 70,561 3,124 200,134 190,969 9,165 

Net proportional megawatt (MW) capacity in operation 48,757 48,909 (152) 

Three Months Ended September 30, 2018, as Compared to September 30, 2017 

Electric Utilities and Infrastructure's results were impacted by favorable weather-normal retail sales volumes , favorable weather in the current year, a positive net contribution 
from the Duke Energy Progress and Duke Energy Carolinas North Carolina rate cases , a FERG approved settlement refund of certain transmission costs previously billed by 
PJ M, lower income tax expense and lower regulatory charges compared to the prior year related to the unrecovered Levy Nuclear Project costs at Duke Energy Florida. 

These drivers were partially offset by higher operation and maintenance expenses primarily due to the impacts of Hurricane Florence and increased depreciation and 
amortization. The following is a detailed discussion of the variance drivers by line item. 

Operating Revenues. The variance was driven primarily by: 

a $90 million increase in fuel related revenues due to higher sales volumes and increases in fuel rates billed to customers; 

a $54 million increase in weather-normal retail sales volumes; 

a $59 million increase in retail pricing primarily due to the Duke Energy Progress and Duke Energy Carolinas North Carolina rate cases; 

a $38 million increase in retail sales, net of fuel revenues, due to favorable weather in the current year; and 

a $23 million increase in Joint Asset Agency Rider (JAAR) revenues at Duke Energy Progress in conjunction with implementation of new base rates. 

Partially offset by: 

a $143 million decrease in retail revenues associated with the lower statutory federal corporate tax rate under the Tax Act. 

Operating Expenses. The variance was driven primarily by: 

a $120 million increase in depreciation and amortization expense primarily due to higher amortization of deferred coal ash costs, additional plant in service and new 
depreciation rates associated with the Duke Energy Progress and Duke Energy Carolinas North Carolina rate cases; 

a $99 million increase in operation, maintenance and other expense primarily due to higher storm costs due to Hurricane Florence and higher operational costs that 
are recoverable in rates, partially offset by a FERG approved settlement refund of certain transmission costs previously billed by PJM; and 
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a $63 million increase in fuel used in electric generation and purchased power primarily due to higher sales and higher deferred fuel expenses. 

Partially offset by: 

a $101 million decrease in impairment charges primarily due to the write-off of remaining unrecovered Levy Nuclear Project costs in 2017. 

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act and a decrease in pretax income. The effective tax 
rates (ETRs) for the three months ended September 30, 2018, and 2017 were 20.6 percent and 33.6 percent, respectively. The decrease in the ETR was primarily due to the 
lower statutory federal corporate tax rate under the Tax Act and the amortization of excess deferred taxes partially offset by favorable tax return true ups in the prior year. For 
additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income Taxes." 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Electric Utilities and Infrastructure's results were impacted by favorable weather in the current year and a positive net contribution from the Duke Energy Progress and Duke 
Energy Carolinas North Carolina rate cases, partially offset by higher legislative and regulatory charges compared to the prior year. The following is a detailed discussion of the 
variance drivers by line item. 

Operating Revenues. The variance was driven primarily by: 

a $398 million increase in fuel related revenues due to higher sales volumes, changes in generation mix and increases in fuel rates billed to customers; 

a $288 million increase in retail sales, net of fuel revenues, due to favorable weather in the current year; 

a $125 million increase in retail pricing primarily due to the Duke Energy Progress and Duke Energy Carolinas North Carolina rate cases and Duke Energy Florida 
base rate adjustments for the Osprey acquisition and the completion of the Hines Energy Complex Chiller Uprate Project; 

an $80 million increase in weather-normal retail sales volumes; and 

a $52 million increase in JAAR revenues at Duke Energy Progress in conjunction with implementation of new base rates. 

Partially offset by: 

a $401 million decrease in retail revenues associated with the lower statutory federal corporate tax rate under the Tax Act. 

Operating Expenses. The variance was driven primarily by: 

a $342 million increase in depreciation and amortization expense primarily due to higher amortization of deferred coal ash costs, additional plant in service and new 
depreciation rates per the Duke Energy Progress and Duke Energy Carolinas North Carolina rate cases; 

a $327 million increase in fuel used in electric generation and purchased power, due to higher sales and higher deferred fuel expenses; 

a $216 million increase in operation, maintenance and other expense primarily due to impacts associated with the Duke Energy Progress North Carolina rate case, 
the impacts of Hurricane Florence and higher storm cost amortization at Duke Energy Florida, partially offset by a FERC approved settlement refund of certain 
transmission costs previously billed by PJM; and 

a $112 million increase in impairment charges primarily due to the impacts associated with the Duke Energy Carolinas and Duke Energy Progress North Carolina rate 
cases, offset by the write-off of remaining unrecovered Levy Nuclear project costs at Duke Energy Florida in the prior year. 

Other Income and Expenses, net. The decrease was primarily due to lower post in-service equity returns for projects that had been completed prior to being reflected in 
customer rates at Duke Energy Carolinas and lower income from non-service components of employee benefit costs in the current year at Duke Energy Progress. For 
additional information on employee benefrt costs, see Note 16 to the Condensed Consolidated Financial Statements, "Employee Benefrt Plans." 

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act and a decrease in pretax income. The ETRs for ttie 
nine months ended September 30, 2018, and 2017 were 20.5 percent and 34.8 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal 
corporate tax rate under the Tax Act and the amortization of excess deferred taxes partially offset by favorable tax return true ups in the prior year. 
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On May 18, 2016, the North Carolina Department of Environmental Quality (NCDEQ) issued proposed risk classifications for all coal ash surface impoundments in North 
Carolina. All ash impoundments not previously designated as high priorfy by the North Carolina Coal Ash Management Act of 2014 (Coal Ash Act) were designated as 
intermediate risk. Certain impoundments classified as intermediate risk, however, may be reassessed in the future as low risk pursuant to legislation enacted on July 14, 2016. 
Electric Utilities and Infrastructure's estimated asset retirement obligations (AROs) related to the closure of North Carolina ash impoundments are based upon the mandated 
closure method or a probabilfy weighting of potential closure methods for the impoundments that may be reassessed to low risk. On October 12, 2018, NCDEQ announced that 
Duke Energy had satisfied the permanent replacement water supply requirements by the October 15, 2018, deadline set out in the Coal Ash Management Act. However, 
NCDEQ has not yet issued final classifications for these impoundments. As the final risk ranking classifications in North Carolina are delineated, final closure plans and 
corrective action measures are developed and approved for each site, the closure work progresses and the closure method scope and remedial methods are determined, the 
compledy of work and the amount of coal combustion material could be different than originally estimated and, therefore, could materially impact Electric Utilities and 
Infrastructure's results of operations, financial position and cash flows. 

Duke Energy is a party to multiple lawsuits and could be subject to fines and other penalties related to operations at certain North Carolina facilities with ash basins. In addition, 
the orders issued in the Duke Energy Carolinas and Duke Energy Progress North Carolinas rate cases supporting recovery of past coal ash remediation costs have been 
appealed by various parties. The outcome of these appeals, lawsults and potential fines and penalties could have an adverse impact on Electric Utilities and Infrastructure's 
results of operations, financial position and cash flows. See Notes 3 and 4 to the Condensed Consolidated Financial Statements, "Regulatory Matters" and "Commitments and 
Contingencies," respectively, for additional information. 

On June 22, 2018, Duke Energy Carolinas received an order from the NCUC, which denied the Grid Rider Stipulation and deferral treatment of grid improvement costs. Duke 
Energy Carolinas may petition for deferral of grid modernization costs outside of a general rate case proceeding if it can show financial hardship or a stipulation that includes 
greater consensus among intervening parties on costs being classified as grid modernization. While Duke Energy Progress did not request recovery of these costs in its most 
recent case with the NCUC, Duke Energy Progress may request recovery of certain grid modernization costs in future regulatory proceedings. Electric Utilities and 
Infrastructure's results of operations, financial position and cash flows could be adversely impacted if grid modernization costs are not ultimately approved for recovery and/or 
deferral treatment. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

On June 30, 2017, CertainTeed Gypsum NC, Inc. (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, Certain Teed sought an order from the court declaring that the minimum amount of gypsum Duke Energy Progress must 
provide to CertainTeed under the supply agreement is 50,000 tons per month through 2029. The trial for this matter concluded 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 per month, but that CertainTeed's sole remedy for Duke Energy 
Progress' long-term discontinuance under the agreement is liquidated damages. The estimated maximum amount that would be owed under the liquidated damages provision is 
approximately $90 million. Both Certain Teed and Duke Energy Progress have filed cross-appeals. The outcome of the cross-appeals could have an adverse impact on Electric 
Utilities and Infrastructure's results of operations, financial position and cash flows. See Note 4 to the Condensed Consolidated Financial Statements, "Commitments and 
Contingencies," for additional information. 

In the third quarter of 2018, Hurricane Florence caused historic flooding, extensive damage and widespread power outages within the Duke Energy Progress and Duke Energy 
Carolinas service territories. Approximately 1.8 million customers were impacted. Current estimated restoration costs are approximately $540 million. Most of the operation and 
maintenance expenses are deferred as of September 30, 2018. Given the magnitude of the storm, Duke Energy Progress intends to request approval in North Carolina and 
South Carolina to defer the incremental costs incurred to a regulatory asset for recovery in the next base rate case. These requests are expected to be filed during the fourth 
quarter of 2018. An order from regulatory authorities disallowing the deferral and future recovery of storm restoration costs could have an adverse impact on Electric Utilities 
and Infrastructure's financial position, results of operations and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for 
additional information. 

On October 10, 2018, Hurricane Michael made landfall on Florida's Panhandle as a Category 4 hurricane, the most powerful storm to hit the Florida Panhandle in recorded 
history. The storm caused significant damage and more than a million power outages within the service territories of Duke Energy Florida, Duke Energy Carolinas and Duke 
Energy Progress. Duke Energy has not completed the final accumulation of total estimated storm restoration costs incurred; however, the preliminary estimate is approximately 
$235 million of operation and maintenance expenses and approximately $185 million in capital costs. Given the magnitude of the storm, Duke Energy Carolinas and Duke 
Energy Progress intend to request approval to defer the incremental costs incurred to a regulatory asset for recovery in the next base rate cases, and Duke Energy Florida will 
recover these storm costs consistent with the provisions in Its 2017 Second Revised and Restated Settlement Agreement. An order from regulatory authorities disallowing the 
deferral and future recovery of storm restoration costs could have an adverse impact on Electric Utilities and Infrastructure's results of operations, financial position and cash 
flows. 

Duke Energy Florida is constructing the 1,640-MW combined-cycle natural gas plant in Citrus County, Florida, and expects it to be commercially available in 2018. Actual costs 
are expected to exceed estimated costs by an immaterial amount after recoveries; therefore, an impairment is not expected. Failure to complete the construction and achieve 
commercial operations by the end of 2018 or failure to obtain recoveries from customers or vendors could materially impact Electric Utilities and Infrastructure's results of 
operations, financial position and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

On February 6, 2018, the FPSC approved a stipulation that would apply tax savings resulting from the Tax Act toward storm costs effective January 2018 in lieu of 
implementing a storm surcharge. On May 31, 2018, Duke Energy Florida filed for recovery of the storm costs. Storm costs are currently expected to be fully recovered by 
approximately mid-2021. The commission has scheduled the hearing to begin on May 21, 2019. An order disallowing recovery of these costs could have an adverse impact on 
Electric Utilities and Infrastructure's results of operations, financial position and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory 
Matters," for additional information. 
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In March 2017, Duke Energy Ohio filed an electric distribution base rate application with the PUCO to address recovery of electric distribution system capital investments and 
any increase in expenditures subsequent to previous rate cases. On April 13, 2018, Duke Energy Ohio filed a Stipulation with the PUCO to resolve issues in the electric 
distribution base rate case and other regulatory matters. If approved by PUCO, the Stipulation would allow for Duke Energy Ohio to recover gains and losses incurred on and 
after January 1, 2018, related to the Ohio Valley Electric Corporation (OVEC), through the Price Stabilization Rider. Hearings concluded on August 6, 2018. Initial briefs were 
filed on September 11 , 2018, and reply briefs on October 2, 2018. Electric Utilities and Infrastructure's results of operations , financial position and cash flows could be adversely 
impacted if the Stipulation is denied by the PUCO. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 

Gas Utilities and Infrastructure 

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

(in millions) 2018 2017 Variance 2018 2017 Variance 

Operating Revenues $ 256 $ 272 $ (16) $ 1,301 $ 1,243 $ 58 

Operating Expenses 

Cost of natural gas 58 68 (10) 460 402 58 

Operation, maintenance and other 101 94 7 312 293 19 

Depreciation and amortization 61 57 4 182 171 11 

Property and other taxes 24 25 ( 1) 81 81 

Total operating expenses 244 244 1,035 947 88 

Operating Income 12 28 (16) 266 296 (30) 

Other Income and Expenses, net 29 23 6 16 62 (46) 

Interest Expense 25 26 (1) 78 78 

Income Before Income Taxes 16 25 (9) 204 280 (76) 

Income Tax (Benefit) Expense (1) 6 (7) 43 101 (58) 

Segment Income $ 17 $ 19 $ (2) $ 161 $ 179 $ (18) 

Piedmont local distribution company (LDC) 
throughput ( dekatherms) 135,403,188 107,490,775 27,912,413 407,144,529 334,781,316 72,363,213 

Duke Energy Midwest LDC throughput (Mcf) 9,370,743 9,904,644 (533,901) 62,111,858 52,940,410 9,171,448 

Three Months Ended September 30, 2018, as Compared to September 30, 2017 

Gas Utilities and Infrastructure's results were primarily impacted by lower revenues . The following is a detailed discussion of the variance drivers by line item. 

Operating Revenues. The variance was driven by: 

an $11 million decrease due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the Tax Act; and 

a $10 million decrease primarily due to lower natural gas costs passed through to customers from lower retail volumes sold , partially offset by higher natural gas 
prices. 

Partially offset by: 

a $6 million increase primarily due to residential and commercial customer revenue, net of natural gas costs passed through to customers, due to customer growth 
and Integrity Management Rider (IMR) rate adjustments at Piedmont. 

Operating Expenses. The variance was driven by: 

a $10 million decrease in cost of natural gas primarily due to lower retail volumes sold, partially offset by slightly higher natural gas prices. 

Partially offset by: 

a $7 million increase in operations, maintenance and other primarily due to increased shared services and customer operations expense. 

Other Income and Expenses, net. The increase was primarily due to higher income from non-service components of employee benefit costs in the current year. For 
additional information on employee benefit costs, see Note 16 to the Condensed Consolidated Financial Statements, "Employee Benefit Plans ." 
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Income Tax (Benefit) Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the three months ended 
September 30, 2018, and 2017 were (6.3) percent and 24.0 percent, respectively. The decrease in the ETR was primarily due to the lower statutory corporate tax rate under 
the Tax Act and research credits. For additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income Taxes." 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Gas Utilities and Infrastructure's results were primarily impacted by the OTTI recorded on the Constitution investment; partially offset by favorable price adjustments and 
customer growth. The following is a detailed discussion of the variance drivers by line item. 

Operating Revenues. The variance was driven by: 

a $58 million increase primarily due to higher natural gas costs passed through to customers due to higher retail volumes sold and higher natural gas prices; 

a $37 million increase primarily due to residential and commercial customer revenue, net of natural gas costs passed through to customers, due to customer growth 
and IMR rate adjustments and new power generation customers at Piedmont; and 

a $10 million increase primarily due to favorable weather in the current year and higher volumes sold in the Midwest. 

Partially offset by: 

a $49 million decrease due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the Tax Act. 

Operating Expenses. The variance was driven by: 

a $58 million increase in cost of natural gas primarily due to higher retail volumes sold and higher natural gas prices; 

a $19 million increase in operations, maintenance and other primarily due to increased shared services and gas operations expense; and 

an $11 million increase in depreciation and amortization due to additional plant in service. 

Other Income and Expenses, net. The decrease was primarily due to the OTTI recorded for the investment in Constitution in the current year, partially offset by higher 
income from non-service components of employee benefrt costs in the current year. For additional information on employee benefrt costs, see Note 16 to the Condensed 
Consolidated Financial Statements, "Employee Benefit Plans." 

Income Tax (Benefit) Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine months ended 
September 30, 2018, and 2017 were 21.1 percent and 36.1 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal corporate tax rate 
under the Tax Act. 

Matters Impacting Future Gas Utilities and Infrastructure Results 

Gas Utilities and Infrastructure has a 47 percent ownership interest in Atlantic Coast Pipeline, LLC (ACP), which is building an approximately 600-mile interstate natural gas 
pipeline intended to transport diverse natural gas supplies into southeastern markets. Affected states (West Virginia, Virginia and North Carolina) have issued certain necessary 
permits; the project remains subject to other pending federal and state approvals, which will allow full construction activities to begin. In 2018, FERC issued a series of Notices 
to Proceed, which authorized the project to begin certain construction-related activities along the pipeline route. Project cost estimates have increased from a range of $6.0 
billion to $6.5 billion to a range of $6.5 billion to $7.0 billion, excluding financing costs. The project has a targeted in-service date of late 2019 for key portions of the project, with 
the remaining segments targeted to be in-service in mid-2020. Project construction activities, schedule and final costs are subject to uncertainty due to abnormal weather, work 
delays (including delays due to judicial or regulatory action) and other conditions and risks that could result in potential higher project costs, a potential delay in the targeted in­
service dates and potential impairment charges. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 
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Commercial Renewables 

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

(in millions) 2018 2017 Variance 2018 2017 Variance 

Operating Revenues $ 127 $ 95 $ 32 $ 347 $ 333 $ 14 

Operating Expenses 

Operation, maintenance and other 85 55 30 209 191 18 

Depreciation and amortization 40 39 116 116 

Property and other taxes 6 9 (3) 19 26 (7) 

Impairment charges 93 76 17 93 76 17 

Total operating expenses 224 179 45 437 409 28 

Gains on Sales of Other Assets and Other, net (1) 5 (5) 

Operating Loss (97) (83) (14) (90) (71) (19) 

Other Income and Expenses, net 2 (11) 13 22 (12) 34 

Interest Expense 21 22 (1) 66 64 2 

Loss Before Income Taxes (116) (116) (134) (147) 13 

Income Tax Benefit (37) (65) 28 (112) (146) 34 

Less: Loss Attributable to Noncontrolling Interests (17) (2) (15) (18) (3) (15) 

Segment (Loss) Income $ (62) $ (49) $ (13) $ (4) $ 2 $ (6) 

Renewable plant production, GWh 1,897 1,760 137 6,548 6,276 272 

Net proportional MW capacity in operation 2,976 2,908 68 

Three Months Ended September 30, 2018, as Compared to September 30, 2017 

Commercial Renewables' results were unfavorably impacted by the higher tax benefit in 2017 from cost and property, plant and equipment impairments, partially offset by the 
minority interest loss associated with a third-party tax equity partnership arrangement. The following is a detailed discussion of the variance drivers by line item. 

Operating Revenues. The increase in revenues was primarily due to an increase in the number of Engineering, Procurement and Construction (EPC) agreements at REC 
Solar, a California based provider of solar installations. 

Operating Expenses. The increase was primarily due to an increase in the number of EPC agreements at REC Solar, higher development expenses and higher goodwill 
impairment charges in the current year. 

Other Income and Expenses, net. The favorable variance in other income and expenses was primarily a result of the impairment of certain cost investments in the prior year. 

Income Tax Benefit. The lower tax benefits in 2018 were due to the lower statutory federal corporate tax rate under the Tax Act and higher tax benefit in 2017 from cost and 
property, plant and equipment impairments. 

Loss Attributable to Noncontrolling Interests. The variance is primarily attributable to the entering into a third-party tax equity partnership arrangement during the third 
quarter. 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Commercial Renewables' results were unfavorably impacted by the higher tax benefit in 2017 from cost and property, plant and equipment impairments , primarily offset by the 
entering into a third-party tax equity partnership arrangement, the bankruptcy court approval of the North Allegheny Wind, LLC (NAW) and FirstEnergy Solutions (FES) 
settlement agreement and the minority interest loss associated with a third-party tax equity partnership arrangement. The following is a detailed discussion of the variance 
drivers by line item. 

Operating Revenues. The increase in revenues was primarily due to an increase in the number of EPC agreements at REC Solar and favorable solar portfolio revenue. 

Operating Expenses. The increase was primarily due to higher development expenses and goodwill impairment charges in the current year, partially offset by lower property 
taxes due to non-recurring property tax payments made in the prior year. 

Other Income and Expenses, net. The favorable variance in other income and expenses was primarily due to the bankruptcy court approved NAW and FES settlement 
agreement, which allowed retention of previously collected cash collateral under the Purchase Power Agreements (PPAs ), mark-to-market gains on interest rate swaps, the 
impairment of certain cost investments in the prior year and lower equity losses in the current year. 

Income Tax Benefit. The lower tax benefits in 2018 were due to the lower statutory federal corporate tax rate under the Tax Act and higher tax benefit in 2017 from cost and 
property , plant and equipment impairments. 

Loss Attributable to Noncontrolling Interests. The variance is primarily attributable to the entering into a third-party tax equity partnership arrangement. 
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Persistently low market pricing for wind resources, primarily in the Electric Reliability Council of Texas West market and PJM west and the future expiration of tax incentives 
including investment tax credits and production tax credits could result in adverse impacts to the future results of operations, financial position and cash flows of Commercial 
Renewables. 

Deterioration in credit quality resulting in bankruptcy of an offtaker of power from contracted wind or solar assets could result in adverse impacts to the future results of 
operations, financial position and cash flows of Commercial Renewables. On March 31, 2018, FES, a subsidiary of FirstEnergy and counterparty to two PPAs with NAW, filed 
for Chapter 11 bankruptcy. On June 18, 2018, The United States Bankruptcy Court's Northern District of Ohio Eastern Division approved the Stipulation between FES and 
NAW. The Stipulation resulted in, among other items , the termination of the two PPAs between FES and NAW, as a result, NAW is subject to market pricing in the PJ M west 
market. 

On September 26, 2018, Duke Energy announced it is seeking a minority investor for the commercial renewables business. Duke Energy will continue to develop projects , grow 
its portfolio and manage its renewables assets. Duke Energy Renewable Services, an operations and maintenance business for third-party customers, and REC Solar are not 
included in the potential transaction. A sale of a minority interest is dependent on a number of factors and cannot be predicted at this time. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations ," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 

Other 

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

(in millions) 2018 2017 Variance 2018 2017 Variance 

Operating Revenues $ 34 $ 35 $ (1) $ 101 $ 103 $ (2) 

Operating Expenses 

Fuel used in electric generation and purchased power 14 13 43 42 

Operation, maintenance and other (8) 20 (28) (2) 47 (49) 

Depreciation and amortization 43 27 16 113 79 34 

Property and other taxes 5 3 2 13 10 3 

Impairment charges 7 (7) 

Total operating expenses 54 63 (9) 167 185 (18) 

Gains (Losses) on Sales of Other Assets and Other, net 3 4 (1) (96) 15 (111) 

Operating Loss (17) (24) 7 (162) (67) (95) 

Other Income and Expenses, net 40 50 (10) 81 100 (19) 

Interest Expense 163 150 13 484 423 61 

Loss Before Income Taxes (140) (124) (16) (565) (390) (175) 

Income Tax Benefit (98) (93) (5) (125) (193) 68 

Less: Income Attributable to Noncontrolling Interests 2 3 (1) 6 8 (2) 

Net Loss $ (44) $ (34) $ (10) $ (446) $ (205) $ (241) 

Three Months Ended September 30, 2018, as Compared to September 30, 2017 

Other's higher net loss was primarily driven by insurance proceeds received in the prior year. The following is a detailed discussion of the variance drivers by line item. 

Operating Expenses. The variance was primarily driven by the reclassification of certain immaterial current year costs to the Electric Utilities and Infrastructure segment. 

Other Income and Expenses, net. The variance was primarily due to insurance proceeds received in the prior year resulting from settlement of the shareholder litigation 
related to the Progress Energy merger. 

Interest Expense. The variance was primarily due to an increase in long-term debt as well as higher interest rates on short-term debt. 

Income Tax Benefit. The variance was primarily driven by an increase in pretax losses and favorable tax return true ups, partially offset by the lower statutory corporate 
federal income tax rate under the Tax Act. For additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income Taxes." 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Other's higher net loss was driven by the loss on sale of the retired Beckjord station, higher interest expense and lower tax benefit due to the Tax Act. The following is a detailed 
discussion of the variance drivers by line item. 

Operating Expenses. The variance was primarily driven by the reclassification of certain immaterial current year costs to the Electric Utilities and Infrastructure segment. 

Other Income and Expenses, net. The variance was primarily due to insurance proceeds received in the prior year resulting from settlement of the shareholder litigation 
related to the Progress Energy merger. 
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Gains {Losses) on Sales of Other Assets and Other, net. The variance was driven by the loss on sale of the retired Beckjord station, a nonregulated facility retired during 
2014, including the transfer of coal ash basins and other real property and indemnification from all potential future claims related to the property, whether arising under 
environmental laws or otherwise. 

Interest Expense. The variance was primarily due to an increase in long-term debt as well as higher interest rates on short-term debt. 

Income Tax Benefit. The variance was primarily due to the valuation allowance against AMT credits and the lower statutory corporate federal income tax rate under the Tax 
Act, partially offset by an increase in pretax losses. For additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income Taxes." 

Matters Impacting Future Other Results 

Included in Other is Duke Energy Ohio's 9 percent ownership interest in the OVEC, which owns 2,256 MW of coal-fired generation capacity. As a counterparty to an inter­
company power agreement (ICPA), Duke Energy Ohio has a contractual arrangement to receive entitlements to capacity and energy from OVEC's power plants through June 
2040 commensurate with its power participation ratio, which is equivalent to Duke Energy Ohio's ownership interest. Costs, including fuel, operating expenses, fixed costs, debt 
amortization and interest expense, are allocated to counterparties to the ICPA, including Duke Energy Ohio, based on their power participation ratio. The value of the ICPA is 
subject to variability due to fluctuations in power prices and changes in OVEC's costs of business. On March 31 , 2018, FES, a subsidiary of FirstEnergy and an ICPA 
counterparty with a power participation ratio of 4.85 percent, filed for Chapter 11 bankruptcy, which could increase costs allocated to the counterparties. On July 31, 2018, the 
bankruptcy court rejected the FES ICPA, which means OVEC is an unsecured creditor in the FES barikruptcy proceeding. Duke Energy cannot predict the impact of the 
bankruptcy filing on its OVEC interests . In addition, certain proposed environmental rulemaking costs could result in future increased OVEC cost allocations. 

In March 2017, Duke Energy Ohio filed an electric distribution base rate application with the PUCO to address recovery of electric distribution system capital investments and 
any increase in expenditures subsequent to previous rate cases. On April 13, 2018, Duke Energy Ohio filed a Stipulation with the PUCO to resolve issues in the electric 
distribution base rate case and other regulatory matters. If approved by PUCO , the Stipulation would allow for Duke Energy Ohio to recover gains and losses incurred on and 
after January 1, 2018, related to OVEC, through the Price Stabilization Rider and, as a result, Duke Energy Ohio may move its ownership interest to the Electric Utilities and 
Infrastructure segment. Hearings concluded on August 6, 2018. Initial briefs were filed on September 11, 2018, and reply briefs on October 2, 2018. See Note 3 to the 
Condensed Consolidated Financial Statements , "Regulatory Matters" for additional information. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31 , 2017, for discussion of risks associated with the Tax Act. 

DUKE ENERGY CAROLINAS 

Management's Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months 
ended September 30, 2018, and 2017 and the Annual Report on Form 10-K/A for the year ended December 31, 2017. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairment charges 

Total operating expenses 

Losses on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

$ 

$ 

117 

Nine Months Ended September 30, 

2018 2017 Variance 

5,525 $ 5,581 $ (56) 

1,370 1,394 (24) 

1,464 1,472 (8) 

866 804 62 

214 206 8 

191 191 

4,105 3,876 229 

(1) (1) 

1,419 1,705 (286) 

108 140 (32) 

323 314 9 

1,204 1,531 (327) 

268 522 (254) 

936 $ 1,009 $ (73) 
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The following table shows the percent changes in GWh sales and average number of customers. The percentages for retail customer classes represent billed sales only. Total 

sales includes billed and unbilled retail sales and wholesale sales to incorporated municipalities, public and private utilities and power marketers. Amounts are not weather­

normalized. 

Increase (Decrease) over prior year 

Residential sales 

General service sales 

Industrial sales 

Wholesale power sales 

Joint dispatch sales 

Total sales 

Average number of customers 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Operating Revenues. The variance was driven primarily by: 

2018 

12.3% 

6.1% 

2.2% 

13.5% 

7.4% 

6.6% 

1.4% 

a $197 million decrease in retail sales due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the Tax 
Act; 

a $48 million decrease in rider revenues primarily related to energy efficiency programs; and 

a $25 million decrease in wholesale power revenues , net of sharing and fuel, primarily due to wholesale customer refunds in the current year related to a FERG order 
on a complaint filed by Piedmont Municipal Power Agency (PMPA), partially offset by higher revenues related to recovery of coal ash costs. 

Partially offset by: 

a $141 million increase in retail sales, net of fuel revenues, due to favorable weather in the current year; 

a $39 million increase in weather-normal retail sales volumes; and 

a $29 million increase in retail pricing due to the impacts of the North Carolina rate case. 

Operating Expenses. The variance was driven primarily by: 

a $191 million increase in impairment charges, primarily due to the impacts of the North Carolina rate order and charges related to coal ash costs in South Carolina; 
and 

a $62 million increase in depreciation and amortization primarily due to additional plant in service and higher amortization of deferred coal ash costs, partially offset by 
lower amortization of certain regulatory assets. 

Partially offset by: 

a $24 million decrease in fuel used in electric generation and purchased power primarily due to decreased coal ash beneficial reuse costs, partially offset by higher 
sales volumes . 

Other Income and Expenses. The variance was primarily due to lower AFUDC equity and a decrease in recognition of post in-service equity returns for projects that were 
completed prior to being refiected in customer rates. 

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine months ended 
September 30, 2018, and 2017 were 22.3 percent and 34.1 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and the amortization of state excess deferred taxes partially offset by favorable tax return true ups in the prior year. For additional information, see Note 17 to 
the Condensed Consolidated Financial Statements, "Income Taxes." 

Matters Impacting Future Results 

On May 18, 2016, the NCDEQ issued proposed risk classifications for all coal ash surface impoundments in North Carolina. All ash impoundments not previously designated as 
high priority by the Coal Ash Act were designated as intermediate risk. Certain impoundments classified as intermediate risk , however, may be reassessed in the future as low 
risk pursuant to legislation enacted on July 14, 2016. Duke Energy Carolinas' estimated AROs related to the closure of North Carolina ash impoundments are based upon the 
mandated closure method or a probability weighting of potential closure methods for the impoundments that may be reassessed to low risk. On October 12, 2018, NCDEQ 
announced that Duke Energy had satisfied the permanent replacement water supply requirements by the October 15, 2018, deadline set out in the Coal Ash Management Act. 
However, NCDEQ has not yet issued final classifications for these impoundments. As the final risk ranking classifications in North Carolina are delineated, final closure plans 
and corrective action measures are developed and approved for each s~e. the closure work progresses, and the closure method scope and remedial action methods are 
determined, the complexity of work and the amount of coal combustion material could be different than originally estimated and, therefore, could materially impact Duke Energy 
Carolinas' results of operations, financial position and cash fiows. 
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On June 22, 2018, Duke Energy Carolinas received an order from the NCUC, which denied the Grid Rider Stipulation and deferral treatment of grid improvement costs. Duke 
Energy Carolinas may petition for deferral of grid modernization costs outs ide of a general rate case proceeding if it can show financial hardship or a stipulation that includes 
greater consensus among intervening parties on costs being classified as grid modernization. Duke Energy Carolinas' results of operations, financ ial position and cash flows 
could be adversely impacted if grid modernization costs are not ultimately approved for recovery and/or deferral treatment. See Note 3 to the Condensed Consolidated Financial 
Statements, "Regulatory Matters," for add itional information. 

On October 10, 2018, Hurricane Michael made landfall on Florida's Panhandle as a Category 4 hurricane, the most powerful storm to hit the Florida Panhandle in recorded 
history. The storm caused damage within the service territory of Duke Energy Carolinas. Duke Energy Carolinas has not completed the final accumulation of total estimated 
storm restoration costs incurred; however, the preliminary estimate is approximately $70 million of operation and maintenance expenses. G iven the magnitude of the storm, 
Duke Energy Carolinas intends to request approval to defer the incremental costs incurred to a regulatory asset for recovery in the next base rate case. An order from 
regulatory authorities disallowing the deferral and future recovery of storm restoration costs could have an adverse impact on Duke Energy Carolinas' financ ial position, results 
of operations and cash flows. 

Duke Energy Carolinas is a party to multiple lawsuits and subject to fines and other penalties related to operations at certain North Carolina fac ilities with ash basins. In addition, 
the order issued in the Duke Energy Carolinas North Carolinas rate case supporting recovery of past coal ash remed iation costs has been appealed by various parties. The 
outcome of these appeals , lawsuits, fines and penalties could have an adverse impact on Duke Energy Carolinas' results of operations, financial position and cash flows. See 
Notes 3 and 4 to the Condensed Consolidated Financial Statements, "Regulatory Matters" and "Commitments and Contingencies," respectively, for additional information. 

See "Item 7. Management's Discussion and Analysis of Financial Cond ition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31 , 2017, for discussion of risks associated with the Tax Act. 

PROGRESS ENERGY 

Management's Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months 
ended September 30, 2018, and 2017 and the Annual Report on Form 10-K/A for the year ended December 31, 2017. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairment charges 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

Less: Net Income Attributable to Noncontrolling Interests 

Net Income Attributable to Parent 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Operating Revenues. The variance was driven primarily by: 

$ 

$ 

Nine Months Ended September 30, 

2018 2017 Variance 

8,119 $ 7,435 $ 684 

3,019 2,588 431 

1,913 1,697 216 

1,183 958 225 

399 386 13 

34 137 (103) 

6,548 5,766 782 

23 19 4 

1,594 1,688 (94) 

128 112 16 

626 595 31 

1,096 1,205 (109) 

186 384 (198) 

910 821 89 

6 7 ( 1) 

904 $ 814 $ 90 

a $467 million increase in fuel related revenues due to higher sales volumes, increases in fuel and capac ity rates billed to customers and increased demand at Duke 
Energy Florida; 

a $103 million increase in retail sales, net of fuel revenues, due to favorable weather in the current year and impacts of lost revenue resulting from Hurricane Irma in 
the prior year at Duke Energy Florida; 

an $89 million increase in JMR revenues, primarily due to the implementation of new base rates and weather normalized volumes at Duke Energy Progress; 

a $79 million increase in reta il pricing due to the impacts of the Duke Energy Progress North Carolina and South Carolina rate cases; and 
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a $73 million increase in wholesale power revenues, net of fuel, primarily due to the recovery of coal ash costs and higher peak demand at Duke Energy Progress. 

Partially offset by: 

a $98 million decrease in retail sales due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the Tax Act 
at Duke Energy Progress; and 

a $35 million decrease in rider revenues in conjunction with implementation of new base rate and impacts of Hurricane Florence at Duke Energy Progress. 

Operating Expenses. The variance was driven primarily by: 

a $431 million increase in fuel used in electric generation and purchased power primarily due to higher sales, higher deferred fuel and capacity expenses, and 
increased purchased power; 

a $225 million increase in depreciation and amortization primarily due to higher amortization of deferred coal ash costs and new depreciation rates associated with the 
North Carolina rate case at Duke Energy Progress, and accelerated depreciation of Crystal River Units 4 and 5 and additional plant in service at Duke Energy Florida; 

a $216 million increase in operation, maintenance and other primarily due to impacts associated with the North Carolina rate case at Duke Energy Progress and storm 
cost amortization at Duke Energy Florida; and 

a $13 million increase in property and other taxes primarily due to higher revenue related taxes. 

Partially offset by: 

a $103 million decrease in impairment charges primarily due to the write-off of remaining unrecovered Levy Nuclear Project costs in the prior year at Duke Energy 
Florida. 

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine months ended 
September 30, 2018, and 2017 were 17.0 percent and 31.9 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and levelization for annual amortization of federal and state excess deferred taxes. For additional information, see Note 17 to the Condensed Consolidated 
Financial Statements, "Income Taxes." 

Matters Impacting Future Results 

On May 18, 2016, the NCDEQ issued proposed risk classifications for all coal ash surface impoundments in North Carolina. All ash impoundments not previously designated as 
high priortty by the Coal Ash Act were designated as intermediate risk. Certain impoundments classified as intermediate risk, however, may be reassessed in the future as low 
risk pursuant to legislation enacted on July 14, 2016. Progress Energy's estimated AROs related to the closure of North Carolina ash impoundments are based upon the 
mandated closure method or a probabiltty weighting of potential closure methods for the impoundments that may be reassessed to low risk. On October 12, 2018, NCDEQ 
announced that Duke Energy had satisfied the permanent replacement water supply requirements by the October 15, 2018, deadline set out in the Coal Ash Management Act. 
However, NCDEQ has not yet issued final classifications for these impoundments. As the final risk ranking classifications in North Carolina are delineated, final closure plans 
and corrective action measures are developed and approved for each site, the closure work progresses, and the closure method scope and remedial action methods are 
determined, the complextty of work and the amount of coal combustion material could be different than originally estimated and, therefore, could materially impact Progress 
Energy's results of operations, financial position and cash flows. 

In the third quarter of 2018, Hurricane Florence caused historic flooding, extensive damage and widespread power outages within the Duke Energy Progress service territory. 
Current estimated restoration costs are approximately $420 million of operations and maintenance expense and approximately $75 million in capttal costs. Most of the operation 
and maintenance expenses are deferred as of September 30, 2018. Given the magnitude of the storm, Duke Energy Progress intends to request approval to defer the 
incremental costs incurred to a regulatory asset for recovery in the next base rate case. The request is expected to be filed during the fourth quarter of 2018. An order from 
regulatory authorities disallowing the deferral and future recovery of storm restoration costs could have an adverse impact on Progress Energy's financial position, results of 
operations and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

On October 10, 2018, Hurricane Michael made landfall on Florida's Panhandle as a Category 4 hurricane, the most powerful storm to hit the Florida Panhandle in recorded 
history. The storm caused significant damage within the service territories of Duke Energy Florida and Duke Energy Progress. Progress Energy has not completed the final 
accumulation of total estimated storm restoration costs incurred; however, the preliminary estimate is approximately $165 million of operation and maintenance expenses and 
approximately $175 million of capttal costs. Given the magnitude of the storm, Duke Energy Progress intends to request approval to defer the incremental costs incurred to a 
regulatory asset for recovery in the next base rate case, and Duke Energy Florida will recover these storm costs consistent with the provisions in Its 2017 Second Revised and 
Restated Settlement Agreement. An order from regulatory authorities disallowing the deferral and future recovery of storm restoration costs could have an adverse impact on 
Progress Energy's financial position, results of operations and cash flows. 

Duke Energy Progress is a party to multiple lawsuits and subject to fines and other penalties related to operations at certain North Carolina facilities with ash basins. As noted 
above, the order issued in the Duke Energy Progress North Carolinas rate case supporting recovery of past coal ash remediation costs has been appealed by various parties. 
The outcome of these appeals, lawsuits, fines and penalties could have an adverse impact on Progress Energy's results of operations, financial position and cash flows. See 
Notes 3 and 4 to the Condensed Consolidated Financial Statements, "Regulatory Matters" and "Commitments and Contingencies," respectively, for additional information. 
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Duke Energy Carolinas received an order from the NCUC, which denied the Grid Rider Stipulation and deferral treatment of grid improvement costs. The NCUC did allow Duke 
Energy Carolinas to petition for deferral of grid modernization costs outside of a general rate case proceeding if ii can show financial hardship or a stipulation that includes 
greater consensus among intervening parties on costs being classified as grid modernization. While Duke Energy Progress did not request recovery of these costs in its most 
recent case with the NCUC, Duke Energy Progress may request recovery of certain grid modernization costs in future regulatory proceedings. If the NCUC were to rule 
similarly , Progress Energy's results of operations, financial position and cash flows could be adversely impacted if grid modernization costs are not ultimately approved for 
recovery and/or deferral treatment. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

On June 30, 2017, Certain Teed 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 Certain Teed under the 
supply agreement is 50,000 tons per month through 2029. The trial for this matter concluded 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 per month, but that CertainTeed's sole remedy for Duke Energy Progress' long-term 
discontinuance under the agreement is liquidated damages. The estimated maximum amount that would be owed under the liquidated damages provision is approximately $90 
million. Both Certain Teed and Duke Energy Progress have filed cross-appeals. The outcome of the cross-appeals could have an adverse impact on Progress Energy's results 
of operations , financial position and cash flows . See Note 4 to the Condensed Consolidated Financial Statements, "Commitments and Contingencies," for additional information. 

Duke Energy Florida is constructing the 1,640-MW combined-cycle natural gas plant in Citrus County, Florida, and expects it to be commercially available in 2018. Actual costs 
are expected to exceed estimated costs by an immaterial amount after recoveries ; therefore , an impairment is not expected. Failure to complete the construction and achieve 
commercial operations by the end of 2018 or failure to obtain recoveries from customers or vendors could materially impact Progress Energy's results of operations, financial 
position and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters ," for additional information. 

On February 6, 2018, the FPSC approved a stipulation that would apply tax savings resulting from the Tax Act toward storm costs effective January 2018 in lieu of 
implementing a storm surcharge. On May 31, 2018, Duke Energy Florida filed for recovery of the storm costs. Storm costs are currently expected to be fully recovered by 
approximately mid-2021. The commission has scheduled the hearing to begin on May 21 , 2019. An order disallowing recovery of these costs could have an adverse impact on 
Progress Energy's results of operations , financial position and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional 
information. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations ," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 

DUKE ENERGY PROGRESS 

Management's Discuss ion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months 
ended September 30, 2018, and 2017 and the Annual Report on Form 10-K/A for the year ended December 31 , 2017. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairment charges 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

$ 

$ 
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Nine Months Ended September 30, 

2018 2017 Variance 

4,333 $ 3,878 $ 455 

1,452 1,214 238 

1,187 1,069 118 

723 536 187 

115 120 (5) 

33 33 

3,510 2,939 571 

9 3 6 

832 942 (110) 

61 84 (23) 

241 217 24 

652 809 (157) 

120 262 (142) 

532 $ 547 $ (15) 
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The following table shows the percent changes in GWh sales and average number of customers. The percentages for retail customer classes represent billed sales only. Total 

sales includes billed and unbilled retail sales, and wholesale sales to incorporated municipalities, public and private utilities and power marketers. Amounts are not weather­

normalized. 

Increase (Decrease) over prior period 2018 

Residential sales 

General service sales 

Industrial sales 

Wholesale power sales 

Joint dispatch sales 

Total sales 

Average number of customers 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Operating Revenues. The variance was driven primarily by: 

a $268 million increase in fuel related revenues due to higher retail sales and changes in generation mix; 

a $79 million increase in pricing due to the impacts of the North Carolina and South Carolina rate cases; 

a $73 million increase in wholesale power revenues , net of fuel, primarily due to recovery of coal ash costs and higher peak demand; 

a $72 million increase in retail sales due to favorable weather conditions; 

a $52 million increase in JAAR revenues in conjunction with implementation of new base rates; and 

a $37 million increase in weather normalized volumes. 

Partially offset by: 

10.1% 

2.1% 

0.7% 

7.2% 

2.9% 

5.4% 

1.6% 

a $98 million decrease in retail sales due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the Tax Act; 

a $25 million decrease in certain rider revenues in conjunction with implementation of new base rates; and 

a $10 million decrease in revenues due to the impacts of Hurricane Florence. 

Operating Expenses. The variance was driven primarily by: 

a $238 million increase in fuel used in electric generation and purchased power primarily due higher retail sales and changes in generation mix; 

a $187 million increase in depreciation and amortization primarily due to higher amortization of deferred coal ash costs and new depreciation rates per the North 

Carolina rate case; 

a $118 million increase in operation, maintenance and other expense primarily due to higher storm contingency costs , impacts associated with the North Carolina rate 

case and higher operational costs that are recoverable in rates; and 

a $33 million increase in impairment charges associated with the North Carolina rate case. 

Other Income and Expenses. The variance was primarily driven by lower income from non-service components of employment benefit costs. For additional information on 
employee benefit costs, see Note 16 to the Condensed Consolidated Financial Statements, "Employee Benefit Plans." 

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine months ended 
September 30, 2018, and 2017 were 18.4 percent and 32.4 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and the amortization of state excess deferred taxes. For additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income 
Taxes." 
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On May 18, 2016, the NCDEQ issued proposed risk classifications for all coal ash surface impoundments in North Carolina. All ash impoundments not previously designated as 
high priority by the Coal Ash Act were designated as intermediate risk. Certain impoundments classified as intermediate risk, however, may be reassessed in the future as low 
risk pursuant to legislation enacted on July 14, 2016. Duke Energy Progress' estimated AROs related to the closure of North Carolina ash impoundments are based upon the 
mandated closure method or a probability weighting of potential closure methods for the impoundments that may be reassessed to low risk. On October 12, 2018, NCDEQ 
announced that Duke Energy had satisfied the permanent replacement water supply requirements by the October 15, 2018, deadline set out in the Coal Ash Management Act. 
However, NCDEQ has not yet issued final classifications for these impoundments. As the final risk ranking classifications in North Carolina are delineated, final closure plans 
and corrective action measures are developed and approved for each site, the closure work progresses, and the closure method scope and remedial action methods are 
determined, the compledy of work and the amount of coal combustion material could be different than originally estimated and, therefore, could materially impact Duke Energy 
Progress' results of operations, financial position and cash flows. 

In the third quarter of 2018, Hurricane Florence caused historic flooding, extensive damage and widespread power outages within the Duke Energy Progress service territory. 
Current estimated restoration costs are approximately $420 million of operations and maintenance expense and approximately $75 million in capital costs. Most of the operation 
and maintenance expenses are deferred as of September 30, 2018. Given the magnitude of the storm, Duke Energy Progress intends to request approval to defer the 
incremental costs incurred to a regulatory asset for recovery in the next base rate case. The request is expected to be filed during the fourth quarter of 2018. An order from 
regulatory authorities disallowing the deferral and future recovery of storm restoration costs could have an adverse impact on Duke Energy Progress' financial position, results 
of operations and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

On October 10, 2018, Hurricane Michael made landfall on Florida's Panhandle as a Category 4 hurricane, the most powerful storm to hit the Florida Panhandle in recorded 
history. The storm caused damage within the service territory of Duke Energy Progress. Duke Energy Progress has not completed the final accumulation of total estimated 
storm restoration costs incurred; however, the preliminary estimate is approximately $25 million of operation and maintenance expenses. Given the magnitude of the storm, 
Duke Energy Progress intends to request approval to defer the incremental costs incurred to a regulatory asset for recovery in the next base rate case. An order from 
regulatory authorities disallowing the deferral and future recovery of storm restoration costs could have an adverse impact on Duke Energy Progress' financial position, results 
of operations and cash flows. 

Duke Energy Progress is a party to multiple lawsuits and subject to fines and other penalties related to operations at certain North Carolina facilities with ash basins. As noted 
above, the order issued in the Duke Energy Progress North Carolinas rate case supporting recovery of past coal ash remediation costs has been appealed by various parties. 
The outcome of these appeals, lawsuits, fines and penalties could have an adverse impact on Duke Energy Progress' results of operations, financial position and cash flows. 
See Notes 3 and 4 to the Condensed Consolidated Financial Statements, "Regulatory Matters" and "Commitments and Contingencies," respectively, for additional information. 

Duke Energy Carolinas received an order from the NCUC, which denied the Grid Rider Stipulation and deferral treatment of grid improvement costs. The NCUC did allow Duke 
Energy Carolinas to petition for deferral of grid modernization costs outside of a general rate case proceeding if it can show financial hardship or a stipulation that includes 
greater consensus among intervening parties on costs being classified as grid modernization. While Duke Energy Progress did not request recovery of these costs in its most 
recent case with the NCUC, Duke Energy Progress may request recovery of certain grid modernization costs in future regulatory proceedings. If the NCUC were to rule 
similarly, Duke Energy Progress' results of operations, financial position and cash flows could be adversely impacted if grid modernization costs are not ultimately approved for 
recovery and/or deferral treatment. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

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 is 50,000 tons per month through 2029. The trial for this matter concluded 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 per month, but that CertainTeed's sole remedy for Duke Energy Progress' long-term 
discontinuance under the agreement is liquidated damages. The estimated maximum amount that would be owed under the liquidated damages provision is approximately $90 
million. Both CertainTeed and Duke Energy Progress have filed cross-appeals. The outcome of the cross-appeals could have an adverse impact on Duke Energy's Progress 
results of operations, financial position and cash flows. See Note 4 to the Condensed Consolidated Financial Statements, "Commitments and Contingencies," for additional 
information. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 
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Management's Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months 
ended September 30, 2018, and 2017 and the Annual Report on Form 10-K/A for the year ended December 31, 2017. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairment charges 

Total operating expenses 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

$ 

$ 

Nine Months Ended September 30, 

2018 2017 Variance 

3,780 $ 3,551 $ 229 

1,567 1,374 193 

719 623 96 

460 423 37 

284 265 19 

137 (136) 

3,031 2,822 209 

749 729 20 

75 58 17 

210 211 (1) 

614 576 38 

100 208 (108) 

514 $ 368 $ 146 

The following table shows the percent changes in GWh sales and average number of customers. The percentages for retail customer classes represent billed sales only. 
Wholesale power sales include both billed and unbilled sales. Total sales includes billed and unbilled retail sales, and wholesale sales to incorporated municipalities, public and 

private utilities and power marketers. Amounts are not weather-normalized. 

Increase (Decrease) over prior period 

Residential sales 

General service sales 

Industrial sales 

Wholesale and other 

Total sales 

Average number of customers 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Operating Revenues. The variance was driven primarily by: 

2018 

2.7% 

1.1% 

0.2% 

4.4% 

2.0% 

1.6% 

a $199 million increase in fuel and capacity revenues primarily due to an increase in fuel and capacity rates billed to retail customers, as well as increased demand; 
and 

a $31 million increase in retail sales, net of fuel revenues , due to favorable weather in the current year and impacts of lost revenue resulting from Hurricane Irma in the 
prior year. 

Operating Expenses. The variance was driven primarily by: 

a $193 million increase in fuel used in electric generation and purchased power primarily due to higher deferred fuel and capacity expenses, increased purchased 
power and increased demand; 

a $96 million increase in operations, maintenance and other expense primarily due to storm cost amortizations, partially offset by lower storm restoration costs in the 
current year; 

a $37 million increase in depreciation and amortization primarily due to accelerated depreciation of Crystal River Units 4 and 5 and additional plant in service, partially 
offset by decreased ARO depreciation due to the updated Crystal River Unit 3 nuclear decommissioning cost study; and 

a $19 million increase in property and other taxes primarily due to higher revenue related taxes. 

Partially offset by: 

a $136 million decrease in impairment charges primarily due to the write-off of remaining unrecovered Levy Nuclear Project costs in the prior year. 

Other Income and Expenses. The variance was driven primarily by higher AFUDC equity return on the Citrus County Combined Cycle project in the current year. 
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Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine months ended 
September 30, 2018, and 2017 were 16.3 percent and 36.1 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal corporate tax rate 
under the Tax Act and the amortization of federal excess deferred taxes. For additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income 
Taxes." 

Matters Impacting Future Results 

Duke Energy Florida is constructing the 1,640-MW combined-cycle natural gas plant in Citrus County, Florida, and expects it to be commercially available in 2018. Actual costs 
are expected to exceed estimated costs by an immaterial amount after recoveries; therefore, an impairment is not expected. Failure to complete the construction and achieve 
commercial operations by the end of 2018 or failure to obtain recoveries from customers or vendors could materially impact Duke Energy Florida's results of operations, 
financial position and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

On February 6, 2018, the FPSC approved a stipulation that would apply tax savings resulting from the Tax Act toward storm costs effective January 2018 in lieu of 
implementing a storm surcharge. On May 31, 2018, Duke Energy Florida filed for recovery of the storm costs. Storm costs are currently expected to be fully recovered by 
approximately mid-2021. The commission has scheduled the hearing to begin on May 21, 2019. An order disallowing recovery of these costs could have an adverse impact on 
Duke Energy Florida's results of operations, financial position and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for 
addrtional information. 

On October 10, 2018, Hurricane Michael made landfall on Florida's Panhandle as a Category 4 hurricane, the most powerful storm to hit the Florida Panhandle in recorded 
history. The storm caused significant damage within the service territory of Duke Energy Florida. Duke Energy Florida has not completed the final accumulation of total 
estimated storm restoration costs incurred; however, the preliminary estimate is approximately $140 million of operation and maintenance expenses and approximately $175 
million in capital costs. Given the magnitude of the storm, Duke Energy Florida will recover these storm costs consistent wrth the provisions in its 2017 Second Revised and 
Restated Settlement Agreement. An order from regulatory authorities disallowing the future recovery of storm restoration costs could have an adverse impact on Duke Energy 
Florida's financial position, results of operations and cash flows. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 

DUKE ENERGY OHIO 

Management's Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months 
ended September 30, 2018, and 2017 and the Annual Report on Form 10-K/A for the year ended December 31, 2017. 

Results of Operations 

(in millions) 

Operating Revenues 

Regulated electric 

Regulated natural gas 

Nonregulated electric and other 

Total operating revenues 

Operating Expenses 

Fuel used in electric generation and purchased power - regulated 

Fuel used in electric generation and purchased power - non regulated 

Cost of natural gas 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairment charges 

Total operating expenses 

{Losses) Gains on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income From Continuing Operations Before Income Taxes 

Income Tax Expense From Continuing Operations 

Income From Continuing Operations 

Loss From Discontinued Operations, net of tax 

Net Income 

$ 

$ 

125 

Nine Months Ended September 30, 

2018 2017 

1,055 $ 1,036 $ 

361 360 

36 30 

1,452 1,426 

284 283 

43 42 

73 69 

337 388 

196 193 

218 204 

1,151 1,180 

(106) 

195 247 

17 15 

68 67 

144 195 

23 67 

121 128 

(1) 

121 $ 127 $ 

Variance 

19 

6 

26 

1 

4 

(51) 

3 

14 

(1) 

(29) 

(107) 

(52) 

2 

1 

(51) 

(44) 

(7) 

(6) 
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The following table shows the percent changes in GWh sales of electricity, dekatherms of natural gas delivered and average number of electric and natural gas customers. The 
percentages for retail customer classes represent billed sales only. Total sales includes billed and unbilled retail sales and wholesale sales to incorporated municipalities , public 
and private utilities and power marketers. Amounts are not weather-normalized. 

Increase (Decrease) over prior year 

Residential sales 

General service sales 

Industrial sales 

Wholesale electric power sales 

Other natural gas sales 

Total sales 

Average number of customers 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Operating Revenues. The variance was driven primarily by: 

Electric 

a $39 million increase in electric and natural gas retail sales, net of fuel revenues , due to favorable weather in the current year; 

a $16 million increase in financial transmission rights revenues; 

a $5 million increase in other revenues related to OVEC; 

a $5 million increase in fuel revenues due to higher natural gas costs; and 

a $4 million increase in rider revenue primarily due to increased rates. 

Partially offset by: 

Natural Gas 

2018 2018 

13.4% 28.6% 

3.6% 24.7% 

(1.0)% 9.6% 

(58.3)% n/a 

n/a 0.3% 

3.0% 17.3% 

0.8% 0.8% 

a $38 million decrease in regulated revenues due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the 
Tax Act; and 

a $5 million decrease in bulk power marketing sales. 

Operating Expenses. The variance was driven primarily by: 

a $51 million decrease in operations, maintenance and other expense primarily due to the FERG approved settlement refund of certain transmission costs previously 
billed by PJM. 

Partially offset by: 

a $14 million increase in property and other taxes primarily due to higher property taxes due to higher plant balances; and 

a $6 million increase in fuel costs primarily due to increased natural gas sales volumes. 

Other Income and Expenses. The variance was driven primarily by an increase in AFUDC equity due to higher base spending for transmission and fossil plants and an 
increase due to the impairment of meters in 2017. 

Gains {Losses) on Sales of Other Assets and Other, net. The decrease was driven by the loss on the sale of Beckjord, a nonregulated facility retired during 2014, including 
the transfer of coal ash basins and other real property and indemnification from any and all potential future claims related to the property, whether arising under environmental 
laws or otherwise. 

Income Tax Expense. The variance was primarily due to a decrease in pretax income and the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the 
nine months ended September 30, 2018, and 2017 were 16.0 percent and 34.4 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal 
corporate tax rate under the Tax Act and the amortization of federal excess deferred taxes. For additional information, see Note 17 to the Condensed Consolidated Financial 
Statements, "Income Taxes." 

Matters Impacting Future Results 

Duke Energy Ohio has a 9 percent ownership interest in OVEC, which owns 2,256 MW of coal-fired generation capacity. As a counterparty to an ICPA, Duke Energy Ohio has 
a contractual arrangement to receive entitlements to capacity and energy from OVEC's power plants through June 2040 commensurate with ~s power participation ratio , which 
is equivalent to Duke Energy Ohio's ownership interest. Costs, including fuel, operating expenses, fixed costs, debt amortization and interest expense, are allocated to 
counterparties to the ICPA, including Duke Energy Ohio, based on their power participation ratio. The value of the ICPA is subject to variability due to fluctuations in power 
prices and changes in OVEC's costs of business. On March 31 , 2018, FES, a subsidiary of FirstEnergy and an ICPA counterparty with a power participation ratio of 4.85 
percent, filed for Chapter 11 bankruptcy, which could increase costs allocated to the counterparties. On July 31, 2018, the bankruptcy court rejected the FES ICPA, which 
means OVEC is an unsecured creditor in the FES bankruptcy proceeding. Duke Energy Ohio cannot predict the impact of the bankruptcy filing on .its OVEC interests. In 
addition, certain proposed environmental rulemaking costs could result in future increased OVEC cost allocations. 
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In March 2017, Duke Energy Ohio filed an electric distribution base rate application with the PUCO to address recovery of electric distribution system capital investments and 
any increase in expenditures subsequent to previous rate cases. On April 13, 2018, Duke Energy Ohio filed a Stipulation with the PUCO to resolve issues in the electric 
distribution base rate case and other regulatory matters. If approved by PUCO, the Stipulation would allow for Duke Energy Ohio to recover gains and losses incurred on and 
after January 1, 2018, related to OVEC, through the Price Stabilization Rider. Hearings concluded on August 6, 2018. Initial briefs were filed on September 11, 2018, and reply 
briefs on October 2, 2018. Duke Energy Ohio's results of operations, financial position and cash flows could be adversely impacted if the Stipulation is denied by the PUCO. See 
Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 

DUKE ENERGY INDIANA 

Management's Discussion and Analysis should be read in conjunction with the accompanying Condensed Consolidated Financial Statements and Notes for the nine months 
ended September 30, 2018, and 2017 and the Annual Report on Form 10-K/A for the year ended December 31, 2017. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Fuel used in electric generation and purchased power 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairment charges 

Total operating expenses 

Gains on Sales of Other Assets and Other, net 

Operating Income 

Other Income and Expenses, net 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

$ 

$ 

Nine Months Ended September 30, 

2018 2017 Variance 

2,288 $ 2,302 $ (14) 

730 744 (14) 

576 546 30 

386 336 50 

56 56 

30 30 

1,778 1,682 96 

1 (1) 

510 621 ( 111) 

36 32 4 

125 132 (7) 

421 521 (100) 

104 203 (99) 

317 $ 318 $ (1) 

The following table shows the percent changes in GWh sales and average number of customers. The percentages for retail customer classes represent billed sales only. Total 

sales includes billed and unbilled retail sales and wholesale sales to incorporated municipalities, public and private utilities and power marketers. Amounts are not weather­

normalized. 

Increase (Decrease) over prior year 

Residential sales 

General service sales 

Industrial sales 

Wholesale power sales 

Total sales 

Average number of customers 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Operating Revenues. The variance was driven primarily by: 

an $83 million decrease due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the Tax Act; and 

a $22 million decrease in wholesale power revenues, net of fuel, primarily due to contracts that expired in the prior year. 
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2018 

14.0% 

3.1% 

0.4% 

(0.9)% 

3.7% 

1.2% 
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Partially offset by: 

a $53 million increase in rate rider revenues primarily related to the Edwardsport Integrated Gasification Combined Cycle (IGCC) plant and the Transmission, 
Distribution and Storage System Improvement Charge rider; 

a $24 million increase in electric sales to retail customers due to favorable weather in the current year; 

a $7 million increase in w_eather-normal sales volumes to retail customers in the current year; and 

a $6 million increase in fuel and other revenues primarily due to higher Midcontinent Independent System Operator rider revenue, partially offset by a decrease in retail 
and wholesale fuel revenues. 

Operating Expenses. The variance was driven primarily by: 

a $50 million increase in depreciation and amortization primarily due to additional plant in service and the deferral of certain asset retirement obligations in the prior 
year; 

a $30 million increase in operation, maintenance and other expense primarily due to higher amortizations of previously deferred expenses, higher transmission and 
customer related costs; and 

a $30 million increase in impairment charges primarily due to the reduction of a regulatory asset pertaining to the Edwardsport IGCC settlement agreement. 

Partially offset by: 

a $14 million decrease in fuel used in electric generation and purchased power primarily due to the net benefrt to expense of lower purchased power and an increase 
in internal generation, and lower fuel prices. 

Other Income and Expenses. The increase was primarily due to higher AFUDC equity resulting from recognition of the equity portion of rider specific post-in-service carrying 
costs under the tax settlement approved by the IURC. 

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine months ended 
September 30, 2018, and 2017 were 24. 7 percent and 39.0 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal corporate tax rate 
under the Tax Act. For additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income Taxes." 

Matters Impacting Future Results 

On April 17, 2015, the U.S. Environmental Protection Agency (EPA) published in the Federal Register a rule to regulate the disposal of Coal Combustion Residuals (CCR) from 
electric utilities as solid waste. Duke Energy Indiana has interpreted the rule to identify the coal ash basin sites impacted and has assessed the amounts of coal ash subject to 
the rule and a method of compliance. Duke Energy Indiana's interpretation of the requirements of the CCR rule is subject to potential legal challenges and further regulatory 
approvals, which could result in additional ash basin closure requirements, higher costs of compliance and greater AROs. Additionally, Duke Energy Indiana has retired facilities 
that are not subject to the CCR rule. Duke Energy Indiana may incur costs at these facilities to comply with environmental regulations or to mitigate risks associated with on-site 
storage of coal ash. An order from regulatory authorities disallowing recovery of costs related to closure of ash basins could have an adverse impact on Duke Energy Indiana's 
results of operations, financial position and cash flows. See Note 3 to the Condensed Consolidated Financial Statements, "Regulatory Matters," for additional information. 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 
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Management's Discussion and Analysis should be read in conjunction with the Condensed Consolidated Financial Statements and Notes for the nine months ended 
September 30, 2018, and 2017 and the Annual Report on Form 10-K/A for the year ended December 31, 2017. 

Results of Operations 

(in millions) 

Operating Revenues 

Operating Expenses 

Cost of natural gas 

Operation, maintenance and other 

Depreciation and amortization 

Property and other taxes 

Impairment charges 

Total operating expenses 

Operating Income 

Other Income and Expenses 

Equity in earnings of unconsolidated affiliates 

Other income and expenses, net 

Total other income and expenses 

Interest Expense 

Income Before Income Taxes 

Income Tax Expense 

Net Income 

$ 

$ 

The following table shows the percent changes in dekatherms delivered and average number of customers. 
unbilled sales. Amounts are not weather-normalized. 

Increase (Decrease) over prior year 

Residential deliveries 

Commercial deliveries 

Industrial deliveries 

Power generation deliveries 

For resale 

Total throughput deliveries 

Secondary market volumes 

Average number of customers 

Nine Months Ended September 30, 

2018 2017 Variance 

940 $ 884 $ 56 

387 333 54 

252 226 26 

118 109 9 

36 38 (2) 

7 (7) 

793 713 80 

147 171 (24) 

6 8 (2) 

9 (1) 10 

15 7 8 

60 59 

102 119 (17) 

21 43 (22) 

81 $ 76 $ 5 

The percentages for all throughput deliveries represent billed and 

2018 

34.2% 

20.1% 

3.3% 

25.9% 

21.8% 

21.6% 

(9.8)% 

1.5% 

Due to the margin decoupling mechanism in North Carolina and weather normalization adjustment (WNA) mechanisms in South Carolina and Tennessee, changes in throughput 
deliveries do not have a material impact on Piedmont's revenues or earnings. The margin decoupling mechanism adjusts for variations in residential and commercial use per 
customer, including those due to weather and conservation. The WNA mechanisms mostly offset the impact of weather on bills rendered, but do not ensure precise recovery of 
approved margin during periods when winter weather is significantly warmer or colder than normal. 

Nine Months Ended September 30, 2018, as Compared to September 30, 2017 

Operating Revenues. The variance was driven primarily by: 

a $54 million increase primarily due to higher natural gas costs passed through to customers due to higher retail volumes sold and higher natural gas prices; and 

a $37 million increase primarily due to residential and commercial customer revenue, net of natural gas costs passed through to customers, due to customer growth 
and IMR rate adjustments; and new power generation customers. 

Partially offset by: 

a $34 million decrease due to revenues subject to refund to customers associated with the lower statutory federal corporate tax rate under the Tax Act. 
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a $54 million increase in cost of natural gas primarily due to higher retail volumes sold and higher natural gas prices; 

a $26 million increase in operation, maintenance and other primarily due to increased shared services, costs to achieve merger expenses and natural gas operations; 
and 

a $9 million increase in depreciation and amortization due to addnional plant in service. 

Partially offset by: 

a $7 million decrease due to an impairment of software recorded in the prior year. 

Other Income and Expense. The increase was primarily due to higher income from non-service components of employee benef~ costs in the current year. For additional 
information on employee benefit costs, see Note 16 to the Condensed Consolidated Financial Statements, "Employee Benefit Plans." 

Income Tax Expense. The variance was primarily due to the lower statutory federal corporate tax rate under the Tax Act. The ETRs for the nine months ended 
September 30, 2018, and 2017 were 20.6 percent and 36.1 percent, respectively. The decrease in the ETR was primarily due to the lower statutory federal corporate tax rate 
under the Tax Act. For additional information, see Note 17 to the Condensed Consolidated Financial Statements, "Income Taxes." 

Matters Impacting Future Results 

See "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations," in the Duke Energy Registrants' Annual Reports on Form 10-K/A for the 
year ended December 31, 2017, for discussion of risks associated with the Tax Act. 

LIQUIDITY AND CAPITAL RESOURCES 

Sources and Uses of Cash 

Duke Energy relies primarily upon cash flows from operations, debt issuances and its existing cash and cash equivalents to fund its liquidity and capital requirements. Duke 
Energy's capital requirements arise primarily from capital and investment expenditures, repaying long-term debt and paying dividends to shareholders. See Duke Energy's 
Annual Report on Form 10-K/A for the year ended December 31, 2017, for a summary and detailed discussion of projected primary sources and uses of cash for 2018 to 2020. 

The Subsidiary Registrants generally maintain minimal cash balances and use short-term borrowings to meet their working capital needs and other cash requirements. The 
Subsidiary Registrants, excluding Progress Energy (Parent), support their short-term borrowing needs through participation with Duke Energy and certain of its other 
subsidiaries in a money pool arrangement. The companies with short-term funds may provide short-term loans to affiliates participating under this arrangement. 

Duke Energy and the Subsidiary Registrants, excluding Progress Energy (Parent), may also use short-term debt, including commercial paper and the money pool, as a bridge 
to long-term debt financings. The levels of borrowing may vary significantly over the course of the year due to the timing of long-term debt financings and the impact of 
fluctuations in cash flows from operations. From time to time, Duke Energy's current liabilities may exceed current assets resulting from the use of short-term debt as a funding 
source to meet scheduled maturities of long-term debt, as well as cash needs, which can fluctuate due to the seasonality of its business. 

Equity Issuance 

Refer to Note 14 to the Condensed Consolidated Financial Statements, "Common Stock," for further information regarding Duke Energy's equity issuance. 

CREDIT FACILITIES AND REGISTRATION STATEMENTS 

Refer to Note 5 to the Condensed Consolidated Financial Statements, "Debt and Credit Facilities," for further information regarding Duke Energy's available credit facilities, 
including the Master Credit Facility. 

Shelf Registration 

In September 2016, Duke Energy filed a registration statement (Form S-3) with the U.S. Securities and Exchange Commission. Under this Form S-3, which is uncapped, the 
Duke Energy Registrants, excluding Progress Energy (Parent), may issue debt and other securities in the future at amounts, prices and with terms to be determined at the time 
of future offerings. The registration statement also allows for the issuance of common stock by Duke Energy. 

In January 2017, Duke Energy amended its Form S-3 to add Piedmont as a registrant and included in the amendment a prospectus for Piedmont under which tt may issue debt 
securities in the same manner as other Duke Energy Registrants. 
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