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PART Il

DUKE ENERGY CORPORATION » DUKE ENERGY CAROLINAS, LLC « PROGRESS ENERGY INC. »

DUKE ENERGY PROGRESS, INC. « DUKE ENERGY FLORIDA, INC. » DUKE ENERGY OHIO, INC. « DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — {Continued)

Year Ended December 31, 2012

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Propress Florida Ohie Indiana
Regulatory assets, net increase (decrease) $976 $(111) 3(76) $89) $23 $22 $17
Accumulated other comprehensive (income) loss
Deferred income tax benefit $ 14 $ — $— $— $— $15 $—
Reclassification of actuarial losses to an affiliate — — — — — (43 —
Actuarial {gains) tosses arising during the year (2 — 3 — — — —
Prior year service credit arising during the year n — — — - — —
Amortization of prior year actuarial Josses (13 — &) — — (3) —
Reclassification of actuarial losses to regulatory assets (20) — — — — {1 —
Amortization of priar year service cost (1) — 1y — — {1 —
Net amount recognized in accumulated other comprehensive income $029 § — $— $— $— 3038 $—
Recontiliation of Funded Status to Net Amount Recognized
Year Ended December 31, 2013
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy  Energy
(in miltions) Energy Carolinas Energy Progress Florida Ohic  Indiana
Change in Projected Benefit Obligation
(bligation at prior measurement date $ 8,030 $2,028 $2,868 $1,264 $1.309 $ s 684
Service cost 167 49 60 b k] 6 1
Interest cost 120 80 11g 50 53 n 28
Actuanial gaing (399 13 {118) (26) {15 (Y] {56}
Transfers - (26) n (45 {1 (2 2
Plan amendments {41) (13) (19) (8 M — —
Benefits paid (567} (170} {161) (85) (60) (39} 20
Obligation at measurement date $ 7,510 $1.875 $2,139 $1,172 $1,233 $ 442 $632
Actumulated Benefit Obligation at measurement date $ 1,361 $1.875 $2,698 $1,172 $1,192 $ 4 $608
Change in Fair Value of Plan Assets
Plan assets at prior measurgment date $ 1.154 $2.151 $2647 $1,289 $1,150 $ 446  $627
Actuat return on plan assets 105 207 215 108 93 43 62
Benefits paid {(567) (110 (161) (85) (60} (39 (33)
Transfers — (26) m (45) (an 2 ¥
Employer contributions 250 — 250 63 133 -_— —_
Plan assels at measurement date $ 8,142 $2,162 $2,944 $1,330 $1,298 $ 448 $ 654
Funded status of plan $ 632 $ 287 $ 205 $ 158 $ 66 $ & s
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PARTII

DUKE ENERGY CORPORATION  DUKE ENERGY CAROLINAS, LLC + PROGRESS ENERGY, INC. =

DUKE ENERGY PROGRESS, INC. » DUKE ENERGY FLORIDA, INC. « DUKE ENERGY OHIO, INC. + DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Year Ended December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy  Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio  Indiana
Change in Projected Benefit Obligation
Obligaticn at prior measurement date $ 4880 $ 1831 $ 279 $1.263 $1.179 $ 627 $613
Qbligation assumed from acquisition 2,850 — — — — — —
Service cost 122 35 63 25 30 6 9
Interest cost 307 80 127 58 56 3 30
Actuarial losses 489 13 166 3 120 68 76
Transfers — 176 — — - {157 —
Plan amendments {170 52) (I {43) 110y — n
Benefits paid (448) (125) (153 73) (66) {38) (43)
Obligation at measurement date $ 8.030 $ 2028 § 2.868 $1.264 $1.309 $ 527 § 634
Accumulated Benefit Obligation at measurement date $ 7343 $ 2028 § 2820 $1.264 $1.261 $ 501 $653
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $ 4741 $ 1820 $ 2191 $1.091 $ 969 $ 565 $582
Assets received from acquisition 2,285 — — — — — —
Actual return on plan assets 872 280 263 130 11% 86 88
Benefits paid (448) (125) {153} (73 {66) (38) 43)
Transfers — 176 — — — {167} —
Employer contributions 304 — 346 141 128 — —
Plan assets al measurement date $ 7,754 $ 2151 $ 2647 $1.289 $ 1.150 $ 446 $ 627
Funded status of plan 3 (276) § 113 $ @ § 25 § (159) $ (8) 351
Amounts Recognized in the Consclidated Balance Sheets

December 31, 2013
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy  Energy
{in millions) Energy Carolinas Energy Progress Florida Qhio  Indiana
Prefunded pension™ § 532 $ 281 $230 $ 158 $ 66 $§ 2 §715
Noncurrent pension liability $ — $ — $ 25 $ — $ — $ 4 §$ 5
tet asset recognized $ 632 $ 207 $ 205 $158 $ 66 $ 6 §$ 2
Regutatory assets $1,599 $37 $82% $ 363 $ 395 $48 3147
Actumulated other comprehensive {income) loss
Deferred income tax asset $ @ § — $m $ — § — $— §$—
Prior service credit (5) — — — —_ — —
Net actuarial loss 121 - 21 —_ — — —
Net amounts recognized in actumulated other comprehensive loss™ $ 15 $ — $ 12 $ — 5 — $— 3 —
Amaunts to be recognized in net periodic penson expense in the rext year
Unracognized net actuarial loss $ 149 $ 35 tn b K] $ $ 4 §$ 7
Unrecognized prior service credit {15) ® 4 (2) (1 - —
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PART Il

DUKE ENERGY CORPORATION = DUKE ENERGY CAROLINAS, LLC » PROGRESS ENERGY INC. =
DUXE ENERGY PROGRESS, INC. + DUKE ENERGY FLORICA, INC. = DUKE ENERGY OHIO, INC. = DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Siatements — (Continued)

December 31, 2012

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Enevgy Progress Florida Ohio Indiana
Prefunded pension® $ 163 $123 $} — $ 25 $ — $— $—
Noncurrent pension hiability $ 439 $— $ 221 $— $ 199 $ 81 $ 57
Nt asset (liability) recognized $ (276) $123 $ (221) $ 25 $(158) $(B1) $ 57
Regulatory assets $2,387 $582 $1.079 $472 $ 541 $144 $246
Accumu'ated other comprehensive {income) loss
Deferred income tax asset $ (59 $— $ @ $— $ — $— $—
Prior service credit ity — — — — — -—
Net actuaria! loss 166 — 26 — — — —
Net amounts recognized in accumulated other comprehensive loss™ $ 103 $— $ 17 $ — $ — $ — $ —
(3} Included in Other within 'nvesiments and Other Assets on the Consolidated Balance Shests.
(b Excludes accumulated other comprehensive income of $16 million and $9 million as of 2013 and 2012, respectively, net of tax, associated with a Brazihan retirement plan
Information for Plans with Accumulated Benefit Cbligation in Excess of Plan Assets
As of December 31, 2013, no qualified pension plans had an accumulated benefit obligation in excess of plan assets.
December 31, 2012
Duke Duke Duke
Duke Progress Energy Energy Energy
{in millions) Energy Energy Florida Ohio Indiana
Projected benefit obligation $5.396 $2.868 $1.309 $527 $684
Accumulated benefit obligation 5,201 2.820 1,261 501 €53
Fair value of plan assets 4957 2,647 1,150 446 627

Assumptions Used for Pension Benefits Accounting

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

accounting. For Progress Energy plans, the assumptions used in 2012 to

The average remaining servite period of active covered employees is
nine years for Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke
Energy Indiana and eight years for Progress Energy, Duke Energy Progress and
Duke Erergy Florida.
The following tables present the assumptions used for pension benefit

determing net periodic pension cost reflect remeasurement as of July 1, 2012,
due to the merger between Duke Energy and Progress Energy.

Duke Energy Progress Energy
December 31, December 31,
2013 2012 2011 2013 2012 2011

Benefit Obligations
Discount rate 410% 410% 5.10% 420% 410% 475%
Salary increase 440% 430% 4.40% 4.00% 4.00% 4.00%
Net Periodic Benefit Cost
Discount rate 410% 4.60-5.10% 5.00% 410% 460-4.75% 5.55%
Salary increase 4.30% 4.40% 4.10% 4.00% 4.00% 450%
Expected long-term rate of return on plan assets 1.15% B.00% 8.25% 1.15% 8.00-8.25% 8.50%
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PART 1l

DUKE ENERGY CORPORATION « DUKE ENERGY CAROLINAS, LLC « PROGRESS ENERGY INC. o

DUKE ENERGY PROGRESS, INC. = DUKE ENERGY FLORIDA, INC.  DUKE ENERGY OHIO, INC. » DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Expected Benefit Payments
Duke Duke Duke Duke Duke
Duke Eneryy Progress Energy Energy Energy Energy
{in miltions} Energy  Carolinas Energy Progress Florida Onio \ndiana
Years ending December 31,
2014 $ 667 $224 $190 $ 9 $ 68 $ 36 $ 47
2015 643 218 185 92 7l 35 45
2016 640 1z 190 93 74 kL] 45
2017 633 205 161 91 7 3 44
2018 623 196 194 a1 80 34 i
2019 - 2023 2933 807 969 422 430 171 27
NON-QUALIFIED PENSION PLANS
Components of Net Periodic Pension Costs
Year Ended December 31, 2013
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in miilions) Energy Carglinas Energy Progress Florida Ohio Indiana
Service cost $3 $— $1 51 $— $— $—
Interest cost on projected benediy obligation 13 1 1 1 1 — —
Amortization of actuarial loss 3 — 3 1 1 — —
Amortizaticn of prior service credit {1) — (1 — — — —
Net periodic pension costs $20 $1 10 $13 $ 1 $— —
Year Ended December 31, 2012
Duke Duke Duke Duke
Duke  Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Service cost $2 $— $2 31 $— $— $—
Interest cost on projectad benefit obligation 12 1 8 1 2 — —
Amartization of actuariaf loss 4 — 5 1 - — —
Amortization of prior service cost (credity 1 — n — — — —
Net periodic pension costs $19 31 314 $3 $ 2 1— $—
Year Ended December 31, 2011
Duke Duke Duke Duke
Duke  Duke Energy Prograss Energy Energy Energy Energy
{in miilions) Energy Carolinas Energy Prograss Florida Ohio {ndiana
Service cost 31 $— $ 2 $1 $— $— §—
Interest cost on projected benefit obligation g i 9 ? 2 — —
Amoriization of actuarial loss — — 3 - 1 — —
Amartization of prior service cost 2 —_ — —_ — — -
Net periodic pension costs s $1 $14 $3 53 $— $—
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PART Il

DUKE ENERGY CORPORATION » DUKE ENERGY CAROLINAS, LLC * PROGRESS ENERGY, INC. *
DUKE ENERGY PROGRESS, INC. « DUKE ENERGY FLORIDA, INC. = DUKE ENERGY QHIO, INC. » DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets and Liabilities

Year Ended December 31, 2013

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohie Indiana
Regulatory assets, net (decrease) increase ${14) $1 $(16) $ 4 $ $— $2
Reguiatory liabilities, net increase $ 5 $— $— $— $— $— $—
Accumulated other comprehensive {income) loss
Deferred income tax benetit $— — $1 $— $— — $—
Actuarial losses (gains) arising during the year 2 — (5) —_ — — —
Prier year service credit arising during the year (1) — — — —_ — —
Net amount recognized in accurmulated other comprehensive loss (income} $1 §— $ @ $— $— $— $—
Year Ended December 31, 2012
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohig Indiana
Regulatory assets, net increase (decrease) $34 $— $® $ $1 $— $—
Regulatory habilities, net increase 5@ $— $— $— $— $— $—
Accumulated other camprehensive {income) loss
Deferred income tax benefit $— $— $4(1 $— $— — $—
Actuarial {gains) losses anising during the year @ — 3 — — — —
Net amount recognized in accumulated other comprehensive {income) loss $(2 $—- $2 §— §— $— $—
Reconciliation of Funded Status to Net Amount Recognized
Year Ended December 31, 2013
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Chio Indiana
Change in Projected Benefit Qbligation
Obligation at prior measurement date $335 $16 $176 $38 $45 $ 4 $5
Service cost 3 — 1 1 — —
Inferest cost 13 1 7 1 1 —_ —_
Actuarial iosses {15) 1 {11} 3 &)} (] —
Settlements (% — — —_ — — -
Plan amendments (n — — — - — —
Transfers — — {21) — — — —_
Benefits paid (26} (31 {12} 3 4 — —_
Qblgation at measurement date $304 $15 $140 $34 $3 $5
Accumulated Benefit Obligation at measurement date $302 $15 $140 $34 $3 $5
Change in Fair Value of Plan Assets
Plan assets at prior measurement date $ — $— $ — $— $— $— $—
Benefits paid (26) (3) (12) 3 4 — —
Employer contributions 25 3 12 3 L] — —
Plan assets at measurement date $ — $— $ — — $— $— $—
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DUKE ENERGY CORPORATIN = DUKE ENERGY CAROLINAS, LLC » PROGRESS ENERGY, INC. e
DUKE ENERGY PROGRESS, INC. * DUKE ENERGY FLORIDA, INC. « DUKE ENERGY OHI0, INC. = DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Year Ended December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Ohio Indiana
Change in Projected Benefit Obligation
Obligatior at prior measurement date $160 $18 $177 $39 $ 44 $ 4 $5
{bligaticn assumed from acquisition 172 — — — — — —
Service cost 2 — 2 )] — — —
Interest cost 12 1 8 1 2 — —
Actuarial losses 18 — 11 3 3 — —
Plan amendments (5 — (12) (4) ] — —
Transfers — 1 — — — — —
Benefits paid (24) % (10 () 2 — —
QObligaticn at measurement date $335 $16 $176 $38 $45 §4 $ 5
Accumulated Benefit Obligation at measurement date $332 $16 $175 $36 $ 44 $ 4 $5
Change in Fair Value of Plan Assets
Plan assets at prior measuremen! date § — $— $— $— $— $— $—
Benefits paid (24) (4 (10) (2} ) — —
Employer contributions 24 4 10 i 3 — —
Plan assets at measurement date $— — $— $— $— $— $—
Amounts Recognized in the Consolidated Balance Shests

December 31, 2013
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Ohio Indiana
Current pension liability® $ 3 $ 2 s 11 $2 $3 $— $—
Noncurrent pension fiability 214 13 12% 32 k! 3 5
Total accrued pension liability 4304 $15 $140 $34 $39 $3 $5
Regulatory assets $ 45 $ 4 $ 18 $3 $6 $— $—
Repuistory Babilities $ 1 $— $ — — $— $— $—
Accumulated other comprehensive (income) loss
Deferred income fax asset $ — $— $ $— $— $— $—
Priar service credit (1) — —_ — — _— —
Net actuarial loss 1 —_ 7 —_ — — -
Net amounts recognized in accumulated other comprehensive loss $ — $— $ 4 $— $— $— $—
Amounts to be recognized in net periadic pensien expense it the next year
Unrecognized net actuarial loss $ 5 $— $ 2 $1 $— $— $—
Unrecognized prior service credit {1 — (4} (1) — — —
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DUKE ENERGY CORPORATION « DUKE ENERGY CAROLINAS, LLC = PROGRESS ENERGY INC. =

DUKE ENERGY PROGRESS, INC.  DUKE ENERGY FLORIDA, INC. * DUKE ENERGY CHID, INC. « DUKE ENERGY INDIANA, iNC.

Combined Notes to Consolidated Financial Statements — (Continued)

December 31, 2012

Duke Duke Duke Duke Duke
Duks Energy Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Ohio Indiana
Current pension liability® $ 30 §3 $11 $2 ¢ 3 §— $—
Nongurrent pension liability 305 13 165 36 42 4
Total accrued pension liability $335 $16 176 $3 § 4 34
Regulatory assets $ 59 $ 3 $ 34 §7 ¢ 4 $—
Regulatory liabilities $§ 2 §— $— — 3 — $— —
Accumulated other comprehensive (income) loss
Deferred income tax asset $— $— $ W $— 5 — $— $—
Net actuarial {gain) loss (1 — 12 — — — —
Net amounts recogrized in accumulated other comprehensive {income) Yoss $ $— $ 8 — 3 — §— $—
(8} Included in Other within Cucrent Liabilities on the Consolidated Batance Sheets,
Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets
December 31,2013
Diike Duke Duke Ouke Dirke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohia Indiana
Projected benefit obligation $304 $15 $140 334 $39 $3 $5
Actumulated benefit obligation 302 13 140 34 39 3 5
December 31, 2012
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Projected benefit cbligation $335 $15 $176 $38 $45 $4 $5
Accumulated benefit obligation 332 1§ 175 36 44 4 9

Assumptions Used for Pension Benefits Accounting

The discount rate used to determine the current year pension obligation
and following year's pension expense is based on a band selection-settlement
portfolio approach. This approach develops a discount rate by selecting a
portfalio of high quality corporate bonds that generate sufficient cash flow to
provide for projected benefit payments of the pfan, The seiected bond portfofio
is derived from a universe of non-callable corporate bonds rated Aa quatity or
higher. After the bond portfolio is selected, a single interest rate is determined
that equates the present value of the plan’s projected benefit payments
discounted at this rate with the market value of the bonds selected.
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The average remaining service period of active covered employees is
13 years for Duke Energy and Progress Energy, nine years for Duke Energy
Carolinas, Duke Energy Ohio and Duke Energy Indiana, 12 years for Duke Energy
Progress and 17 years for Duke Energy Florida.

The foltowing tables present the assumptions used for pension benefit
accounting. For Progress Energy plans, the assumptions used in 2012 to
determine net pericdic pension cost reflect remeasurement as of July 1, 2012,
due to the merger between Duke Energy and Progress Energy.



PART Il

DUKE ENERGY CORPORATION » DUKE ENERGY CAROLINAS, LLC » PROGRESS ENERGY INC.
DUKE ENERGY PROGRESS, INC.  DUKE ENERGY FLORIDA, INC. » DUKE ENERGY OHIO, INC. « DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Duke Energy Progress Energy
December 31, December 31,

2013 2012 2011 2013 2012 2011
Benefit Obligations
Discount rate 4.70% 4.10% 5.10% 470% 410% 4.80%
Salary increase 4.40% 4.30% 4.40% —% —% 525%
Net Periodic Benefit Cost
Discount rate 410% 4.60-5.10% 5.00% 410% 4.60-4.80% 560%
Salary increase 4.30% 4.40% 410% —% —% 5.25%
Expected Benefit Payments

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Dhio Indiana
Years ending December 31,
2014 $ 31 $3 $11 $2 $3 $— $—
2015 28 2 11 2 3 — —
2016 26 2 1 2 3 — —
2017 27 2 1 2 3 - —
2018 24 2 11 2 3 — —
2019 - 2023 112 6 52 13 15 1 2

OTHER POST-RETIREMENT BENEFIT PLANS

Duke Energy provides, and the Subsidiary Registrants participate in, some health care and life insurance benefits for retired employees on 2 contributory and
non-contributory basis. Employees are eligible for these benefits if they have met age and service requirements at retirement, as defined in the plans. The health care
benefits include medical, dental, and prescription drug coverage and are subject to certain limitations, such as deductibles and co-payments.

Duke Energy did not make ary pre-funding contributions to its other post-retirement benefit plans during the years ended December 31, 2013, 2012 or 2011.

Components of Net Periodic Other Post-Retirement Benefit Costs

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in mitlions) Energy Carolinas Energy Progress Florida Ohio Indiana
Service cost $ $2 $18 $ 9 $7 $1 $1
Interest cost on accumulated post-retirement benefit obligation 68 13 41 22 16 2 5
Expected returr on plan assets (14) {1 — — — {1} (1)
Amortization of actuarial loss (gain) 52 3 51 M 16 {1 1
Amortization of prior service credit {41) 0! (30) 20 (6 (1) —
Net periodic post-retirement benefit costs®® $ 89 $— 486 $ 45 $33 $— $6
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DUKE ENERGY CORPORATION = DUKE ENERGY CAROLINAS, LLG « PROGRESS ENERGY, INC. «

DUKE ENERGY PROGRESS, INC. = DUKE ENERGY FLORIDA, INC. » DUKE ENERGY OHIO, ING, = DUKE ENERGY INDIANA, INC.

pombined Notes to Consolidated Financial Statements — {Continued)

Year Ended December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in millions} Energy  Carolinas Energy Progress Florida Ohic  Indiana
Service cost $ 16 $ 2 $ 17 3 8 $ 7 $ 1 $1
{nterest cost on accumulated post-retirement benefit obiigation 56 i5 43 23 8 3 )
Expected return on plan assets (1n (0 el — b} (1} iy
Amortization of actuarial loss {gain) 14 3 35 20 12 V4] —
Amortization of prior service credit (8 (3) - — — n —
Amortization of net transition fiabil ity 10 7 4 — 3 — —
Special termination benefit cost g 1 5 2 1 — —
Net perodic post-retirament benefit costs'@ § a0 $13 $102 353 $ 39 $— 35

Year Ended December 31, 2011

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in miltions) Energy Carolinas Energy Progress Florida Ohio Indiana
Service cost §7 $ 2 $11 $5 $ 5 $1 $1
Interest cost on accumulated post-retirement benefit obligation 35 16 41 20 18 3 7
Expected retum on plan assets {15 (n (2} — v)] (1) m
Amortization of actuarial (gain) loss 3) 2 12 5 7 2) ?
Amortization of prior service credit {8 (5 — — — { —
Amartization of net transition liability 10 g 5 1 4 — —
Net periodic pust-retirement benefit costs = $2 $ 14 § 67 § 31 § 32 §— $9

(@) Duke Energy amounts exclude $8 miffion, $9 milkon and $8 million for the years ended December 31. 2013, 2012 and 2011, respectively, of regulatory asset amortization resutting from purchase accounting adjustments

associated with Duke Energy’s merger with Cinergy in Aprq 2006

(b} Duke Energy Ohio amounts exclude $2 million for each of the years ended December 31, 2013, 2012 and 2013, respectively, of regulatory asset amartizabion resuiting from purchase accounting adiustments asseciated with

Duke Energy's merger with Cinergy in Apnil 2006.

Amounts Recognized in Accumulated Other Comprehensive Income and Regulatory Assets and Liabilities

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Regulatory assets, net (decrease) increase $(683) $ (51} $(634) $(388) $ (166} $— $ (6)
Regulatory liabilities, net increase (decrease} $ 30 $ — $ — $ — $§ — $ 3 $ 9
Accumulated cther comprehensive (income) loss
Deferred income tax benefit $ 2 $ — $ — ' — $ — $ — $—
Actuanial gains ansing during the year 4 _— —_ — —_ — —
Prior year service credit arising during the year (3 _ — — — — —
Amortization of prior year actuarial loss 1 _ — _ — —_ —
Net amount recognized in accumulated other comprehensive income @ $ — $ — $ — $ — $— $—
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DUKE ENERGY CORPORATION « DUKE ENERGY CAROLINAS, LLC * PROGRESS ENERGY, INC. »

CUKE ENERGY PROGRESS, INC. « DUKE ENERGY FLORIDA, INC. = DUXE ENERGY OHID, INC. » DUXE ENERGY INCIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Year Ended December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
{in millions) Energy  Carplinas Energy Progress Florida Ohio Indiana
Regulatory assets, net increase (decrease} $484 $m $228 $170 $ 28 $— $®
Regulatory Yiahilities, net decrease $ ® $— $ — $— §— $ $ @
Accumulated other comprehensive {income) loss
Deferred income tax expense § @ $— $ — $— $— $ W $—
Reclassification of actuarial losses to an affiliate — — — — — 6 —
Actuarial losses arising during the year — — — — — 2 —
Prior year service cost arising during the year — — — — — 1 —
Amortization of prior year actuarial loss — — — — — 1 —
Reclassification of actuarial gains to regulatory liabilities 4 — - — — - —
Net amount recognized in accumulated other comprehensive loss § 2 $— $ — §— $— $ 6 $—
Reconciliation of Funded Status to Accrued Other Post-Retirement Benefit Costs

Year Ended December 31, 2013
Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Ohio Indiana
Change in Projected Benefit Obligation
Accumulated post-retirement benefit obligation at prior measurement date $1794 $316 $1,128 $ 612 $413 $48 $136
Senvice cost 24 7 18 9 7 1 1
Interest cost 68 13 a1 a2 15 ? 5
Plan participants’ contributions LY 15 14 6 7 3 3
Actuarial gains (22n (32) (156) 13 a0 (6} (12
Transfers — — (1) (8) - — —
Benefits paid (132) (36) (60} (26) (31) (6) (14
Plan amendments {476} (18) {455} {311) (91) - (3
Accrued retiree drug subsidy 8 3 L] 2 2 — 2
Accumulated post-retirement benefit abligation at measurement date $1,106 $ 265 $ 533 $233 $253 $42 L1118
Change in Fair Yalue of Plan Assets
Plan assets at prics measurement date $ 198 $134 $ — s — $— $1 s 17
Actual return on plan assets 18 13 — — —_ 2 2
Benefits paid (132) (36) (60) (26) {31) (6 (14)
Transfers®™ - (n - - — — —
Employer contributions 83 18 46 20 24 2 10
Plan participants’ contrbutions 47 1% 14 6 1 3 3
Plzn assets at measurement date $ 214 $143 $ — $ — $— $ 8 $ 18
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DUKE ENERGY CORPORATION = DUKE ENERGY CAROLINAS, LLC « PROGRESS ENERGY, iNC. =

DUKE ENERGY PROGRESS, INC. + DUKE ENERGY FLORIDA, INC. + DUKE ENERGY GHIO, INC. = DUKE ENERGY INDIANA, INC.

Combined Notes to Consolidated Financial Statements — (Continued)

Yoar Ended December 31, 2012

Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
(in milkions) Energy  Carolinas Enerpy Progress Florida Ohio Indiana
Change in Projected Benefit Obligation
Accumnulated post-retirement benefit obligation at prior measurement date $ 667 §312 $ 841 $ 407 $ 368 $ 61 $135
Qtligation assumed from acquisition 477 — -— — — — —
Service cost 16 2 17 8 7 i 1
Interest cost 56 15 43 23 18 3 6
Plan participants’ contributions 41 18 13 5 7 4 8
Actuarial gains 198 28 291 205 49 3 (2
Transfars — 9 — — — (16) —
Benefits paid (108) (38) (61) {24 (3% 8 (1
Special termination benefit cost 9 1 5 2 1 — —
Plan amendments (70) (33) (25) (16} {6) — —
Accrued retiree drug subsidy ] 2 4 2 2 — 1
Accumulated post-retirement berefit obiigation at
measurement date $1.794 $315 $1,128 $ 612 $ 413 $ 48 $13b
Change in Fair Value of Plan Assets
Plan assets af prior measurement date $ 181 $ 120 $§ ¥ $ — $ 37 $ 8 14
Actual return on plan assets 23 12 ? — 2 1 2
Benefits paid {105) (38) (61) (24} a3 (8) {13}
Transfers® — 5 3% — (39 69 —
Employer contributions 58 17 18 19 26 4 ]
Plan participants” centributions 41 18 13 3 7 4 8
Plan assets at measurement date $ 198 $134 $ — $ — $ — $ 7 § 1

ta) Progress Energy and Buke £nergy Flonda amounts reflect assets that did not meet the definition of plan assets. These assets are included m Other within Investments and Other Assets on the Consolidated Balance Sheets.

Amounts Recognized in the Consolidated Balance Sheets

Dacember 31, 2013
Duke Buke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
(in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
Current post-retirernent liability® $ 39 $— $ 3% - 38 Y) $ 16 $ 2 $—
Noncurrent post-refirement liability 853 122 497 216 237 32 190
Tatal accrued post-retirement fiahility $ 892 $122 $ 533 $233 4253 $ $100
Regulatery assets $(162) ${34) $(129) $ 3N $ 4 $— $ 1
Regulatory liabilities $ 131 $ — $ — $ — $ — $21 $ 11
Accumulated other comprehensive {income) loss
Deferred income tax liability $ 4 $— $ — $ — $ — $— $—
Prior service credit {5) — — — — — —
Net actuarial gain (6) — — — — — —
Net amounts recognized in accumulated other comprehensive income $ $— $ — $ — $ — $— $—
Amounts to be recognized in net periodic pension expense in the next year
Unrecognized net actuarial loss (gain) $ 38 $ 13 $ 45 $ 0 $10 $(2) $ B
Unrecognized prior service credit (125) {10) (112) 13 {21) — —
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December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Enerpy

{in millions} Energy  Carolinas Energy Progress Florida Ohio Indiana

Current post-retirement liability™ $ 50 $ — $ 47 $ 23 $ 2 $ 2 $ -

Noncurrent post-retirement liability 1,546 182 1,081 589 393 39 119

Total accrued post-retirement liability $159% $182 $1.128 $612 $413 $41 $119

Regulatory assets $ 51 $ 17 $ 505 $291 $170 $— s

Regulatory liabilities $ 101 $— $ — $— $— $18 $ 68
Accumulated ather comprehensive (income) loss

Deferred income tax liability § 2 $ — $ — $ — $ — $— $ —

Prior service credit (3) — — — — — —

Net actuarial gain 2 — — — — — —

Net amounts recognized in accumulated other comprehensive income § $— $ — $ — §— $— $—

{a) Included in Other within Current Liabulities on the Consolidated Balance Sheets.

Assumptions Used for Other Post-Retirement Benefits Accounting

The discount rate used to determine the current year other post-retirement  projected benefit payments discounted at this rate with the market value of the

benefits obligation and foflowing year's other post-retirement benefits expense bonds selected.
is based on a bond selection-settlement portfolio approach. This approach

The following tables present the assumptions used for other post-

develops a discount rate by selecting a portfolio of high quality corporate bonds retirement penefits accounting, For Progress Energy plans, the assumptions
that generate sufficient cash flow to provide for projected benefit payments of used in 2012 to determine net periodic other post-retirement benefit cost reflect
the plan. The selected bond portfolio is derived from a universe of non-callable remeasurement as of July 1, 2012, due to the merger between Duke Energy and

corporate bonds rated Aa quality or higher. After the bond portfolio is selected, Progress Energy.
& single intergst rate is determined that equates present value of the plar's

Duke Energy Progress Energy
December 31, December 31,
2013 2012 2011 2013 2012 2011
Benefit Obligations
Discount rate 4.70% 4.10% 510% 470% 4.10% 4.85%
Net Periodic Benefit Cost
Discount rate 410% 4.60-5.10% 5.00% 4.10% 4.60-4.85% 5.70%
Bapected long-term rate of return on plan assets 1.15% 5.20-8.00% 5.36-8.25% —% M/a-500% 500%
Assumed tax rate 3% 3% 5%
Assumed Health Care Cost Trend Rate
December 31,
013 2012
Health care cost trend rate assumed for next year 8.50% 8.50%
Rate to which the cost trend is assumed to decline {the ultimate trend rate) 5.00% 5.00%
Year that rate reaches ultimate trend 2021 2020
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Sensitivity to Changes in Assumed Health Care Cost Trend Rates

Year Ended December 31,2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy  Energy Energy
{in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
1-Percentage Point Increase
Effect on total service and interest costs $11 $2 $ 7 $4 $1 $1 $1
Efiect on post-retirement benefit obfigation 42 19 Pl 9 16 4
1-Percentage Point Decrease
Effect on fotal service and interest costs {9 (1) {6 (3) Q) — {1
Effect on post-retirement benefit obligation (36} 9} (18} m (8 (1 W
Expected Benefit Payments

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Enerpy Energy Energy
{in millions} Energy  Carolinas Energy Progress Florida Ohio  Indiana
Years ending December 31,
2014 $ 85 $a $ %6 $ 17 s 17 $ 4 $ 1
2015 88 2 38 17 17 4 12
2016 83 23 38 18 17 L] 12
2017 89 2 38 18 17 k] 1
2018 8 bz} 38 18 17 3 11
2019- 2023 413 109 180 81 84 17 41
PLAN ASSETS The asset allocation targets were set after considering the investment

Description and Allocations

Duke Energy Master Retirement Trust

Assets for both the quaiified pension and other post-retirement benefits
are maintained in the Duke Energy Master Retirement Trust. Approximately 58
percent of the Duke Energy Master Retirement Trust assets were allocated to
qualified pension plans and approximately 2 percent were allocated to other
post-retirement plans, as of December 31, 2013 and 2012. The investment
objective of the Duke Energy Master Retirement Trust is to achieve reasonable
seturns, subject to a prudent leve! of portfolio risk, for the purpose of enhancing
the stcurity of benefits for plan participants.

objective and the risk profile. Equity securities are held for their high expected
return. Debt securities, hedge funds, real estate and other global securities are
held for diversification. investments within asset classes are 1o be diversified
to achieve broad market participation and reduce the impact of individual
managers or investments. Duke Energy ragularly reviews its actual asset
allpcation and periedically rebalances its investments to the targeted allocation
whan considered appropriate.

Qualified pension and other post-retirement benefits for the Subsidiary
Registrants are derived from the Ouke Energy Master Retirement Trust, as such,
each are allocated their proportionate share of the assets discussed below.

The follawing table includes the target asset allocations by asset class at
December 31, 2013 and the actual asset allocations for the Duke Energy Master
Retirement Trust.

Actual Allocation at December 31,

Target

Allocation 2013 2012
1S, equity securities 10% 10% 28%
Naon-1.3. equity securities % 8% 15%
Globa equity secunities 10% 10% 10%
Global private equity securities 3% 3% 3%
Debt securities 63% 63% 2%
Hedge funds 2% 3% 4%
Real estate ang cash 2% 1% 4%
Cther global securities 2% 2% %
Totat 100% 100% 100%
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Progress Energy Master Retirement Trust

As of December 31, 2012, assets for Progress Energy qualified pensian
benefits were maintained in the Progress Erergy Master Retirement Trust,

As of January 1, 2013, assets previously held in the Progress Energy Master
Retirement Trust were transterred into the Duke Energy Master Retirement Trust.
The following table incledes the actual asset allocations for the Progress Erergy
Master Retirement Trust at December 31, 2012.

Actual Allecation at December 31,

2012
115, equity securities 20%
Non-U.S. equity securities W%
Global equity securities 8%
Globat private equily securities 10%
Debt securities %%
Hedge funds 9%
Reai estate and cash 1%
{Other global securities 3%
Total 100%
VEBA! the purpose of promoting the security of plan benefits for participants. VEBA 1 is

Duke Energy alsa invests other post-retirement assets in the Duke Energy
Corporation Employee Benefits Trust (VEBA I). The investment abjective of VEBA
I is ta achieve sufficient returns, subject ta a prudent lavel of portfolio risk, for

passively managed.

The following table includes the weighted-average returns expected by
asset classes and the target asset allocations at December 31, 2013 and the
actual asset allocations for VEBA L

Actual Allocation at December 31,

Target
Allocation 2013 2012
U.5. eguity securities 30% 29% 23%
Deht securities 48H% 9% 2%
Cash 25% 42% 45%
Total 100% 100% 100%

Fair Yalue Measurements

Duke Energy classifies recurring and non-recurring fair value
measurements based on the fair value hierarchy as discussed in Note 16.

Valuation methods of the primary fair value measurements disclosed
above are as follows:

Investments in equily securities

Investments in equity securities, other than those accounted for as equity
and cost method investments, are typically valued at the closing price in the
principal active market as of the last business day of the reporting period. Principa
active markets for equity prices include published exchanges such as NASDAQ
and NYSE. Foreign equity prices are translated from their trading currency using
the currency exchange rate in effect at the close of the principal active market,
Prices have not been adjusted to reflect after-hours market activity. The majority of
investments in eguity securities are valued using Level 1 measurements. When ()
the Duke Energy Registrants lack the ability to redeem investments valued on a net
asset value per share basis at net asset value per share in the near future or (i)
net asset value per share is not available at the measurement date, the fair value
measurement of the investment is categarized as Level 3.

Investments in debt securities

Most debt investments are valued based on a calculation ysing interest
rate curves and credit spreads applied to the terms of the debt instrument
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{maturity and coupon interest rate) and consider the counterparty credit rating.
Maost debt valuations are Level 2 measurements. If the market for a particular
fixed income security is relatively inactive or illiquid, the measurement is Level
3. U.S. Treasury debt is typically Level 1.

Investments in short-term investment funds

Investments in short-term investment funds are valued at the net
asset value of units held at year end. Investments in shart-term investment
tunds with published prices are valued as Level 1. Investments in short-term
investment funds with unpublished prices are valued as Level 2.

Investments in real gstate investment trusts

Investments in real estate investment trusts are valued based upon
property appraisal reports prepared by independent real estate appraisers. The
Chief Real Estate Appraiser of the asset manager is responsible for assuring
that the valuation process provides independent and reasonable property
market value estimates. An external appraisal management firm not affiliated
with the asset manager has been appointed to assist the Chief Real Estate
Appraiser in maintaining and monitoring the independence and the accuracy of
the appraisal process.
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Durke Energy Master Retirement Trust

The following table provides the fair value measurement amounts for the Duke Energy Master Retirement Trust qualified pension and other post-retirement
assets.

December 31, 2013

{in millicns) Total Fair Value  Levell  Level2  Leveil
Equity securities $2817  $1801  $1,022 $ 54
Corporate debt securities 2604 — 2,600 3
Short-term investment funds 1,158 254 904 —
Partnership interests 307 - — 307
Hedge funds 164 — 111 53
Real estate trusts 85 — — 95
U.S. government securities 927 — 927 —
Guaranteed investment contracts 33 — — 3
Governments bonds - foreign 1 — 18 1
Cash 38 38 — —
Government and commercial mortgage backed securities 7 —_ 7 —
Net pending transactions and other investments 12 i 3 —
Total assets™ $8.261  $2,120 35595 $546

{a} Duke Energy Carohnas, Progress Enargy, Duke Energy Progress, Duke Energy Flonda, Duke Energy Ohio and Duke Energy Indiana were allocated approximately 28 percent, 35 percent, 16 percent, 16 percent, § percent and
8 percent, respectively of the Duke Energy Master Relirement Trust assets at December 31, 2013, Accordingly. all Level 1, 2 and 3 amounts included m the tabie above are allocable to the Subsidiary Registrants using these

percentages.
December 31, 2012
(in millions) Total FairValue  Level1l Level2  Level
Equity securities $ 2993 31415  $1575 $ 3
Corporate debt securities 1.391 — 1,388 3
Short-term investment funds 100 23 17 —
Partnership interests 141 — — 141
Hedge funds 97 — 97 —
Real estate trusts 167 — — 167
U S. government securities 237 — 237 —
Guarantees invesiment contracts 37 — — 37
Governments bonds — foreign 65 — 64 1
Cash 4 4 e -
Asset backed secunties 14 — 14 —
Net pending transactions and other investments (16) (21} 5 —
Total assets™ $ 5230 §$1421  $3457 $ 352

{a)  Duhe Energy Carolinas, Duke Energy Ohio and Duke Energy indiana were atiocated approximately 43 percent, § percent and 12 pescent, respectively, of the Duke Energy Waster Retirement Trust assets at December 31, 2012.
Accordingly, 2/ Level 1, 2 and 3 amounts mcluded in the table above are allocable to Duke Energy Carolinas, Duke Energy Ot and Duke Energy Indiana using these percentages.
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The following table provides a reconciliation of beginning and ending balances of assets of master trusts measurad at fair value on a recurring basis where the
determination of fair value includes significant unobservable inputs (Level 3).

{in millipns) 2013 2012
Balance at Sanuary | $ 352 $322
Combination of trust assets 288 —
Purchases, sales, issuances and seftlements

Purchases 25 21
Sales (152 0
Tatal gains (losses? and other 13 13
Balance at December 31 $546  $352

Progress Energy Master Retirement Trust

The following table provides the fair value measurement amounts for the Progress Energy Master Retirement Trust qualified pension assets.

December 31, 2012
G mitons) Tota) Fais Valse  Levelt  level?  Leweld
Equity securities $ 1,09  §361 $733 0§ —
Corporate debt securities 432 — 432 —
Partnership interests 154 — — 154
Hedge funds 313 — 189 124
U.S. government secutities 515 405 {10 —
Governmenis bonds - fareign 6 — 6 —
Cash 160 113 47 —
Net pending transactions and other investments 15 — 6 19
Totaf assets™ $ 2690 $ 879 $1.523 1 288

(a) Duke Energy Progress and Duke Erergy Flonda were allocated appraximately 48 percent and 44 percent, respectively, of the Progress Energy Master Trust assels at December 31, 2012, Accordingly, all Level 1, 2 and 3
amounts mcluded in the table above are allocable 1o Duke Energy Progress and Duke Energy Flonda using these percentages.

The following table provides a reconciliation of beginning and ending balances of Progress Trust assets measured at fair value on a recurring basis where the
determination of fair value includes significant unobservable inputs {Level 3).

{in miMlions) 2013 012

Balance at January 1 $ 288 $311

Combination of trust assets (288} —
Purchases, sales, issuances and settlements

Purchases — 13

Sales - {14}
Transfers in and/or out of level 3 — (41)
Total gains {losses) and other — 19
Balance at December 31 $ — s
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VEBA Y
The following tables provide the fair value measurement amounts for VEBA | ather post-retirement assets.
December 31, 2013
{in millions) Total FairValue Levell  Level2 Level 3
Cash and cash equivalents $21 $ — L Jl —
Equity securities 15 — 15 —
Debt securities 15 — 15 —
Total assets $51 $— $51 —
December 31, 2012
{in millions) Total Fair Yalue  Levell  Level 2 Level 3
Cash and cash equivalents $ 2 §$— § 2 $—
Equity securivies 12 — 12 -
Debt securities 16 — 15 —
Total assets $ 50 $— $ 50 $ —
EMPLOYEE SAVINGS PLANS

Duke Energy sponsors, and the Subsidiary Registrants participate in,
employee savings plans that cover substantially all U.S. employees. Most
employees participate in a matching coatribution formula where Duke Energy
provides a matching contribution generally equal ta 100 percent of emplayee

before-tax and Rath 401¢k) contributions, and, as applicable, after-tax
contributions, of up to 6 percent of eligible pay per pay period. Dividends ¢n
Duke Energy shares held by the savings plans are charged to retained earnings
when declared and shares held in the plans are considered outstanding in the
calculation of basic and diluted earnings per share.

The following table includes pretax employer matching contributions made by Duke Energy and expensed by the Subsidiary Registrants.

Duke Duke Duke Duke Duke

Duka Energy  Progress Energy Energy Energy Energy

{in millions) Energy Carolinas  Energy Progress Florida Ohio Indiana
Years ended December 31,

2013 $134 $45 $45 $25 $14 43 1

2012 37 45 24 15 4 b

2011 37 LE) 23 14 4 8
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22. INCOME TAXES

INCOME TAX EXPENSE

Components of Income Tax Expense

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
{in millions) Energy  Carolinas Energy Progress Fiorida Ohig Indiana
Currert income taxes
Federat $ (123) $ 4 $ (221 $ (70) $(143) $(21) $ (38)
State (30 11 an (10} (13 (2 H
Foreign 151 — — — — — -
Total current income taxes (%) 60 (258) (80} (156) (23) (81)
Deferred income taves
Federat 1129 464 555 316 326 93 276
State 142 75 84 59 44 5 29
Foreign 14 — — — — — —
Total deferred income taxes'™ 1,285 539 639 315 310 93 305
Investment tax credit amortization (15 (5) (8) n (1} — (1)
Income tax expense from continuing operations 1261 594 m 788 213 75 3
Tax benefit from discontinued operations (27 — {26) — — — —
Total income tax expense included in Consolidated
Statements of Operations $1.234 $ 594 $ M7 $ 288 $ 213 75 $223

fa) Includes beneftts of net operating loss (HOL) carryforwards of $837 milhan at Duke Energy. $458 millon at Progress Energy, $64

Energy Ohio and $179 milhon at Duke Energy Indiana.

mutlion at Due Energy Progress, $3G) milion at Duke Energy Fonda. $29 mohon &t Duke

Year Ended December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohig Indiana
Current income taxes
Federal $ (46) $ $ (88) $ (48) $ 6 $2 $2N
State 35 29 ? ) — 11 27
Foreign 133 — — — — — —
Total current income taxes 122 (26) (86) (54) 6 37 —
Deferred income taxes
Federal 513 408 226 162 121 12 47)
State 64 7 4 9 21 )] {25)
Foreign 20 — — — — e —
Total deferred income taxes™ 597 485 266 171 142 63 72
Investment tax credit amortization {14) (6) (8) {) (1) {2) (1)
Income tax expense (benefit) from continuing operations 05 453 172 110 147 98 (73)
Tax expense from discontinued operations 24 — 29 — — — —
Total income tax expense (benefit) included in Censolidated
Statements of Operations $729 $453 $ 201 $110 $147 398 $(73)

(2} ncludes benefits of NOL carrylorwards of $1.127 milhon at Duke Energy. $245 million at Duke Energy Caralinas, $357 million at Progress Energy, $257 miflion at Duke Energy Progress. $25 milhon at Duke Energy Flonda.

$99 million at Duke Energy Chio and $205 million at Cuke Energy Indrana.
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Year Ended December 31, 2011

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Current income taxes
Federat $an 122 0 $anh $(60) $99 $ 95
State 21 30 29 21 5 1 42
Foreign 164 — — — — — —
Total current income taxes 148 (92 (62} (6) (53) 54 137
Deferred income taxes
Federal 526 531 365 262 214 154 (38)
State 56 40 27 6 22 4] (23)
Foreign 32 — — — — —_— —
Total deferred income taxes™ 614 571 392 268 236 192 (61
Investment tax credit amortization {10) n 0 (6) 0 @ it}
Income tax expense from continuing operations 752 472 323 256 180 96 I
Tax benefit from discontinued operations - — 3 — — — —
Total income tax expense included in Consolidated
Statements of Operations $752 $ 472 $320 $256 $130 $ 96 $ M

(a} (ncludes benefits of NOL carryforwards of $274 million at Duke Energy. $79 milhon at Duke Energy Carofinas. $213 million at Progress Energy. $54 milkon at Duke Energy Progress, $41 million at Duke Energy Flonda and $47

miliion at Duke Energy Ohio

Duke Energy Income from Continuing Operations before Income Taxes

Years Ended December 31,
{in millions) 2013 2012 2011
Domestic $3,320 $1.827 $1,780
Fareign 600 624 685
Income from continuing opesations before income laxes $3920 $2451 $2.465

Statutory Rate Reconciliation

The following tables present a reconciliation of income tax expense at the t.S. federal statutory tax rate to the actual tax expense from continuing operations.

Year Ended December 31, 2013

Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Fierida Chio Indiana
Income tax expense, computed at the statutory rate of 35 percent $1,372 $ 549 $ 361 $ 2% $ 188 $ 62 $ 203
State income tax, net of federal income tax, effect 67 96 il ki | 20 2 23
Tax differential on foreign earnings (45) — — — — — —
AFUDC equity income {55) (32) {18} (15) (3 — 5
Renewable energy production tax credits {58) — — — — — —
Other items, net (19) 2 (1) {4} 8 1 2
income tax expense from continuing operations $1.261 $ 594 $ 33 $ 28 $ 23 $ 75 $ 223
Effective tax rate 32.2% 31.8% 36.2% 36.5% 39.6% 422% 384%
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Year Ended December 31, 2012

Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
(in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
Income tax expense, computed at the statutory rate of 33 percent $ 858 $ 461 $ 185 $ 13 $ 145 $ 9 $ (43}
State inceme tax, net of federal income tax effect 64 34 33 1 14 1 1
Tax ditterentiat on foreign earnings (66) - — — —_ -— —
AFUDC equity income {101) (54} 3N {24 (13) 2 (26)
Renewable energy production tax credits (25) — —_ - — - —
Qther ilems, net {25) 12 {9 (1) 1 3 (5
Income tax expense (benefit) from continuing eperations $ 705 $ 453 $ 172 $ 110 $ 147 $ 98 $ 73
Effective tax rate 28.8% 3% 327% 287% 35.7% 36.0% 59.5%
Year Ended December 31, 2011
Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
{in millions} Energy Carglinas Energy Progress Florida Ohia Indiana
Income tax expense, computed at the statutory rate of 35 percent $ 863 $ 457 $319 $210 $173 $ 102 $ 8
State income fax, net of federal income tax effect 50 16 39 18 17 m 13
Tax differential on foreign earnings 44 — — — — — —
AFUDC equity income an (59} (36) (25 {n (& (31}
Renewable energy production tax credits {21) — — — —_ . _
Other items, net (5) 28 1 0 1 &H 7
Inceme tax expense from continuing operations $ 752 $ 472 $323 $ 25 $ 180 $ 96 $ 74
Effective tax rate 30.5% 36.1% 356% 33.2% 36.3% 331% 30.6%

Valuation allowances have been established for certain foreign and state
NOL carryforwards and state income tax credits that reduce deferred tax assets

to an amount that will be realized on a more-likely-thar-not basts. The net tables.

DEFERRED TAXES

Net Deferred Income Tax Liability Components

change in the total valuation allowance is included in Tax differential on foreign
earnings and State income tax, net of federal income tax effect in the above

December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Ghio Indiana
Deferred credits and other labilities $ 5 $ 5% % 13 $ 9 $ % $ 03 $ 9
Capital lease obligations 59 11 — — — — (2}
Pension, postretirement and other employee benefits 649 18 341 119 145 2 ]
Progress Energy merger purchase accounting adjustments® 1,184 — — — — — —
Tax credits and NOL camyforwards 4307 488 1,963 396 365 165 52l
Qther 265 15 116 L) 43 i 14
Valuation allowance (192} - {40) (1) - — —
Total deferred incame tax assets 6317 588 2518 562 843 135 595
Investments and other assets (1,336) (999) {209) (160} {49 an )
Accelerated depreciation rates (12,615) (4,400) (3.663) {2.528) (1,160} (1,331 {1,591)
Regulatory assets and deferred debits (3,185} {609} (1,389) (202} {1,159} (168) (117
Total deferred income tax liabilities (17,196) (5,008) (5.261) (2.890) {2,368} (2,122) {1,713)
Net deferred income tax liabilities $(10,679} $(5420) $(2143) $(2,328) $(1,119) $01,927) $01,119)

(a) Pnmarily related to capital lease obligations and debt fair value adwustments,
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On July 23, 2013, HB 998 was signed into law. HB 998 reduces the North a regulatory liability pending NCUC determination of the disposition of the

Caralina corporate income tax rate from a statutary 6.9 percent to amounis related to Duke Energy Carolinas and Duke Energy Progress. The
6.0 percent in January 2014 with a further reduction to 5.0 percent in Jaruary impact of HB 998 did not have a significant impact on the financial position,
2015. Duke Energy recarded a net reduction of approximately $145 million results of operation, or cash flows of Duke Energy, Duke Energy Carglinas,
to its North Carolina deferred tax liability in the third quarter of 2013. The Progress Energy or Duke Energy Progress.

significant majority of this deferred tax liability reduction was offset by recording

The foliowing table presents the expiration of tax credits and NOL carryforwards.

December 31, 2013

Expiration
{in millions} Amount Year
Investment Tax Credits $ 493 2029 —2033
Alternative Minimum Tax Credits 1,028 Indefinite
Federal NCL carryforwards 2411 2030 — 2033
State NOL carryforwards and credits'® 189 2014 — 2033
Foreign NOL carryforwards™ 121 2015— 2033
Total Yax credits and NOL carryforwards $ 4307

(a) Avaluation allowance of $83 million has been recorded on the state NOL carmyforwards. state tax credits and state capital loss carryforwards. as presented in the Net Deferred Income Tax Liabiity Components fable
{b) A valuation allowance of $109 mulhon has been recorded on the foreign NOL camylorwards. a5 presented w the Net Deferred Income Tax Liability Components table. Certam foreign NOL carryforwards have an indefinite

expiration period.

December 31, 2012
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohig Indiana
Deferred credits and other liabilities $ 25 $ 64 $ 10 $ $ 76 $ am $ 22
Capital lease obligations 60 13 — — — — {0
Pension, postretirement and other employes benefits 1,320 117 712 318 257 62 94
Progress Energy merger purchase acceunting adjusiments'® 1312 — — — — — —
Tax credits and NOL camyforwards 3311 447 1536 309 91 132 340
Other 408 22 230 82 126 10 27
Valuation allowance (226) — an — — HH —
Total deferred income tax assets 6,441 663 2511 733 550 213 482
Investments and other assets (1,093} {818 {112) (108) (6} {29 (18
Acceferated depreciation rates {11,208) (4.289) {2.803) (2,178) (592) (1.823) (1,131)
Regulatory assets and deferred cebits 3.819 62n {1,775 (465) {1.318) {197} (185
Total deferred income tax liabilities (16,120 5,754 {4,690} (2,751 {1916} {2,045} (1,330)
Net deferred ircome tax liabilities $ 9.679) $(5.091} $2.179 $(2.018) $(1,366) $(1.832) $ (852
{a} Primanly related to capral lease obligations and debt fair value adjustments
Classification of Deferred Tax Assets {Liabilities) in the Consolidated Balance Sheets

December 31, 2013
Duke Duke Duke Duke Ouke

Duke Enetgy Prograss Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Current Assets: Gther $ 1313 $ 6 $ 540 $ $ 10 $ 8 $ 52
Investments and Other Assets: Other 45 — — — — —_ —
Deferred Credits and Other Liabilities: Other (12,097 {5,106) (3,283} (2.951) {1,829 (2,012) (1.171)
Net deferred income tax liabilities $(10,679) $(5.420) $(2.743) $(2,328) $(.119 $(1,927) $(1,119)
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December 31, 2012

Duke Duke Duke Duke Duke

Duike Energy  Progress Energy Energy Energy Energy

{in miltions) Energy Carolinas Energy Progress Florida Ohio Indiana
Current Assets: Other $ T $ 90 $ 359 $ 144 $ 152 2 $ 1
Investments and Other Assets: Other 85 — 20 — — — —
Current Liabilities: Other ) — — - — - -
Deferred Credits and Other Liabilities: Cther {10,430) (5,181) {2,958 (2,162) (1,518) (1.853) {853)
Net deferred income tax liabilities $ (9679 $6.090 @19 $(2,018) $(1,366) $(1.832) $(852)

Deferred income taxes and foreign withholding taxes have not been provided
on undistributed earnings of Duke Energy’s foreign subsidiaries when such
amounts are deemed to be indefinitely reinvested. The cumulative undistributed
earnings as of Dacember 31, 2013 on which Duke Energy has not pravided

UNRECOGNIZED TAX BENEFITS

The following tables present changes to unrecognized tax benefits.

deferred income taxes and foreign withholding taxes is approximately $2.4 bitlion,
The amount of unrecognized deferred tax fiability related fo these undistributed
earnings is estimated at between $300 million and $375 million.

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
\nrecognized tan benefits — Jamuary 1 $ 540 $ N $131 $ 61 $ 4 b $ 2

Unrecognized tax benefits increases (decreases)
Gross decreases — tax positions in prior periods {231) (100} (36) (45) (3n (36} (31)
Decreases due to seftlements {66) - —_ —_ — — —_
Reduction due to fapse of statute of limitations (13) — (13} —_ 1 -_ -
Total changes (310) {100} {99) (45) (36} (36) (31
Unrecognized tax benefits — December 31 $ 230 $171 $ 12 $ 22 $ 8 $— $1
Year Ended December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Unrecognized tax henefits — January 1 $385 $ 260 $173 $73 $ 80 $32 $24
Acquisitions 128 — — — — — —

Unrecognized tax benefits increases (decreases)

Gross increases — tax positions in prior periods 29 12 23 14 12 2 6
Grass decreases — tax positians in pnor periods (4 — 12 (19 {52) — —
Gross increases — current period tax positions 28 15 g 4 4 4 4
Gross decreases — current period tax positions {9 (9) m 1 — @ (2
Decreases due to settlements (13 (11} — — — — —
Reduction due to 1apse of statute of limitations ] — — — — — -
Total changes 155 1 42) (6) (36) 4 3
Unsecognized tax benefits — December 3] $540 $211 $131 $ 67 $M $ 36 $32
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Year Ended December 31, 2011

Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Ohio Indiana
Linrecognized tax benefits — January 1 $ W $ 217 § 176 $§ N $ 99 3§ 2 3 2
Unrecognized tax benefits increases (decreases)
Gross increases — tax positions in prior periods 49 42 88 19 66 4 3
Gross decreases — tax positions in prior pariads (18) 8 (24 14} z2un 5 3
Gross increases — current period tax positions 16 9 § g 1 4 3
Gross decreases — current period fax pesitions — — (8) (4) (4) — —
Decreases due fo settiements {4 — (68) {10} (61) — —
Total changes 43 43 )] n (19 3 3
Unrecognized tax benefits — December 31 $ 385 $ 260 $ 173 § N $ 8 $ 3 9§ 2

The following table includes additional information regarding the Duke Energy Registrants’ unrecegnized tax benefits. It is reasonably possible that Duke Energy
and Duke Energy Carolinas wili reflect an approximate $4 million reduction in unrecognized tax benefits within the next 12 months due to expected settlements. All
other Duke Energy Registrants do not anticipate a material increase or decrease in unrecognized tax benefits within the next 12 months.

December 31, 2013
Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy
(in millions) Energy  Carolinas Energy Progress Florida  Indiana
Amount that if secognized. wauld affect the effective tax rate or regulatory liability $ 128 $ 116 $ 2 $ 1 $ 1 3 1
Amount that if recognized, would be recorded as a component of discontinued operations 3 —_ —_ — — —

(2) Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Flonda and Duke Energy Indiana are unable to estimate the specific amounts that would atfect the effective tax rate versus the

regulatory abihity.

OTHER TAX MATTERS

The following tables include interest recognized in the Consolidated Statements of Operations and the Consolidated Balance Shegts.

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Carofinas Energy Progress Florida Qhio  Indiana
Net interest income recognized related to income taxes $ 2 $ 2 $ 6 s 7 $ — & 4 % 1
Interest payable related to income taxes 7 8 10 2 7 — —_
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Year Ended December 31, 2012

Duke Duke Duke Duke Ouke

Dutke Energy  Progress Energy Energy Energy Energy

{in millipns) Energy  Carolinas Energy Progress Flgrida Ohio Indiana
Net interest income recognized related to income taxes 31 $ 9 $ — b — $ — 38 — % 2
Net interest expense recognized related to income taxes — — 2 — 2 — —
Interest receivable related to income taxes — 7 — — — — —
Interest payable related to income taxes 7 — 17 8 9 3 1

Year Ended December 31, 2011

Duke Duke Duke Duke Duke

Duke Energy Pragress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Net interest income recognized related fo income taxes $ 12 § 5 I 2 $ 6 $ 2§ — & —
Net interest expanse recognized related to income taxes — — - — — 1 I
Interest receivable related to income taxes 8 5 — — — — —
Interest payatle related to income taxes — — 21 8 7 3 3

Duke Energy and its subsidiaries are no longer subject to U.S. federal examination for years before 2006. The years 2006 and 2007 are in Appeals. The IRS is
currently auditing the federal ingome tax returns for years 2008 through 2011. With few exceptions, Duke Enecgy and its subsidiaries are ng longer subject to state,
local or non-U.S. income tax examinations by tax authorities for years before 2004.

23. OTHER INCOME AND EXPENSES, NET

The companents of Other income and expenses, net an the Cansolidated Statements of Operations are as follows.

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy  Carolinas Energy Progress Florida Ohio Indiana
Interest income $ 2 $ 1 s 1 $ 1 $ 3 % 5 % &
Foreign exchange losses {18) - — — —_ — —
AFUDG equity 1587 91 50 42 8 1 15
Deferred returns 3 2 7 7 — — —_
{ther income (expense} 58 (4) 30 1 19 3) (3
Other income and expense, net $ 262 $ 120 § 9 $ o7 $ 3 % 4 3y 1
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Year Ended December 31, 2012

Duke Duke Duke Duke Duke
Duke Energy  Progress Energy Energy Energy Energy
(in millions} Energy  Carolinas Energy Progress Florida Ohio  Indiana
Interest income $ 50 ¢ 1 § 2 $ 1 ¢ 1 ¢ 10 s 7
Foreign exchange losses (5) — — — — — —
AFUDC equity 300 154 106 69 37 6 84
Deferred returns 24 24 — — — — —
Other income (expense) 28 (4] 22 9 1 (3) M
Qther income and expense, net $ W $ 185 $ 1 $ 19 L ST - S TR
Year Ended December 31, 2011
Duke Duke Duke Duke Duke
Duke Energy Prograss Energy Enevgy Energy Energy
(in miltions} Energy  Carolinas Energy Progress Florida Ohio  (ndiana
Interest income $ 53 $ 10 $ 2 $ 1 $ 1 3§ 14 % M
Foreign exchange gains 2 — — — - — —
AFUDC equity 260 168 103 n 32 5 88
Contingent value obligations mark-to-markel loss — — 159) — — — —_
Deferred returns 10 10 — — — — -
Dther income (expense) 2 vl 6 8 ey — 6]
Other income and expense, net $ 376 $ 186 § 52 $ 80 $ 3 % 19 % 97

24. SUBSEQUENT EVENTS

For information on subsequent events related to acquisitions, dispositions and sales of other assets, regulatory matters and commitments and contingencies,
see Notes 2, 4 and 5.
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25. QUARTERLY FINANCIAL DATA (UNAUDITED)

DUKE ENERGY

The following table includes the results of Progress Energy beginning
July 2, 2012. Quarterly EPS amnounts are meant ta be stand-alone calculations
and are not always additive to the full-year amount due to rounding and the

weighting of share issnances.

First Second  Third Fourth
{in milligns, except per share data)  Quarter Quarter Quarter Quarter  Total
2013
Qperating revenues $5,898 $5879 $6709 $6,112 524598
Operating income 1,215 921 1143 1200 4982
Income from continuing operations 634 343 994 686 2,659
Net income 634 347 1608 692 2,676
Net incame attributable to Duke
Energy Corporation 634 339 1,004 688 2,665
Earnings per share:
Income from continuing operations
attributable to Duke Energy
Carparation commaon shareholders
Basic $089 $048 $140 $09 § 374
Diluted $089 §$048 $140 $09 § 374
Net income attributable to Duke
Energy Corporation common
shareholders
Basic $089 $048 $142 $097 % M
Dituted $089 $048 $142 $097 3% 376
2012
Qperating revenues $3630 $3577 $6,722 $5695 $19624
Operating income 485 78 1,078 %7 31
Income from continuing operaticns 297 449 594 06 1,746
Net income 239 443 598 437 1782
Net income attributable to Quke
Energy Corporation 295 444 594 435 1768
Earnings per share:
Income from continuing operations
attributable to Duke Energy
Corporation commen shareholders
Basic $066 $0%9 $084 $057 § 301
Diluted §066 $099 $084 305 § 30
Net income attributable to Duke
Energy Corparatian comman
shareholders
Diluted $ 086 §$ G99 $085 §062§ 307

The following table inctudes unuswal or infrequently occurring items in
gach quarter during the twa most recently completed fiscal years. All amounts

discussed below are pretax untess otherwise noted.
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First Second  Third Fourth

{in millions) Quarter Quarter Quarfer Quarter  Total
2013
Costs to achieve Progress Energy merger

{see Nete 2) $ (55 % B % (88§ (1) § {29D)
Crystal River Unit 3 charges

(see Note 4) — (15 - (51 (352)
Harris and Levy nuclear development

charges (see Note 4} — an - — (87)
Gain on sale of DukeNet {see Note 12) — _ — 105 105

Total $ (550 ¢ (464) & (88) § (24) § {631)
2012
Costs to achieve Progress Energy merger

{see Note 2) $ ® % SN $ U6 6B
Edwardsport IGCC charges (see Note 4)  (420) — {180} (28)  (628)
Voluntary Opportunity Plan deferral {see

Note 19) 101 — — — 101

Total $@my (M $ @ $ 9y $(1.163)

{a) Rewised retail rates became effective in January for Duke Energy Florida, May for Duke Energy Otuo, June
for Duke Energy Progress and September for Duke Energy Carsiinas (see Note 4 Jor turther information).

DUKE ENERGY CAROLINAS
First Second Third Fourth

{in millicns) Quarter Quarter Quarter Quarter  Total
013

Operating revenues $1720 $1,591 $191% $1715 $6954
Operating income a3 35 604 40 1809
Net incame 244 181 342 209 976
2012

Operating revenues $1501 $1616 $1939 $1609 $6665
Operating income 475 386 440 216 1,517
Net income 266 211 258 136 865

The following table includes unusual or infrequently occurring items in
each quarter during the two mast recently completed fiscal years. All amounts

discussed below are pretax unless otherwise noted.

First Second Third Fourth

{in millions) Quarter Quarter Quarter Quarter  Total
2013w
Costs to achieve Progress Energy merger

{see Note 2) $ 208 (39 8 (34 % (29 $ (120
2012
Costs to achigve Progress Energy merger

{see Note 2) $ W3 B sush $ (e § (239
Valuntary Cpportunity Plan deferral

(see Note 19) 101 — — — 101

Total $ 97 % (5 a8y (46 § (138

(a) Rewised retail rates became effective i September in both North Carolina and Sauth Carolina
{see Note 4 for further information).
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PROGRESS ENERGY
First Second Third  Fourth

(in miltions) Quarter Quarter Quarter Quarter  Total
2013
Operating revenues $2186 $2281 $2766 $2,300 $ 9533
(perating income 430 114 6711 401 1618
tncome {loss) from continuing

operations 194 (13} 328 190 659
Net income (loss) 134 (17} 2 196 675
Net income {loss) attributable to Parent 153 {in 4 1585 612
2012
{perating revenues $2,102 $2288 $2788 $2,227 § 9405
(perating income 363 a 379 ng 1137
Income (loss) from continuing

operations 141 68 154 ® 3%
Net income 152 64 157 34 A0
Net income attributable to Parent 150 63 155 32 400

The following table includes unusual or infrequently occurring items in
each quarter during the two most recently completed fiscal years. All amounts

discussed below are pretax unless otherwise noted.

First Second Third  Fourth

(in miltions) Quarter Quarter Quarler Quarter  Total
2013{:}
Costs to achieve the merger with

Duke Energy (see Note ) $019) $ (31 $ (47§ (28 $(122)
(Grystal River Unit 3 charges

{see Note 4) —  {295) - (51 (35D
Hams and Levy nuclear development

charges {see Note 4) — (87) — —_ {87}
Total $019) ${415) $ (a2) § (8% $(561)
7012
(osts to achieve the merger with Duke

Energy (see Note 2) $ § 00 s $ (8 34326
Florida replacement power refund

{see Note 4) — — {100 — (100
Crystat River Unit 3 charges

(see Note 4) — — — (192 (192
Total $) 8 Q0 331 7Y 3618

{a) Revised retan rates pecame effechve in January n Fiorida and June i North Carouna (see Note 4 for

further information),

DUKE ENERGY PROGRESS

First Second  Third Fourth

(in millions) Quarter Quarter Quarter Quarter  Total
013

Opesating revenues $1.216 31135 $1430 %1211 $4992
Operating income 212 166 303 251 932
Net income 110 11 175 138 500
2012

Operating revenues $1.090 $1.090 $1398 $1.128 %4706
Cperating income 107 83 172 148 510
Net income 52 3 96 93 272

The following table in¢ludes unusual or infrequertly occurring items
in each quarter during the two most recently completed fiscal years. All
amounts discussed below are pretax unless otherwise noted.

First Second Third Fourth

(in millions) Quarter Quarter Quarter Quarter  Total
2013[3)
Costs to achieve the merger with

Duke Energy (see Note 2) $an s 2% (3¢ (19 3 (34
Rarris nuclear davelopment charges

{see Note 4) - @ - —  an

Total $ (10§ 4§ (3§ (19 § (106
2012
Costs to achieve the merger with Duke

Energy {see Note 2) $ M3 (12§80 $ 68 $ 232
(8} Rewised retail rates became effective in June i North Carlina (see Note 4 for further information).
DUKXE EXERGY FLORIDA

First Second  Third Fourth

{in millions) Quarter Quarter Quarter Quarter  Total
2013
Dperating revenues $ 968 $1,142 $1332 $1085 $4527
Dperating income {loss} yral (53} 369 151 688
Net income {loss) 110 5N 197 15 325
2012
Qperating revenues $1.010 $1L196 31388 $1095 $4.689
Operating income {loss) 255 196 207 29 619
Net income {loss} 128 3 100 43} 268
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The following table includes unusual or infrequently occurring items in
each quarter during the two most recently completed fiscal years. Al amounts
discussed below are pretax unless otherwise noted.

First Second Third Fourth

{in millions) Quarter Quarter Quarter Quarter  Total
013
Costs to achieve the merger with Duke

Energy (see Note 2) $68) S $ (100 % (3§ (33
Crystal River Unit 3 charges (see Noted)  —  {295) — (51  (352)
Levy nuciear development charges

(see Note 4) — {65} - — (65

Total $(8) $(371) $ (10} $ (66) § (455)
2012
Costs to achieve the merger with Duke

Energy {see Note 2) ) 03 ® s 6N O3 U § oy
Replacement power refund (see Note 4} — — (100 — (100
Crystal River Unit 3 charges (see Note )  — — — (19 asy

Total $Q) 3 @ $U3n $23% ¢ (3®
(a) Rewised retail rates became effective in January (see Note 4 for further infarmation).
DUKE ENERGY OHID
First Second Third Fourth

{in miilions) Quarter Quarter Quarter Quarter  Total
2013
Operating fevenues $ 747 4 811 4 £18 ¢ 868 $3.245
Operating (Ioss) incomg an 108 116 44 251
Net (loss) income {21) 58 53 & 102
2012
(perating revenues $ 912 § 717 § 757 § 766 %3182
Operating income 138 85 47 74 319
Net incame 74 43 b a7 175

The following table includes unusual or infrequently occurring items in
each quarter during the two most recently completed fiscal years, All amounts
discussed below are pretax unless otherwise roted.

First Second  Third Fourth

{in millions) Quarter Quarter Quarter Quarter  Total
2013w
Costs to achieve Progress Energy merger

(see Note 2) $ @S s @s w3 ae
2012
(asts {0 achieve Prograss Energy merger

(see Note 2) $ WMs My @ s 1% 36
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(8) Rewised retail rates became effective in May (see Note 4 for further information).

DUKE ENERGY INDIANA

First Second Third Fourth

(in miffions) Quarter Quarter Quarter Quarter  Totat
2013

Operating revenues $724  $700 3755 4747 $19%6
Qperating income 181 168 203 181 733
Net income 90 82 104 82 358
2012

Operating revenues $638  $685 $718  $676 $2717

(272) 134 (30) 8 0
(167 7 19 5 (50)

QOperating (lnss} income
Net (loss) income

The following table includes unusuat or infrequently occurring items in
each quarter during the two most recently completed fiscal years. All amounts
discussed below are pretax unless atherwise noted.

First Second  Third Fourth

{in millions} Quarter Quarter Quarter Quarter  Total
2013
Costs to achieve Progress Energy merger

{see Note 2) $ W By s (B san
2012
Costs to achieve Progress Energy merger

{see Note 2) $ W g g p s oay e
Edwardsport IGCC charges (see Note 4) {420} — {180 (28)  (628)
Total f2n 8 (s $ 33 3662
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FTEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Nore,

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Disclosure controls ard procedures are ¢ontrals and other procedures
that are designed to ensure that information required to be disclosed by the
Duke Energy Registrants in the reports they file or submit under the Securities
Exchange Act of 1934 (Excharge Act) is recorded, processed, summarized,
and reported, within the time periods specified by the Securities and Exchange
Commission’s (SEC) rules and forms.

Disclosure controls and procedures include, withaut limitation, contrels
and procedures designed to provide reasonable assurance that information
required to be disclosed by the Duke Energy Registrants in the reports they
file ar submit under the Exchange Act is accumulated and communicated to
management, including the Chief Executive Officer and Chief Financial Officer,
as appropriate, to allow timely decisions regarding required disclosure.

Under the supervision and with the participation of management,
including the Chief Executive Officer and Chief Financial Officer, the Duke Energy
Registrants have evaluated their effectiveness of their disclosure controls and
procedures {as such term is defined in Rule 13a-15(e) and 15d-15(e) under the
Exchange Act) as of December 31, 2013, and, based upcn this evaluation, the
Chief Executive Officer and Chief Financial Dfficer have concluged that these
controls and procedures are etfective in providing reasonable assurance of
compliance.

Changes in Internal Control over Financial Reporting

Under the supervision and with the participation of management,
including the Chief Executive Officer and Chief Financial Officer, the Duke Energy
Registrants have evaluated changes in internaf control aver finangial reporting
{as such term is defined in Rules 13a-15(f) and 15d-15(f) wnder the Exchange

Act) that occurred during the fiscal quarter ended December 31, 2013 and
fave concluded no change has materially affected, or is reasonably tikely to
materially affect, internal control over financial reporting.

Management's Annual Report On Internal Contrel Over Financial Reporting

The Duke Energy Registrants’ management is responsible for establishing
and maintairing an adequate system of internal centrol over financial reporting,
s such term is defined in Exchange Act Rules 13a—15(f) and 15d — 15(f.

The Duke Energy Registrants’ internal control system was designed to provide
reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purpases, in accordance

with U.S. generally accepted accounting prirciples. Because of inherent
limitations, internal control over financial reporting may nat prevent or detect
misstatements, Also projections of ary evaluatian of effectiveness to future
periods are subject to the risk that controls may becoma inadequate because
of changes in conditiors, or that the degree of compliance with policies and
procedures may deteriorate.

The Duke Erergy Registrants” management, including their Chief
Executive Officer and Chief Financial Dfficer, has conducted an evaluation of the
effectiveness aof their internal control over financial reporting as of December 31,
2013 based on the framework in the 1992 Internal ontrs] — Integrated
Framework issued by the Committee of Sponsering Organizations of the
Treadway Commission. Based on that evaluation, management concluded
that its internal controls over financial reporting were effective as of
December 31, 2013.

Deloitte & Touche LLP, Duke Energy's independent registered public
accounting firm, has issued an attestation report on the effectiveness of Duke
Energy's internal control over financial reporting.

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Duke Energy will provide information that is responsive 16 this Item 10 in its definitive proxy statement or in an amendment to this Annual Report not later than
120 days after the end of the fistal year covered by this Annual Report, in either case under the caption “Directors and Executive Officers,” and possibly efsewhere

therein. That informaticn is incorporated in this [tem 13 by reference.

ITEM 11. EXECUTIVE COMPENSATION

Duke Energy will previde information that is responsive to this fiem 11 in its definitive proxy statement o7 in an amendment to this Annual Report not later than
120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption “Executive Compensation,” and passibly elsewhere therein.

That infosmation is incorporated in this ftem 11 by reference.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Duke Energy will provide information that is responsive to this Item 12 in its definitive proxy statement or in an amendment to this Annual Report not later
than 120 days after the end of the fiscal year covered by this Annual Repart, in either case under the caption “Security Ownershig of Certain Beneficial Owners and
Management and Related Stockholder Matters,” and possibly elsewhere therein. That information is incorparated in this [tem 12 by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Duke Energy will provide information that is responsive to this Item 13 in its definitive proxy statement or in an amendment ta this Annual Report not later
than 120 days after the end of the fiscal year covered by this Annual Report, in either case under the caption “Certain Relationships and Related Transactions,” and
possibly elsewhere therein. That information is incorporated in this item 13 by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Deloitte & Touche LLP and the member firms of Deloitte Touche Tehmatsu and their respective atfiliates (collectively, Deloitte) provided professional services to
the Duke Energy Registrants. The following tables present the Delgitte fees for services rendered to the Duke Energy Registrants during 2013 and 2012,

Year Ended December 31, 2013

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Energy  Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio  Indiana
Types of Fees

Audit Fees'™ $115 $41 $4.3 $25 $18 $13 $1.2

Audit-Related Fees™ 23 04 0.2 0.1 0.1 — —

Tax Feas® 0.5 0.2 0.2 0.1 0.1 0.1 0.1

Total Fees $14.3 $4.7 $47 $217 $2.0 $14 $13

Year Ended December 31, 2012

Duke Duke Duke Duke Duke

Duke Energy  Progress Energy Energy Emergy  Energy

{in millions) Energy® Carolinas  Energy™  Progress®  Florida™ Ohio  Indiana
Types of Fees

Audit Fegs® $122 $4.2 $3.2 $17 $1.5 $28 $1.3

Audit-Related Fees'® 25 03 04 0.2 0.2 05 0.3

Tax Fees® 0.9 0.3 0.2 0.1 0.1 0.2 0.1

Total Fees $15.6 $5.4 $338 $2.0 $18 $35 $17

(a} Excludes accounting fees and services for Progress Energy registrants paid pror to the merger on july 2, 2012,

{b} Includes all accounting fees and services paid pror to and subsequent to the merger.

{c)  Audit Fees are fees bitied or expected to be billed for professional services for the sudit of the Duke Energy Registrants” finang:al statements included m the annual report on Form 10-K and the review of financial statements
wcluded n quarterty reports an Form 10-0, for senvices that are normally provided by Delmitte in connection with statutory, regulatory or other flings or engagements or for any other service performed by Deloitte to comply
with generally accepted auditing standards.

(d)  Audit-Related Fees are fees for assurance and related serces that are biy related to the p
confrol reviews.

(2)  Tax Fees are fees for tax refurn assistance and preparation, tax examiation assistance, and professional services related to 1ax planming and tax strategy.

€ of an audit or review of financial statements, including 2ssistance with acquisiions and divestitures and internal

Ta safeguard the continued independence of the independent auditor, the Duke Energy Audit Committee adopted a policy that pravides the independent public
accountants are only permitted to provide services to Duke Energy and its consolidated subsidiaries, including the Subsidiary Registrants that have been pre-approved
by the Duke Energy Audit Committee. Pursuant to the policy, detailed audit services, audit-related services, tax services and certain other services have been
specifically pre-approved up to certain feg limits. In the event the cost of any of these services may exceed the pre-approved limits, the Duke Energy Audit Committee
must pre-approve the service. All other services that are not prohibited pursuant to the Securities and Exchange Commission's or other appticable regulatory bodies’
rules of regulations must be specifically pre-approved by the Duke Energy Audit Committee. All services performed in 2013 and 2012 by the independent public
accountant were appraved by the Duke Energy Audit Committee and Legacy Progress Energy Audit Committee pursuant to their pre-approval policies.
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ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

{a} Consolidated Financial Statements, Supplemental Financial Data and Supplemental Schedules included in Part H of this anrual report are as follows:
Duke Energy Corporation

Consolidated Financial Statements

Consolidated Statements of Operations for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Comprehensive Income for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Balance Sheets as of December 31, 2013 and 2012

Conselidated Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Statements of Changed in Equity for the Years Ended December 31, 2013, 2012 and 2011

Notes 1o the Consolidated Financial Statements

Quarterly Financial Data, (unaudited, included in Nate 25 to the Consolidated Financial Statements)

Consolidated Financial Statement Schedule | — Condensed Parent Company Financial Information for the Years Ended December 31, 2013, 2012 and 2011
Report of Independent Registered Public Accounting Firm

All other schedules are omitted because they are nat required, or because the required information is included in the Consolidated Financial Statements or Notes.

Duke Energy Carolinas, LLC

Consolidated Financial Statements

Consclidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2013, 2012 and 2011

Consalidated Balance Sheets as of December 31, 2013 and 2012

Consolidated Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Statements of Changes in Member's Equity for the Years Ended December 31, 2013, 2012 and 2011

Motes to the Consolidated Financial Statements

Quarterly Firancial Data, (unauditad, included in Note 25 to the Consclidated Financial Statements)

Report of Independent Registered Public Accounting Firm

Al other schedules are omitted because they are not required, of because the required information is included in the Consolidated Financial Siatements or Notes.

Progress Energy, Inc.

Consolidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Balance Skeets as of December 31, 2013 and 2012

Consolidated Statements of Cash Fiows for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Statements of Changes in Common Stockholder's Equity for the Years Ended December 31, 2013, 2012 and 2011

Notes to the Consolidated Financial Statements

Quarterly Financial Data, {unaudited, included in Note 25 to the Consolidated Financial Statements}

Report of Independent Registered Public Accounting Firm

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

Duke Energy Progress, Inc.

Consalidated Financial Statements

Censolidated Statements of Operations and Comprehensive tncome for the Years Ended December 31, 2013, 2012 and 2011

Consoligated Balance Sheets as of December 31, 2013 and 2012

Consalidated Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Statements of Changes in Common Stockholder's Equity for the Years Ended Dacember 31, 2013, 2012 and 2011

Notes to the Consolidated Financial Statements

Quarterty Financial Data, (unaudited, included in Note 25 to the Consolidated Financial Statements)

Report of Independent Registered Public Accounting Firm

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

Duke Energy Florida, Inc.

Financial Statements

Statements of Operations and Comprehensive income for the Years Ended December 31, 2013, 2012 and 2011

Balance Skeets as of Dacember 31, 2013 and 2012

Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011

Statements of Changes in Commaon Stockhoider's Equity for the Years Ended December 31, 2013, 2012 ard 2011

Notas to the Financial Statements

Quarterly Financial Data, (unaudited, included in Note 25 to the Consolidated Financial Statements)

Report of Independent Registered Public Accounting Firm

All ather schedules are omitted because they are not required, or because the required information is inctuded in the Consolidated Financial Statements or Notes.
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Duke Energy Ohio, Inc.

Consofidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Balance Sheets as of December 31, 2013 and 2012

Consolidated Statements of Cash Flows for the Years Ended December 31, 2013, 20i2 and 2011

Consolidated Statements of Changes in Commen Stockholder's Equity for the Years Ended December 31, 2013, 2012 and 2011

Notes to the Consplidated Financial Statements

Quarterly Financtal Data, (unaudited, included in Note 25 to the Consolidated Financial Statements)

Report of Independent Registerad Public Accounting Firm

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

Duke Energy Indiana, Inc.

Consolidated Financial Statements

Consolidated Statements of Gperations and Comprehensive Income for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Balance Sheets as of December 31, 2013 and 2012

Consclidated Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011

Consolidated Statements of Changes in Common Stockholder's Equity for the Years Ended December 31, 2013, 2012 and 2011

Notes to the Consclidated Finarcial Statements

Quarterly Financial Data, (unaudited, included in Note 25 to the Consolidated Financial Statements)

Report of Independent Registered Public Accounting Firm

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

SIGNATURES

Pursuant to the requirements of Section 13 or 15{d} of the Securities Exchange Act of 1934, the registrants have duly caused this report to be signed
on their behalf by the undersigned, thereunto duly authorized.

Date: February 28, 2014

DUKE ENERGY CORPORATION
{Registrant)
By: /s/ LYNN 1. GOOD
Lyon ). Good
Vice Chairman, President and
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behaif of the
registrant and in the capacities and on the date indicated.

{0 /s/LYNN).GOOD

Lynn J. Good
Vica Chairman, President and Chief Exesutive Officer (Principal Executive Officer and Director)

iy /s/ STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

(il /s/BRIAN D. SAVOY
Brian D. Savoy
Vice Prasident, Chief Accounting Officer and Controller (Principal Accounting Officer)

{iv) Directors:

William Barnet, lI* James H. Hance, Jr* Carlos A, Saladrigas*
G. Alex Bernhardt, Sr.* Johr T Herron * Philip R. Sharp*
Michael G, Browning™ fames B. Hyler, Jr*

Harris E. Deloach, Jr.* William E. Kennard *

Daniel R. DiMicco™ E. Mari¢ McHee*

John K. Forsgren* E. James Reinsch™

Ann M, Gray* James T. Rhodas*

Steven K. Young, by signing his name hereto, does hereby sign this dotument on behaif of the registrant and on behaif of each of the above-named persans
previously indicated by asterisk pursuant to a power of attorney duly executed by the registrant and such persons, filed with the Securities and Exchange Commission
as an exhibit hereto,

By: /s/_STEVEN K. YOUNG

Attorney-In-Fact

Date: February 28, 2014
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PART IV

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed an
its behalf by the undersigned, thereunto duly authorized.

Date: February 28, 2014

DUKE ENERGY CAROLINAS, LLC

(Registrant)
By: Js/ LYNN 1. GOOD
Lynn J. Good
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the date indicated.

(i /s/LYNNJ GOGD

Lynr J. Good
Chiet Executive Officer (Principal Executive Officer}

(i) /s/ STEVEN K.YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

{ii) /s/ BRIAN D. SAVOY

Brian D. Savoy
Vice President, Chief Accounting Officer and Controller {Principal Accounting Officer)

{iv) Direstars:
/s/ LYNN ). GOOD
Lynn J. Good

/s/ B. KEITH TRENT
B. Keith Trent

Js/ LLOYD M. YATES
Lloyd M. Yates

Date: February 28, 2014
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalt by the undersigned, theréunto duly authorized.

Date: February 28, 2014

PROGRESS ENERGY, INC.

(Registrant}
By: s/ LYNN J. GOOD
Lynn J. Good
Chief Executive Officer

Pursuant 1o the requirements of the Securities Exchange Act of 1334, this report has been signed below by the following persens on behalf of the
registrant and in the capacities and on the date indicated.

() /s LYANJ GOOD

Lynn J. Good
Chief Executive Officer (Principal Executive Officen)

{i /sf STEVEN K. YOUNG

Steven K. Young
txecutive Vice President and Chief Financial Officer (Principal Financial Dtficer)

(i) /s/ BRIAN D. SAVOY

Brian D. Savoy
Vice President, Chief Accounting Officer and Cantroller {Principal Accounting Officer)

(iv) Directors:
/s/ LYNN J. GOOD
Lynn J. Good

s/ JUUA 'S, JANSON
Julia S. Janson

Date: February 28, 2014
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly autharized.

Date: February 28, 2014

DUKE ENERGY PROGRESS, INC.

(Registrant)
By: Js/ LYNN ). GOOD
Lynn ). Good
Chiet Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and or the date indicated.

(i) /s/LYNNJ.GOOD

Lynn J, Good
Chief Executive Officer (Principal Executive Officer)

(i} /s/ STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officer (Principal Financial (fficer)

{fii} /s/ BRIAN D. SAVOY
Brian D. Savoy

Vice President, Crief Accounting Officer and Controlter {Principal Accounting Officer)
(iv) Directors:

/5/ LYNN 1. GODD
Lynn ). Good

/s/ DHIAA M. 1AMIL
Dhiaa M. Jamit

/s/ JULIA S, JANSON
Julia §. Ianson

Js/ B. KEITH TRENT
B. Keith Yrent

/s/ LLOYD M. YATES
Lloyd M. Yates

Date: February 28, 2014
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

Date: February 28, 2014

DUKE ENERGY FLORIDA, INC.

(Registrant)
By: /s/ LYNN J. GOOD
Lynn ). Gaod
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the date indicated.

(i /s/LYNNJ. GOOD

Lynn ). Good
Chief Executive Officer {Principal Executive Officer)

{iy /s/ STEVEN K. YOUNG

Steven K. Young
Executive Vice President and Chief Financial Officar {Principal Financial Officer}

(i) /s/ BRIAN D. SAVQY

Brian D. Savoy
Vice President, Chief Accounting Officer and Controller (Principal Accounting Officer)

(iv) Directors:
Js/ LYNN ). GOOD
Lynn J, Good

/s/ DHIAA M. JAMIL
Dhiaa M. Jamil

/s JULIA S. JANSON
Julia §. Janson

/5! B. KEITH TRENT
B. Keith Trent

/s/ LLOYD M. YATES
Lloyd M, Yates

Date: February 28, 2014
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

Date: February 28, 2014

DUKE ENERGY OHID, INC

(Registrant)
By: £/ LYNN ). GOOD
Lynn J. Good
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the date indicated,

(i /s/LYNNJ.GOOD

Lynn J. Good
Chief Executive Officer (Principal Executive Officer)

(i) /s/ STEVEN K, YOUNG

Steven K. Yourg
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

(i} fo/ BRIAN D, SAVOY

Brian D. Savoy
Vice President, Chief Accounting Officer and Controller {Pringipa! Accaunting Officer)

(i) Directors:
/s/ LYNN ), GOOD
Lynn J. Good

/s/ B. KEITH TRENT
B. Keith Trent

/s/ LLOYD M. YATES
Lloyd M. Yates

Date: February 78, 2014
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SIGNATURES

Pursuant 1o the requirements of Section 13 or 15{d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

Date: February 28, 2014

DUKE ENERGY INDIANA, INC

(Registrant)
By: fs/ LYNN J, GOOD
Lynn ). Good
Chief Executive Dfficer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the date indicated.

() /s/LYNN ). GOOD

Lynn J. Gaod
Chief Executive Officer (Principal Executive Officer)

{iy  /s/STEVEN K. YOUNG

Steven K. Yourg
Executive Vice President and Chief Financial Officer (Principal Financial Officer)

(i) /s/ BRIAN D. SAVGY
Brian D. Savoy

Vice Presidant, Chief Accouating Officer and Cantroller (Principal Accounting Otficar}
(iv) Directors:

/s/ DOUGLAS F, ESAMANN
Douglas F. Esamann

/5/ KELLEY A. KARN
Keliey A. Karn

/s/ LLOYD M. YATES
Llioyd M. Yates

Date: February 28, 2014
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PART IV

EXHIBIT INDEX

Exhibits filed herewithin are designed by an asterisk (*). Al exhibits not so designated are incorporated by reference to a prior filing, as indicated. Items
constituting management contracts or compensatory plans or arrangements are designated by a double asterisk (**). The Company agrees to furnish upon request
to the Commission a copy of any omitted schedules or exhibits upon request on all items designated by a triple asterisk (***). Legacy Pragress Energy, management
contract or compensation plan or arrangement required to be filed as an exhibit to this repart purstrant to Item 15 (b} of Form [0-K (+).

Duke Duke Duke Duke Duke
Exhibit Duke Energy Progress Enerpy Energy  Energy  Energy
Number Energy  Carolinas Energy  Progress Florida Ohio  Indiana

2.1 Agreement and Plan of Merger between Duke Energy Corparation, Diamond X
Acquisition Corporation and Pragress Energy, Inc., dated as of January 8, 2011,
(incorporated by reference to Exhibit 2.1 to Duke Energy Corporation's Current
Report on Form B-K filed on January 11, 2011, File No. 1-32853).

31 Amended and Restated Certificate of Incorporation (incarporated by reference X
{0 Exhibit 3.1 to Duke Energy Corporation’s Current Repart on Form 8-K filed an
April 4, 2006, File No. 1-32853).

311 Amended and Restated Cerlificate of Incorporation (incorporated by reference X
fo Exhibit 3.1 to Duke Energy Corporation’s Current Report on Form 8-K filed on
July 3, 2012, File No. 1-32853}.

3z Articles of Organization including Articles of Conversion (incorporated by X
reference to Exhibit 3.1 to Duke Energy Carolinas, LLC's Current Report on
Form 8-K filed on April 7, 2066, File No. 1-04328).

321 Amended Articles of Organization, effective October 1, 2008, {incorporated by X
reference to Exhibit 3.1 to Duke Energy Caralinas, LLC's Quarterdy Repart on
Form 10-Q for the quarter ended September 30, 2006 filed an November 13,
2006, File No. 1-04928).

33 Amended Articles of Consolidation of Duke Energy Ohio, inc. {formerfy X
The Cincinaati Gas & Electric Company), effective Qctaber 23, 1996,
{incorporated by reference to Exhibit 3{a) to registrant’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 1955 filed on November 13,
1986, File No. 1-01232).

331 Amended Articles of Consalidation, effective October 1, 2006, {incorporated X
by reference to Exhibit 3.1 to Duke Energy Ohio, Inc.'s (formerly The Cincinnatt
Gas & Electric Company) Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006 filed on November 17, 2006, File No. 1-0£232).

34 Amended Articles of Consolidation of Duke Energy Indiana, Inc. (formerly PSI %
Energy Inc.), effective April 20, 1993, (incorporated by reference to Exhibit 3(a}
to registrant’s Quarterly Report on Form 10-0 for the quarter ended June 30,
1995 filed on August 11, 1995, Fife No. 1-03543).

341 Amendment to Article D of the Amended Artictes of Consalidation of Duke Energy %
Indiana, Inc. (farmerly PSI Energy Inc.), effective July 10, 1997, {incorporated by
reference to Exhibit 3¢f) to registrant’s Annual Report o Form 10-K for the year
ended December 31, 1997 filed on March 27, 1998, File No. 1-03543).

342 Amended Asticles of Consolidation, effective October 1, 2006, (incorporated by *
reference to Exhibit 3.1 to Duke Energy Indiana, Inc.'s (formerly PSI Energy, Inc.)
Quarterly Report on Ferm 13-0 for the quarter ended September 30, 2006 filed
on November 17, 2006, File No. 1-03543).

35 Amended and Restated By-Laws of Ouke Energy Corpusation fincorporated A
by reference to Exhibit 3.1 to registrant’s Current Report on Form 8-K filed on
Qctober 25, 2013, File No. 1-32853).

16 Limited Liability Company Operating Agreement of Duke Energy Carolinas, X
LLC tincorporated by reference to Exhibit 3.2 1o registrant’s Current Report on
Form 8-K filed on April 7, 2006, File No. 1-04928).

37 Regulations of Duke Energy Ohig, in¢. (farmerly The Cincinnati Gas & Electric X
Company), effective July 23, 2003, {incorporated by reference to Exhibit 3.2 to
registrant’s Quarterly Repont on Form $0-Q for the guarter ended June 30, 2003
filed on August 13, 2003, File No. 1-01232).
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Exhibit
Number

Duke
Duke Energy
Energy  Carofinas

Progress
Energy

Duke

Energy
Progress

Duke
Energy
Florida

Duke
Energy
Ohio

Duke

Energy
Indiana

38

3.10

3

3111

3112

312

i

314

31

41

413

By-Laws of Duke Energy Indiana, Inc. {formerly PSI Energy, Inc.), effective

Tuly 23, 2003, {incorporated by reference to Exhibit 3.1 to registrant's Quarterly
Report an Form 10-Q for the quarter ended June 30, 2003 filed on August 13,
2003, File No. 1-03543}.

Restated Charter of Duke Energy Progress (formerly Carolina Power & Light
Company), effective May 10, 1936, (incorporated by reference to Exhibit 3(i) te
tegistrant’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1957
filed on August 13, 1997, File No. 1-03382}.

Amended and Restated Articles of Incorporation of Progress Energy, Inc.
(formerly CP&L Energy, Inc.), effective June 15, 2000, (incorporated by
reference to Exhibit 3(a)(1) to registrant’s Quarterty Report on Form 10-Q for the
quarter ended fune 30, 2000 filed on August 14, 2000, File No, 1-03382).

Articles of Amendment to the Amended and Restated Articles of incorporation
of Progress Energy, Inc, (formerty CP&L Energy, Inc.}, effective December 4,
2000, (incorporated by reference o Exiibit 3(b}(1) ta registrant’s Annual Report
on Form 10-K for the year ended December 31, 2001 filed on March 28, 2002,
File No. 1-03382).

Articles of Amendment to the Amended and Restated Articles of Incorporation
of Progress Energy, Inc. (formerty CP&L Energy, Inc }, effective May 10, 2006,
{incorporated by reference to Exhibit 3(a) to registrant's Guarterly Report

on Form 10-Q for the quarter ended June 30, 2006 filed on August 9, 2006,
File No. 1-15929).

Amended Articles of Incorporation of Duke Energy Florida, Inc. (formerly Florida
Power Corporation) {incorporated by reference to Exhibit 3(a) to registrant's
Annual Report on Form 10-K for the year ended December 31, 1931 filed on
March 30, 1992, File No. 1-03274).

By-Laws of Progress Energy, Inc. (formerly CP&L Energy. Inc.), effective May 10,
2006, {incorporated by refererce to Exhibit 3(b) to registrant’s Quarterly Report
on Form 10-Q for the quarter ended June 30, 2006 filed on August 9, 2006,

File No. 1-15929).

By-Laws of Duke Energy Progress, Inc. (formerly Carolina Power & Light
Company), effective May 13, 2009, (incorporated by reference to Exhitit 3(b) to
segistrant's Quarterly Report on Form 10-Q for the quarter ended June 30, 2009
filed on August 7, 2009, file No. 1-15929).

By-Laws of Duke Energy Florida, Inc. (formerly Florida Power Corporation),
eftective September 20, 2010, {ingorporated by reference to Exhibit 3.1

to registrant’s Current Report on Form 8-K filed on September 20, 2010,
file No. 1-3274).

Indenture between Duke Energy Corporation and The Bank of New York Mellon
Trust Company, N.A., as Trustee, dated as of June 3, 2008, {incorporated by
reference to Exhibit 4.1 to registrant’s Current Report on Form 8-K filed on June
16, 2008, Fite No. 1-32853}.

First Supplemental Indenture, dated as of June 16, 2008, (incorporated
By reterence to Exnibit 4.2 1o Duke Energy Corporation's Current Report on
Form 8-K filed on June 16, 2008, File No. 1-328533).

Second Supplemental Indenture, dated as of January 26, 2009, (incorporated
by reference to Exhibit 4.1 to Duke Energy Corporation’s Current Report on
Form 8-K filed on Janvary 26, 2009, File No. 1-32853).

Third Supplemental Indenture, dated as of August 28, 2009, (incorporated
by reference to Extibit 4.1 to Duke Energy Corporation's Current Report an
Form 8-K filed on August 28, 2009, File No. 1-32853).

Fourth Supplemental indenture, dated as of March 25, 2010, {incorporated
by reference to Extibit 4.1 to Duke Energy Corporation’s Current Report an
Farm 8-K filed an March 235, 2010, File No, 1-32833).
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Exhibit
Humber

Duks
Duke Energy
Eneigy  Carolinas

Progress
Energy

Duke
Energy
Progress

Duke

Energy
Florida

Duke
Energy
Ohio

Duke

Energy
{ndiana

415

418

4110

42

43

431

434

435

436

Fifth Supplemental Indenture, dated as of August 25, 2011, (incorporated X
by reference to Exhibit 4.1 to Duke Energy Corporation’s Current Report on
Form B-K filed on Augnst 25, 2011, File No. 1-32853).

Sixth Suppiemental Indenture, dated as of November 17, 2011, {incorporated X
by reference to Exhibit 4.1 to Duke Energy Corporation’s Current Report on
Form 8-K filed on November 17, 2011, File No. 1-32853).

Seventh Supplemental Indenture, dated as of August 16, 2012, (incorporated X
by reference to Exhibit 4.1 to Ouke Energy Carparation’s Current Report on
Form 8-K filed on August 16, 2012, File No, 1-32853).

Eighth Supplemental Indenture, dated as of January 14, 2013, (incorporated X
Py reference 1o Exhitat 2 o Duke Energy Corporation's Form 8-A filed on
January 14, 2013, File No. 1-32853).

Ninth Supplemental Indenture, dated as of June 13, 2013, (incorporated X
by reference to Exhibit 4.1 to Duke Energy Corporation’s Current Report on
Form 8-K filed on June 13, 2013, File No. 1-32853).

Tenth Supplemental Indenture, dated as of October 11, 2013, {incorporated X
by reference to Exhibit 4.1 to Duke Energy Carporation’s Current Repart on
Form 8-K filed on October 11, 2013, File No.1-32853).

Senior indentyre between Duke Energy Caralinas, LLC and The Bank of New X,
York Mellon Trust Company, N.A., as successor trustee to JPMorgan Chase Bank

{formerly known as The Chase Manhattan Bank), dated as of September I,

1998, incorporated by reference to Exhibit 4-D-1 fo registrant’s Post-Effective

Amendment No. 2 to Registration Statement on Form S-3 fited on April 7. 1999,

File No. 333-14209).

fifteenth Supplemental Indenture, dated as of April 3, 2006, (incorporated by X
reference to Exhibit 4.4.1 to Duke Energy Corporation’s Registration Statement
on Form $-3 filed on Qctober 3, 2007, File No. 333-146483).

Sixteenth Supplemental Indenture, dated as of June 5, 2007, {incorporated X
by reference to Exhibit 4.1 to Ouke Energy Carolinas, LLC's Current Report on
Form 8-K filed on June 6, 2007, File No. [-04928).

First and Refunding Mortgage from Duke Energy Carolinas, LLC to The Bank of New x
York Mellan Trust Company, RA., successor trustee to Guaranty Trust Company

of New York, dated as of December 1, 1927, (incorporated by reference to

Exhibit 7(a} to egistrant's Form S-1, effective Octaber 13, 1947, File No. 2-7224}.

Instrument of Restgnation, Appointment and Acceptance among Duke Energy X
Carglinas, LLC, JPMorgan Chase Bank, N.A., as Trustee, and The Barnk of New York

telion Trust Compary, N.A., as Successor Trustee, dated as of Sepiembes 24,

2007, (incerporated by reference to Exhibit 4.6.1 to registrant’s Registration

Siatement on Form $-3 filed on October 3, 2007, File No. 333-146483).

Ninth Supptemental Indenture, dated as of February 1, 1949, {incorporated by X
reference to Exhibit 7 {f} to registrant's Form 3-1 fiied on February 3, 1949,
File No. 2-7808).

Twentieth Supplemental Indenture, dated as of June 15, 1964, {incorporated by X
reference to Exibit 4-B-20 to registrant’s Form $-1 filed on August 23, 1966,
File No. 2-25367).

Twenty-third Supplemental Indenture, dated as of February 1, 1968, X
{incorporated by reference to Exhibit 2-B-26 to registrant’s Form S-9 filed on
January 21, 1569, File No. 2-31304).

Sixtieth Supplemental Indenture, dated as of March 1, 1990, {incorporated by X
reference to Exhibit 4-B-61 to registrant’s Annuat Report on Form 10-K for the
year ended December 31, 1990, File No.1-04928).

Sixty-third Supplemental Indenture, dated as of July 1, 1991, {incorporated by X
reference to Exhibit 4-8-64 to repstrant’s Registration Statement on Form $-3
filed on February 13, 1992, File No. 33-43301),
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437

439

4.3.10

431

4312

4313

43.14

4315

44

441

Eighty-fourth Supplemental Indenture, dated as of March 20, 2006,
(incorparated by reference to Exhibit 4.6.9 to Duke Energy Corporation's
Registration Statement on Form $-3 filed on October 3, 2007,

File No. 333-146483).

Eighty-fifth Suppiemental Indenture, dated as of January 10, 2008,
(incorparated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC'S
Current Report on Focr B-K filed on fanuary L1, 2008, File No.1-04928).

Eighty-seventh Supplemental Indenture, dated as of April 14, 2008,
(incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, L1C's
Current Report on Form 8-K filed on April 15, 2008, File No.1-04928).

Eighty-eighth Supplemental Indenfure, dated as of November 17, 2008,
(incorparated by reference to Exhitit 4.1 to Duke Energy Caralinas, LLC'S
Current Report on Form 8-K filed on November 20, 2008, File No.1-04928).

Ninetieth Supplemental Indenture, dated as of November 19, 2009,
(incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's
Current Report on Form 8-K filed on November 19, 2009, File No.1-04928).

Ninety-first Supplemental indenture, dated as of June 7, 2010, (incorporated
by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's Current Report on
Form 8-K filed on June 7, 2010, File No.1-04928}.

Ninety-third Supplemental Indenture, dated as of May 19, 2011, {incorporated
by reference to Extubit 4.1 to Duke Energy Carclinas, LLC's Current Report on
Form §-K filed on May 19, 2011, File No.1-04928).

Ninety-fourth Supplemantal Indenture, dated as of December &, 2011,
{incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLC's
Current Report on Form §-K filed on Decerber 8, 2011, File No.1-04328}.

Ninety-fifth Supplemental Indenture, dated as of September 21, 2012,
{incorporated by reference to Exhibit 4.1 to Duke Energy Carolinas, LLG's
Current Report on Form 8-K filed on September 21, 2012, File No.1-04328).

Mortgage and Deed of Trust between Duke Energy Progress, Inc, (formerly
Carolina Power & Light Company) and The Bank of New York Mellon (formerly
Irving Trust Company) ard Frederick G. Herbst {Tina D. Gonzalez, successor), as
Trustees, dated as of May 1, 1940.

First through Filth Supplemental Indentures thereto (Exhibit 2{b),

File No. 2-64189); the Sixth through Sixty-sixth Supplemental Indentures
(Exhibit 2(b}-5. File No. 2-16210; Exhibit 2()-6, File No. 2-16210;

Exhibit 4{b)-8, Fite No. 2-19118; Exhibit 4(n)-2, File No. 2-22439;

Exhibit 4{b)-2, File No. 2-24624; Exhibit 2(c}, File No. 2-27297 . Exhibit 2(c),
File No. 2-30172; Exhibit 2(c), File No. 2-35694; Exhibit 2(c), File No. 2-37505;
Exhibit 2(ch. File No. 2-39002; Exhibit 2{c), File No. 2-81738; Dxhvibit 2(¢),

File No. 2-43439; Exhibit 2(c), File No. 2-47751; Extbit 2(c), File Ne. 2-49347;
£xhibit 2{c), File No. 2-53113; Exhitut 2{d), File No. 2-53113; Exhibit 2(c},

File No. 2-39311; Exhibit 2(c}, Fite No. 2-61811; Exhibit 2(d}, File No. 2-64189;
Exhibit 2(c), File No. 2-63514; Exhibits 2(¢) and 2(d), File No. 2-66851;
Exhibits 4(0)-1, 4(b)-2, and 4(b)-3, File No. 2-81299; Exhibits 4(c)-1

through 4(c)-8, File No. 2-95505; Exhibits 4(b} through 4(h), File No. 33-25560,

Exhibits 4(h) and 4{c}, File No. 33-33431; Exhibits 4(b) and 4{c),

File No. 33-38298; Exhibits 4¢h} and 4(i), File No. 33-42869; Exhibits 4(e)-(g).
File No. 33-48607; Exhibits 4(e) and 4(f), File No. 33-55060:; Exhibits 4(e)

and 4(f), File No. 33-60014; Exhitits 4(a} and 4(b) to Post-Effective
Amendment No. 1, File No. 33-38349; Exhibit 4(e), File No. 33-50597;

Exhibit 4(e) and 4{f) to Registration Statement on Form S-3, File No. 33-57835,
filed o February 24, 1995; Exhibit to the Current Report on Form 8-K filed on
August 28, 1997, Fila No. 1-03382; Exhibit 4(b} to Registration Stalement on
Form -3, File No. 333-69237, filed on December 18, 1998; and Exhibit 4(c) to
the Current Report on Form 8-K filed on March 13, 1999, File No. 1-03382).

X



PART IV

Exhibit
Number

Duke Duke
Duke Energy Progress Energy
Energy  Carolinas Energy  Progress

Duke

Energy
Florida

Duke
Energy
Ohio

Duke
Energy
Indiana

442

443

444

445

445

449

4410

45

46

47

Seventy-second Supplemental Indenture, dated as of September 1, 2003, X
(incorporated by reference to Exhibit 4 to Duke Energy Progress, Inc.'s (formerly

Carolina Pawer & Light Company {d/b/a Progress Energy Carclinas, Inc.))

Current Report on Form 8-K filed on September 12, 2003, File No. 1-03382).

Seventy-third Supplementa! Indenture, dated as of March 1, 2005, X
{incorporated by reference fo Exhibit 4 to Duke Energy Progress, Inc.'s (formerly

Carolina Power & Light Company (d/b/a Progress Energy Carolinas, Inc.))

Current Report on Form 8-K filed on March 22, 2005, File No. 1-03382).

Seventy-fourth Supplemental lndenture, dated as of November 1, 2005, X
{incorporated by reference to Exhibit 4 to Duke Energy Progress, Inc.'s (formerly

Carolina Power & Light Company (d/b/a Progress Energy Carolinas, Inc.))

Current Report on Form 8-K filed on Nevember 30, 2003, File No. 1-03382).

Seventy-fifth Supplemental Indenture, dated as of March 1, 2008, {incorporated X
by referance to Exhibit 4 to Duke Energy Progress, Inc.'s (farmerly Camlina

Power & Light Company {d/b/a Progress Energy Carolinas, Inc.)) Current Report

on Form 8-K filed on March 13, 2008, File No. 1-03382).

Seventy-sixth Supplemental Indenture, dated as of January 1, 2009, X
{incorporated by reference to Exhibit 4 to Duke Energy Progress, Inc.'s (formerly

Carolina Power & Light Company (d/b/a Progress Energy Carolinas, Inc.))

Currert Report on Form 8-K filed on January 15, 2009, File No. 1-03382).

Seventy-seventh Supplemental Indenture, dated as of June 18, 2009, X
{mcorporated by reference to hibit 4 10 Duke Energy Progress, Inc.'s iormerty

Carolina Power & Light Company {d/b/a Progress Energy Carolinas, Inc.))

Current Report on Form 8-K filed on June 23, 2009, Fite 0. 1-03382}.

Seventy-efghth Supplemental Indenture, dated as of September 1, 2011, X
(incorporated by reference to Exhibit 4 to Duke Energy Progress, Inc.’s {formerly

Carolina Power & Light Company (d/b/a Progress Energy Carolinas, Inc ))

Current Report on Farm 8-K filed on September 15, 2011, File No. 1-03382).

Seventy-ninth Supplemental Indenture, dated as of May 1, 2012, (incorporated X
by reference to Exhibit 4 to Duke Energy Progress, Inc.'s (formerly Carolina

Power & Light Company {d/b/a Pragress Energy Carglinas, Inc ) Current Report

on Form 8-K filed on May 18, 2012, File No. 1-03382).

Eightieth Supplemental Indenture, dated as of March 1, 2013, (incorporated by X
reference to Exhibit 4.1 to Duke Energy Progress, inc.'s (formerly Carolina Power

& Light Company (d/b/a Progress Energy Carolinas, Inc.)) Current Report on

Form 8-K filed on March 12, 2013, File No. 1-03382).

Indenture {for Debt Securities) between Duke Energy Progress. Inc. (formerty X
Carolina Power & Light Company) and The Bank of New York Mellon (successor

in interest to The Chase Manhattan Bank), as Trustee (incorporated by reference

to Exhihit 4(a) to registrant's Current Report on Form 8-K filed on Rovemnber 5,

1998, File No. 1-03382).

Indenture (for [Subordinated] Debt Securities){open ended) (incorporated by X
reference to Exhibit 4(a)2) to Duke Energy Progress, Inc.’s (formerly Carolina

Power & Light Company {d/b/a Progress Energy Carolinas, |nc )} Registration

Statement on Form 3-3 filed on November 18, 2008, File No. 333-155418).

Indenture (for First Mortgage Bonds) between Duke Energy Fiorida, Inc.
{formerly Florida Power Corporation) and The Bank of New York Mellon (as
successor {0 Guaranty Trust Company of New York and The Florida National
Bank of Jacksonville), as Trustee, dated as of January 1, 1944, (incorporated by
reference to Exhibit B-18 to registrant's Form A-Z, File No. 2-05293).

Seventh Supplemental Indenture (incorporated by reference to Exhibit 4(b) to
Duke Energy Flarida, Inc.'s (formerly florida Power Corporation) Registration
Statement on Form S-3 fited on September 27, 1991, Flle No. 33-16788).
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472

413

474

476

477

4110

4111

4112

4713

47.14

4718

Eighth Supplemental Indenture (incorporated by reference to Exhibit 4(c) to
Duke Energy Florida, Inc."s (formerly Florida Power Corporation) Registration
Statement on Form $-3 filed on September 27, 1991, File No. 33-16788}.

Sixteenth Stppiemental indenture (incorporated by reference to Exhibit 4(d) to
Duke Energy Florida, Inc.'s {formerty Florida Power Corporation) Registration
Statement on Form S-3 Yled on September 27, 1991, File No. 33-16788).

Twenty-ninth Supplemental Indenture (ncorporated by reference to Dxhibit 4fc)
to Duke Energy Florida, tnc.'s (formerly Florida Pawer Corporation) Registration
Statement on Form 3-3 filed on September 17, 1982, Fite No. 2-79832),

Thirty-eighth Supplemental Indenture, dated as of luly 23, 1994, {incorpocated
by reference to exhibit 4(f) to Duke Energy Florida, Inc.'s (formedy Florida Power
Gorporation) Registration Statement on Farm $-3 filed oo August 28, 1994,

File No. 33-55273).

Forty-first Supplemental Indenture, dated as of February 1, 2003, (incorporated
by reference to Exhibit 4 to Duke Energy Florida, Inc.’s {formerly Duke Energy
Florida Pewer Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report
on Form 8-K filed an February 21, 2003, File No. 1-03274).

Forty-second Supplemental Indenture, dated as of April 1. 2003, {incorperated
by reference to Exhibit 4 to Duke Energy Florida, Inc.'s (formery Florida

Power Corporation {d/b/a Progress Energy Florida, Inc )} Quarterfy Report on
Farm 10-Q for the quarter ended June 30, 2003 filed on August 11, 2003,

File No. 1-03274).

Forty-third Suppiemental indenture, dated as of November 1, 2003,
{incerporated by reference to Exhibit 4 to Duke Energy Florida, Inc.’s (formerly
Florida Power Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report
on Form 8-K filed on November 21, 2003, File No. 1-03274).

Forty-fourth Supplemental Indenture, dated as of August 1, 2004, (incorporated
by reference to Exhibit 4(m} to Duke Energy Florida, Inc.’s {formerly Florida
Power Corporation (d/b/a Progress Energy Florida, Inc.)) Annual Report on
Form 10-K for the year ended December 31, 2004 filed on March 16, 2009,

File No. 1-03274}.

Forty-sixth Supplemental Indenture, dated as of September 1, 2007,
{incarporated by reference to Exhibit 4 fo Duke Energy Florida, Ing.'s (formerly
Flonda Power Corporation {d/b/a Progress Energy Horida, inc.)) Current Repont
on Form 8-K filed on September 19, 2007, File No. 1-03274).

Forty-seventh Supplemental Indenture, dated as of December 1, 2007,
{incorporated by reference to Exhibit 4 to Dubke Energy Fiovida, Inc,'s {formesly
Florida Power Corporation (d/b/a Progress Energy Florida, Inc.}) Curent Report
on Form 8-K filed on December 13, 2007, File No. 1-63274).

Forty-eighth Supplemental (ndenture, dated as of fune 1, 2008, (incerporated
by reference to Exhibit 4 to Duke Energy Florida, Inc.'s {formerly Florida Power
Corparation {(d/b/a Progress Energy Flarida, Ing )) Current Report on Form 8-K
filed o June 18, 2008, File No. 1-03274).

Forty-ninth Supplemental Indenture, dated as of March 1, 2018, {incorporated
by reference to Exhibit 4 to Duke Energy Florida, Inc.'s (formerly Fiorida Power
Corporation (d/b/a Progress Energy Flonda, Inc.)) Current Report ont Farm 8-K
filed on March 23, 2010, File No. 1-03274).

Fiftieth Supplemental Indenture, dated as of August 11, 2011, {incarporated
by reference to Exhibit 4 to Duke Energy Florida, fnc.'s (formerly Florida Power
Corporation {d/b/a Progress Energy Florida, Inc.)) Current Repart on Form 8-K
filed on August 18, 2011, File No. 1-03274).

Fifty-first Supplemental Indenture, dated as of November 1, 2012, (incorporated
by reference f¢ Exhibit 4.1 to Duke Energy Florida, Inc.'s (formerly Florida Power
Corporation (d/b/a Progress Energy Florida, Inc.)) Current Report on Form 8-K
filed on November 20, 2012, File No. 1-03274).
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48

49

410

4.10.1

4102

a1

4111

4112

412

4121

4122

4123

Indenture (for Debt Securities) between Duke Energy Florida, Inc. (formerly
Florida Power Corporation (d/h/a Progress Energy Florida, Inc.)) and The Bank
of New York Mellon Trust Company, Nationaf Asseciation (successor in interest
to 1P Morgan Trust Company, National Assaciation), as Trustee, dated as of
December 7, 2005, {incorporated by reference to Exhibit 4(a) to registrant’s
Current Report on Form 8-K filed on December 13, 2005, File No. 1-03274).

Indenture (for [Subordinated] Debt Securities)(open ended} (incarporated by
reference to Exhibit 4(a}(2} Duke Energy Florida, Inc.s (formedy Fiorida Power
Corporation {d/b/a Progress Energy Florida, Inc.)) Registration Statement on
Form $-3 filed on November 18, 2008, File No. 333-155418).

Oniginal Indenture {Unsecured Debt Securities) between Duke Energy Ohio, Inc,
{formerly The Cincinnati Gas & Electric Company) and The Bank of New York
Mellon Trust Company, N.A., as Successor Trustee, dated as of May 15, 1595,
(incorporated by reference to Exhibit 3 te registrant’s Form 8-A filed on July 27,
1995, File No. 1-01232).

First Supplemental Indenture, dated as of June 1, 1995, {incorporated by
reference to Exhibit 4 B to Duke Energy Ohio, Inc.’s {formerly The Cincinnati
Gas & Electric Company) Quarterly Repart on Form 10-0Q for the quarter ended
June 30, 1995 filed on August 11, 1995, File No, 1-01232).

Seventh Supplemental Indenture, dated as of June 15, 2003, (incorporated by
reference to Exhibit 4.1 to Duke Energy Qhio, fnc.'s (formery The Cincinnati
Gas & Electnc Company) Quarterty Repart on Form 10-Q for the quarter ended
Jure 30, 2003 filed on August 13, 2003, File No. 1-01232),

Original Indenture (First Mortgage Bonds} between Duke Energy Ohio, Inc.
{formerly The Cincinnatt Gas & Electric Company) and The Bank of New York
Mellon Trust Company, N.A., as Successor Trustee, dated as of August 1, 1936,
{incorporated by reference to an exhibit to registrant's Registration Statement
No. 2-2374).

Fortieth Supplemental Indenture, dated as of March 23, 2009, (incorporated
by reference to Exhibit 4.1 to Duke Energy Ohio, Inc.’s (formerly The Cincinnati
Gas & Electric Company) Current Report on Form 8-K filed on March 24, 2009,
File No. 1-01232).

Forty-second Supplemental Indenture, dated as of September 6, 2013,
{incorporated by reference to Exhibit 4.1 to Duke Energy Ohio, Inc.’s (formerly
The Cincinnati Gas & Electic Company) Current Report on Form 8-K filed on
September 6, 2013, File No. 1-01232).

Indenture between Duke Energy Indiana, Inc. (formery PSI Energy. tnc.) and The
Bank of New York Meflon Trust Company, N.A., as Successor Trustee, dated as
of November 15, 1996, {incorporated by reference to Exhibit 4(v) to registrant's
Annual Report on Form 10-K for the year ended December 31, 1996 filed on
March 27, 1997, File Ne. 1-03543).

Third Supplemental Indenture, dated as of March 15, 1998, (incorporated by
reference to Exhibit 4 to Duke Energy Indiana, Inc.'s {formerly PSI Energy, Inc.)
Annual Repart on Form 10-K for the year ended December 31, 1997 filed oa
March 27, 1998, File No. 1-03543).

Eighth Supplemental indenture, dated as of September 23, 2003, (incorporated
by reference to Extubit 4.2 to Duke Energy Indiana, Inc.'s (formerly PSI Energy,
Inc.) Quarterty Report on Form 10-Q for the quarter ended September 30, 2003
fited on November 13, 2003, File No. 1-03543).

Ninth Supplemental ladenture, dated as of October 21, 2005, (incorporated

by reference to Exhibit 4.7.3 ta Duke Energy Indiana, Inc.’s (farmerly PSI
Energy, Inc.) Registration Statement on Form S-3 filed on September 29, 2010,
File No. 333-16%633).
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4124

413

4131

4132

4133

4134

4133

4135

4137

4138

4139

413.10

41311

41312

41313

41314

413.15

Tenth Supplemental Indenture, dated as of June 9, 2006, (incorperated by
teference to Extibit 4.1 to Ouke Faergy Indiana, Inc.'s (formerly PSL Energy, Inc.)
Current Report on Form 8-K filed on June 15, 2008, File No. 1-03543}.

QOriginal Indenture (First Mortgage Bonds) between Duke Energy Indiana, Inc.
{formerly PSI Energy, Inc.) and Deutsche Bank National Trust Company, as
Successor Trustee, dated as of September 1, 1939, (filed as an exhibit in
File Mo. 70-258).

Tenth Supplemental Indenture, dated as of July 1, 1952, {filed as an exhibit in
File No. 2-9687).

Twenty-third Supplemental Indenture, dated as of January I, 1977, (filed as an
exhibit in File No. 2-57828).

Twenty-fitth Supplemental Indenture, dated as of September 1, 1978, {filed as
an exhibit in File No. 2-62543).

Twenty-sixth Suppiementat indenture, dated as of Sepiember 1, 1978, (filed as
an exhibit in File No. 2-62543).

Thirtieth Supplemental Indenture, dated as of August 1, 1980, (filed as an
fhibit in File No, 2-6856D).

Thirty-fifth Supplemental (ndenture, dated as of March 30, 1984. {filed as
an exhibit to registrant’s Annual Report on Form 10-K for the year ended
December 31, 1984, File Na. 1-03343).

Forty-sixth Supplemental Indenture, dated as of June 1, 1990, (filed as
an exhibit to registrant’s Annual Report on Form 10-K for the year ended
December 31, 1991, File No. 1-03543).

Forty-seventh Supplemental Indenture, dated as of July 15, 1991, {filed as
an exhibit fo registrant’s Annual Report on Form 10-K for the year ended
December 31, 1991, File No. 1-03543).

Faorty-eighth Supplemental Indenture, dated as of fuly 15, 1992, (filed as
an exhibit fe registrant’s Annual Repart ¢n Form 10-K for the year ended
December 31, 1992, File No. 1-03543).

Fifty-second Supplemental Indenture, dated as of April 30, 1999, (incorporated
by reference to Exhibit 4 to Duke Energy Indiana, Inc.'s {formerty PSI Energy,
Inc.) Quarterly Repart on Form 10-Q for the quarter ended March 31, 1995 filed
on May 13, 1999, File No. 1-03543).

Filty-seventh Supplemental Indenture, dated as of Avgust 21, 2008,
(incorporated by reference to Exhibit 4.1 fo Duke Energy Indiana, Inc.'s
{formerly PSI Energy, Inc.) Current Reper Form 8-H fied on August 21, 2008,
File No. 1-03543).

Fitty-eighth Supplemental Indenture, dated as of December 19, 2008,
{incorporated by reference to Exhibit 4.3.12 to Duke Energy \ndiana, inc.'s
{formerly PSI Energy, Inc.) Registration Statement on Form $-3 filed on
September 29, 2010, File No. 333-169633-02).

fifty-ninth Supplemental Indenture, dated as of March 23, 2009, {incomporated
by reference fo Exhibit 4.1 to Duke Energy Indiana, Inc.'s tformerly PSI Energy,
Inc.) Corrent Report on Form 8-K fited on March 24, 2009, Fite No. 1-03543).

Sixtieth Supplemental Indenture, dated as of fune 1, 2009, (incorporated

by reference to Exhibit 4.8.14 to Duke Energy Indiana, Inc.'s (formerly PSI
Energy, Inc.) Registration Siatement on Form $-3 filed on September 29, 2000,
File No. 333-169633-02).

Sixty-first Supplemental indenture, dated as of October 1, 2009, (incorporated
by reference to Exhitit 4 8.15 ta Duke Energy Indiana, Inc.'s (formerty PSI
Energy, Inc.} Registration Statement on Form $-3 filed on September 29, 2010,
Fife No. 333-169633-02).
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413.16

413.17

41318

413.19

413.20

414

415

416

417

418

419

4.20

421

4127

Sixty-second Supplemental Indenture, dated as of July 9, 2010, {incorporated by
reference to Exhidit 4.1 to Duke Energy Indiana, Inc.'s {formery PSI Enesgy, Inc.)
Current Report on Form 8-K filed on July 9, 2010, File No. 1-03543).

Sixty-third Supplemental Indenture, dated as of September 23, 2010,
(incorporated by reference fo Exhibit 4.8.17 to Duke Energy Indiara, Inc.’s
{formerly PSI Energy, Inc.) Registration Statement an Form S-3 fifed an
September 29, 2010, Fite No. 333-169633-02).

Sixty-faurth Supplementat Indenture, dated as of December 1, 2011,
(incorporated by reference to Exhibit 4(d)(2)(xviii) to Duke Energy Indiana,
Inc.'s (formerly P3I Energy, Inc .} Registration Statement on Form S-3 filed on
September 33, 2013, File No.333-191462-03).

Sixty-fifth Supplemental Indenture, dated as of March 15, 2012, (incorporated
by reference to Exhibit 4.1 to Duke Energy Indiana, Inc.’s (formerly PSI Energy,
Inc.} Current Repart an Form 8-K filed an March 15, 2012, File No. 1-03543).

Sixty-sixth Supplemental Indenture, dated as of fuly 11, 2013, (incorporated by
reference to Exhibit 4.1 to Duke Energy Indiana, Inc."s (formerly PSI Energy, Inc.)
Current Repart on Farm 8-K filed on July 11, 2013, File No. 1-03543).

Repayment Agreement between Duke Energy Ohio, Inc. (formerly The Cincinnati

Gas & Electric Company) and The Dayton Power and Light Company, dated as of
December 23, 1992, (filed with registrant's Annuat Repart on Form 10-K for the
year ended December 31, 1992, File No. 1-01232),

Unsecured Promissary Note between Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.} and the Rural Utilities Service, dated as of Qctaber 14, 1398,
(incorporated by reference to Exhibit 4 to registrant’s Annual Report on
Formn 10-K for the year ended December 31, 1998 filed on March 8, 1999,
File No. 1-03543).

6.302% Subordinated Note between Duke Energy Indiana, Inc. (formerly PSI
Energy, inc.} and Cinergy Corp., dated as of February 5, 2003, (incorporated by
reference to Exhibit 4 (yyy) o registrant's Quarterty Report on Form 10-Q for the
quarter ended March 31, 2003 filed on May 12,2003, File No. 1-03543).

©.403% Subordinated Note between Duke Energy Indiana, Inc. (formerly PSI
Energy. Inc.) and Cinergy Corp., dated as of February 5, 2003, (incorporated by
reference to Exhibit 4 {z22) to registrant’s Quarterly Report on Form 10-Q for the
quarter ended March 31, 2003 filed on May 12, 2003, File No. 1-03543).

Form of Duke Energy InterNote (Fixed Rate), dated as of November 13, 2012,
{imcorporated by reference to Exhibit 4.1 to Duke Energy Corporatior’s Current
Report on Form 8-K filed on November 14, 2012, File No. 1-32853).

Form of Duke Energy InterNote (Flcating Rate), dated as of November 13, 2012,
{incorporated by reference to Exhibit 4.2 fo Duke Energy Corporation's Current
Report on Form 8-K filed on Nevember 14, 2012, File No. 1-32853).

Contingent Value Obligation Agreement betwaen Progress Energy, Inc. {formery
CP&L Energy, Inc.) and The Chase Manhattan Bank, as Trustee, dated as of
November 30, 2000, (incorporated by reference to Exhibit 4.1 to registrant's
Current Report on Form 8-K filed on December 1, 2000, File No. 1-03382).

Forty-second Supplemental Indenture between Duke Energy Ohio, Inc. {formeny
The Gincinnati Gas & Electric Company} and The Bank of New York Mellon

Trust Company, N.A., as Trustee, dated as of September 6, 2013, (incorporated
by reference to Exhibit 4.1 to registrant’s Current Report on Form 8-K filed on
September 6, 2013, File No. 1-01232).

Sixty-sixth Supplemental Indenture between Duke Energy Indiana, Inc. (formerly
PSI Energy. Inc.) and Deutsche Bank National Trust Company, as Trustee, dated
asof fuly 11, 2013, {incorporated by reference to Exhibit 4.1 to registrant's
Current Report an Farm 8-K filed on July 11, 2013, File Na. 1-03543).
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10.1

10.11

1g2*

10.21%*

10.2.2**

10.2.3**

10.3**

104

10.5

10.6

10.7

10.3

Purchase and Sale Agreement between Duke Energy Americas, LLC and LSPBay X X
3l Harbor Holding, LLG, dated as of January 8, 2006, (incorparated by reference

to Exhibit 10.2 to registrant s Quarterly Report on Form 10-Q for the quarter

ended March 31, 2006 filed on May 10, 20086, File No. 1-32853).

Amendment to Purchase and Sale Agreement between Duke Energy Americas, X X
LLC, LS Power Generation, LLC (formerly LSP Bay Il Harbor Helding, LLC), LSP

Gen Finance Co, LLC, LSP South Bay Holdings, LLG, LSP Oakland Holdings, LLC,

and LSP Masra Bay Holdings, LLC, dated as of May 4, 2006, {incorporated by

reference to Exhibit 10.2.1 to registrant’s Quarterly Report on Form 10-Q for the

quarter ended March 31, 2006 filed on May 10, 2006, File No.1-32853).

Directors’ Charitable Giving Program (incosporated Dy reference to Exhibit 10-P %
to Duke Energy Carofinas, LLC's Annual Repert on Form 10-K for the year ended
December 31, 19%2, File No. 1-04928).

Armendment fo Direciors’ Charitable Giving Program, dated as of June 18, 1997, b
(incorporated by reference to Exhibit 1-1.1 to Duke Energy Carolinas, LLC's

Annual Report on Form 20-K for the year ended December 31, 2003 filed on

March 15, 2004, File No. 1-04928).

Amendment to Directors’ Charitable Giving Program, cated as of luly 28, 1997, X
(incorporated by reference to Exhibit 10-1.2 to Duke Energy Carolinas, LLC's

Annual Report on Form 10-K for the year ended December 31, 2003 filed on

March 15, 2004, File No. 1-04928).

Amendment fo Directors’ Charitabie Giving Program, dated as of February 18, X
1998, {incorporated by reference to Exhibit 10-1.3 to Duke Energy Carolinas,

LLC's Annual Report on Form 19-K for the year ended December 31, 2003 filed

on March 15, 2004, File No. 1-04928).

Duke Energy Corporation 1998 Long-Term Incentive Plan, as amended, X
(incorporated by reference to Exhidit ! to Duke Energy Carolinas, LLC's Form
DEF 144 filed on March 28, 2003, File No, 1-04928}.

Agreements with Piedmant Electric Membership Carporation, Rutherford Electric X
Membership Corporation and Blue Ridge Electric Membership Corporation

to provide wholesale electricity and related power scheduling services from

September 1, 2006 through December 31, 2021 (incorporated by reference 1o

Exhibit 10.15 to Duke Energy Corporation’s Quarterly Report on Form 10-Q for

the quarter ended June 30, 2006 filed on August 9, 2006, File No. 1-32853).

Asset Purchase Agreement between Saluda River Electric Cooperative, Inc., as X
Seller, and Duke Energy Carolinas, LLC, as Purchaser, dated as of December 20,

2008, (incorporated by reference to Exhibit 10.1 to registrant’s Current Report

an Form 8-K filed an December 27, 20086, File No. 1-04928).

Settlement between Duke Energy Corporation, Duke Energy Caralinas, LLC X
and the U.S. Department of Justice resolving Duke Energy's used nuclear fuel

litigaticn against the U.S, Department of Energy, dated as of March 6, 2007,

{incarpacated by reference to tem 8.01 to tegistrant's Current Repart an Farm

8-K filed on March 12, 2007, File No. 1-04928).

Engineering, Precurement and Construction Agreement between Duke Energy X
Carolinas, LLC and Stone & Webstes National Engineering PC., dated as

of July 11, 2007, (incorporated by reference to Exhibit 10.1 to registrant's

fQuarterly Report on Form 10-Q for the quarter eaded September 30, 2007 filed

on November 12, 2007, File No. 1-04928). (Portions of the exhibit have been

omitted and filed separately with the Securities and Exchange Commission

pursuant to a request for confidential treatment pursuant to Rule 24h-2 under

the Securities Exchange Act of 1934, as amended )

Deferred Compensation Agreement between Duke Energy Indiana, Inc. (PSI
Energy, Inc.) and James E. Rogers, dated as of January I, 1992.
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Exnibit
Number

Duke Duke
Duke Energy Progress Energy
Energy  Carolinas Energy  Progress

Duke

Duke

Energy  Energy

Florida

Ohio

Duke

Energy
Indiana

109

10.10

10.011**

10.12

10.13

10.14

10.15

10.16

10.17

10.18

Amended and Restated Engineering, Procurement and Construction X
Agreement between Duke Energy Carolinas, 1LC and Stone & Webster National

Engineering PC., dated as of February 20, 2008, (incorperated by reference to

Exhibit 10.1 to registrant’s Quarterly Report on Form 10-Q for the quarter ended

March 31, 2008 filed on May 14, 2008, File No. 1-04928). (Portians of the

exhibit have been omitted and filed separately with the Securities and Exchange

Commissinn pursuant to a request for confidential treatment pursuant to

Rule 24b-2 under the Securities Exchange Act of 1934, as amended).

Asset Purchase Agreement between Cinergy Capital & Trading, Inc. (Capital
& Trading), CinCap Madison, LLC and Duke Energy Indiana, Inc. {formerly
PSI Energy, Inc.), dated as of February 5, 2003, {incorporated by ieference
to Exhibit 10(t) to registrant's Guarterly Report on Form 10-Q for the quarter
ended March 31, 2003 filed on May 12, 2003, Fite No. 1-03543).

Form of Phantom Stock Award Agreement {incorporated by reference to X
Exhiod 101 10 Duke Tnergy Corporation’s Current Report on Form 3-# flied on
Aprit 4, 20086, File No, 1-32853).

Amended and Restated Engineering and Construction Agreement between Duke X
Energy Carolinas, LLC and Shaw North Carolina, Ing., dated as of December 21,

2009, {incorporated by reference to Item 1.01 to registrant's Cusrent Report on

Form 8-K filed on December 28, 2009, File No. 1-04928).

Asset Purchase Agreement between Capital & Trading., CinCap VI, LLC and
Duke Energy Indiana, Inc. (formerly PS| Energy, Inc.}, dated as of February 5,
2003, (incorporated by reference %o Exhibit 10uu) to registrant’s Guarterly
Report on Form 10-{ for the quarter ended March 31, 2003 filed on May 12,
2003, File No. 1-03543).

Asset Purchase Agreement between Duke Energy tndiana, Inc. {formerly PSI
Energy, Inc.) and Duke Energy Ohio, Inc. {formerty The Cincinnati Gas & Electric
Company} and Allegheny Energy Supply Company, LLC, Allegheny Energy Supply
Wheatland Generating Facility, LLC and Lake Acquisition Company, L L.C., dated
as of May 6, 2003, (incorporated by reference to registrant’s Quanterly Report
on Form 10-Q for the quarter ended lune 30, 2005 filed on August 4, 2005,

File No. 1-01232).

Asset Purchase Agreement between Duke Energy Indiana, Inc. (formerly PSI
Energy, Inc.) and CG&E and Allegheny Energy Supply Campany, LLC, Allegheny
Energy Supply Wheatland Generating Facility, LLC and Lake Acquisition
Company, L.L.C., dated as of May 6, 2005, (incorporated by reference to
Exhitut [0{kkkk) to registrant's Quarterly Report on Form 10-G for the quarter
ended June 30, 2005 filed on August 4, 2005, File No. 1-03343).

Keepwell Agreement between Duke Capital LLC and Duke Energy Chio, Inc.
{formerly The Cincinnati Gas & Electric Company}, dated as of April 10, 2008,
{incorporated by reference to Exhibit 10.1 to registrant's Current Report on Form
8-K filed on Aprit 14, 2006, File Ne. 1-01232).

Agreements between Fiedmont Electric Membership Corporation, Rutherford X
Electric Membership Corporation and Blue Ridge Electric Membership

Corporation to provide wholesale electricity and related power scheduling

sevices from September 1, 2006 through December 31, 2021 {incorporated

by reference to Exhibit 10,19 to Duke Erergy Corporation's Quartery Report

on Form 13-Q for the quarter ended June 30, 2006 filed on August 9, 2006,

File No. 1-32853).

Asset Purchase Agreement between Duke Energy Indiana, Inc., (formerly

PSI Energy, Inc.}, as Seller, and Wabash Valley Power Assaciation, Inc., as
Buyer, dated as of December 1, 2006, (incorporated by reference to Exhibit 10.1
to registrant's Current Report on Form B-K filed on December 7, 2008,

File No. 1-03543).
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Exhibit
Number

Duke Duke
Duke Energy Progress Energy
Energy  Carolinas Erergy  Progress

Duke

Energy
Florida

Duke
Energy
Ohio

Duka

Energy
Indiana

10.19

16.20

10.21

10.22%**

10.23*~

10.24**

10.25%*

10.25

1627

10.28

Purchase and Sale Agreement between Cinergy Capital & Trading, Inc., as Seller, X
and Fortis Bank, S.A/N.V, as Buyer, dated as of June 26, 2006, (incorporated

by reference to Exhibit 10.1 to Duke Energy Corporatien's Current Report on

Form 8-K filed on June 30, 2006, File No. 1-32853).

Engineering, Procurement and Construction Management Agreement between
Duke Energy Indiana, Inc. {formerly PS| Energy, Inc.) and Bechtel Power
Corporation, dated as of December 15, 2008, {incorporated by reference to
Exhibit 10.16 to registrant's Annual Report on Form 10-K for the year ended
December 31, 2008 filed on March 13, 2009, File No. 1-03543). (Portions of the
exhitit have been omitted and filed separately with the Securities and Exchange
Commission pursuant to a request for confidential treatment pursuant to Rule
24b-2 under the Securities Exchange Act of 1934, as amended).

Formation and Sale Agreement betwean Duke Ventures, LLC, Crescent X
Resaurces, LLC, Morgan Stanley Real Estate Fund V U.S. L.P, Morgan Stanley

Real Estate Fund ¥ Special U.S., L.P, Morgan Stanley Real Estate tnvastors

¥ U.S., LP, MSP Real Estate Fund V. L.P, and Margan Stanley Strategic

Investments, Inc., dated as of September 7, 2006, {incorporated by reference

to Exhibit 10.3 to Duke Energy Corporation's Quarterty Report on Form 10-Q

for the quarter ended September 30, 2006 filed on November 9, 2006,

File No. 1-32853).

Stock Option Grant Agreement between Duke Energy Corparation and James E. X
Regers, dated as of April 4, 2006, (incorporated by reference to Exhitit 10.4 fo
registrant’s Current Report on Form 8-K filed April €, 2006, File Mo, 1-32853).

Duke Energy Corperation 2006 Leng-Term Incentive Plan (incorporated by X
reference to Exhibit 10.] to registrant's Current Repert on Form 8-K filed on
October 27, 2006, File No. 1-32853).

Amendment to the Duke Energy Corporation 1998 Long-Term Incentive X
Plan between Duke Energy Corporation and Spectra Energy Corp., effective

February 27, 2007, (incorporated by reference to Exhibit 10.6 to registrant’s

Quarterty Report on Form 10-Q for the quarter ended March 31, 2007 filed on

May 10, 2007, File No. 1-32853).

Amendment to the Duke Energy Corporation 2006 Long-Term Incentive Plan X
between Duke Energy Corporation and Spectra Energy Corp., {incorporated by
reference to Exhibit 10.7 fo registrant’s Quarterly Report on Form 10-Q for the

quarter ended March 31, 2007 filed on May 10, 2007, File No. 1-32853).

Engineenng, Procurement and Construction Agreement between Duke Enargy X
Carolinas, LLC and Stone & Webster National Engineering PC., dated as of

luly 11, 2007, Cincorporated by reference to Exhibit 10.2 to Duke Energy

Corporation’s Quarterly Report en Form 10-Q for the quarter ended September 30,

2007 filed on November 9, 2007, File No. 1-32853). (Portions of the exhibit

have been omitted and filed separately with the Securities and Exchange

Commission pursuant to a request for confidential treatment pursuant to

Rule 24b-2 under the Securities Exchange Act of 1934, as amended).

Amended and Restated Engineering, Procurement and Construction Agreement X
between Duke Energy Carolinas, 1LC and Stone & Webster National Engineering

PC., dated as of February 20, 2008, (incorporated by reference to Exhibit 10.1

to Duke Energy Corporation's Quarterly Repart on Form 10-Q for the quarter

ended March 31, 2008 filed on May 9, 2008, File No. 1-32853). {Portions of the
exhibit have been omitted and filed separately with the Securities and Exchange
Commission pursuant to a request for confidential freatment pursuant to

Rule 24b-2 under the Securities Exchange Act of 1934, as amended).

Agreement and Plan of Merger between DEGS Wind |, LLC, DEGS Wind Vermant, X
Inc., Catamount Energy Corporation, dated as of June 25, 2008, (incorporated

by reference to Exhibit 10.2 ta Duke Energy Corporation’s Quarterly Report

on Form 10-Q for the quarter ended June 30, 2008 fited on August 11, 2008,

File No. 1-32853).
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Exhibit
Number

Duke

Energy
Carolinas

Duke

Energy
Progress

Duke
Energy

Progress
Energy

Duke

Energy
Florida

Duke
Energy
Ohia

Duke

Energy
Indiana

10.29

10.30

10.31**

*10.32*

10.33**

10.34

10.35

10.36%*

10.37~*

10.38*=

10.39**

10.40

Amended and Restated Engineering and Construction Agreement between Duke b
Energy Carolinas, LLG and Shaw North Carolina, Inc., dated as of December 21,

2009, {incorparated by reference to Exhibit 10.41 to Duke Energy Corporation's

Annual Report an Form 13-K for the year ended December 31, 2009 filed on

February 26, 2010, File No.1-32853).

Operating Agreement of Pioneer Transmission, L1C (incorporated by reference X
fo Exhibit 10.1 to Duke Energy Corporation’s Quarterly Report on Form 10-Q

for the quarter ended September 30, 2008 filed on November 7, 2008,

File Ko. 1-32853).

Amendment to Deferred Compensation Agreement between PSI Energy, Inc. X
and James E. Rogers, effective August 26, 2008, (incorporated by reference to

Exhibit 10.6 to Dike Energy Corporation's Current Report on Form 8-K filed on
September 2, 2008, File Mo. 1-32853).

Amended and Restated Duke Energy Corporation Directors’ Saving Plan, dated X
as of January 1, 2014.

Deferred Compensation Agreement between PSI Energy, Inc. and James E. X
Rogers, dated as of December 16, 1992.

Engineering, Frocurement and Construction Management Agreerment hetween X
Duke Energy Indiana, Inc. {farmerly PSI Energy, Inc.) and Bechtel Power

Corparation, dated as of December 15, 2008, (incorporated by reference to ltem

1.01 to registrant’s Current Report on Form 8-K filed on Becember 19, 2008,

File Nos. 1-32853 and 1-03543). (Portions of the exhibit have been omitted and

filed separately with the Securities and Exchange Commission pursvant to a

raquest for confidential treatment pursuant to Rule 24b-2 under the Securities
Exchange Act of 1934, as amended).

Amended and Restated Engineering and Construction Agreement between Duke X X
Energy Carolinas, LLC and Shaw North Carglina, Inc., dated as of March 8,

2010, (incorporated by reference to Exhitut 10.1 to registrant’s Quarterly Repert

on Form £0-Q for the quarter ended March 31, 2010 flad on May 7, 2010,

File Nos. 1-32853 and 1-04928).

Form of Performance Award Agreement of Duke Energy Corporation X
{incorporated by reference to Exhibit 10.1 to registrant’s Curent Repurt on
Form 8-K filed on February 22, 2011, File No. 1-32853).

Farm of Phantom Stack Award of Ouke Energy Corparation (incorporated by X
reference 1o Exhibit 10.2 1o registrant's Current Report on Form 8-K filed on
February 22, 2011, File No. 1-32853).

Form of Performance Award Agreement between Duke Energy Corporaticn X
and James E. Rogers (incorporated by reference to Exhibit 10.3 to registrant's
Cusrent Report on Form 8-K filed on February 22, 2011, File No. 1-32853).

Duke Energy Corporation Executive Severange Plan {incorporated by reference X
to Extubit 10.1 to registrant's Current Report on Form B-K filed on January 10,
2011, File No. 1-32853).

$6.000,000,000 Five-Year Credit Agreement between Duke Energy Corporation, X *
Duke Energy Carclinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana,
Inc., Duke Engrgy Kentucky, Inc., Carolina Power and Light Company d/b/a
Duke Energy Progress, Inc. aad Florida Power Corporation, d/b/a Duke

Energy Flotida, Inc., as Borrowers, the lenders listed therein, Wells Fargo
Bank, National Assotiation, 45 Administrative Agent, Bank of America, N.A.
and The Royal Bank of Scotland plc, as Co-Syndication Agents and Bank of
China, New York Branch, Barclays Bank PLC, Citibank, N.A_, Credit Suisse AG,
Cayman Istands Branch, Industrial and Commercial Bank of China Limited,
New York Branch, JPMorgan Chase Bank, NA. and UBS Securities LLC, as
Co-Documentation Agents, dated as of November 18, 2011, {incorporated by
teference to Exhibit 10.1 to registrant's Current Report on Form 8-K filed on
Navember 25, 2011, File Nos. 1-32853, 1-04928, 1-01232 and 1-03543).
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Exhibit
Number

Duke Duke
Duke Energy Progress Energy
Energy  Carolinas Energy  Progress

Duke

Energy
Florida

Dirke
Energy
Dhio

Duke

Energy
Indiana

10.41**

1042%

10.43**

10.44**

10.44.1>~

10.44.2*

10.45*=

10.45,1**

10.46

10.47

10.48**

10.49*=

10.50**

10 51%*

Form of Performance Award Agreement of Duke Energy Corparation under X
the Duke Energy Corporation 2010 Long-Term Incentive Plan (incorporated by
reference 1o Exhibit 10.] to registrant’s Current Report on Farm 8-K filed on

February 22, 2011, File No. 1-32853).

form of Phiantom Stock Award Agreement of Ouke Energy Corporation under X
the Duke Energy Corporation 2010 Long-Term Incentive Plan (incorporated by
reference ta Exhibit £0.2 to registrant's Current Report on Form 8-K filed on

February 22, 2011, File No. 1-32853).

Form of Performance Award Agreement between Duke Energy Corparation and X
James E. Rogers under the Duke Energy Corporation 2010 Long-Term Incentive

Plan {incorporated by reference to Exhibit 10.3 to registrant's Current Report on

Form 8-K filed on February 22, 2011, File No. 1-32853).

Employment Agreement between Duke Energy Corporation and James E. Rogers, X
dated as of February 1%, 2009, (incorporated by reference to Exhibit 10.1

to registrant's Current Report on Form 8-K filed on February 25, 2009,

File Ng. 1-32853).

Amendment, dated as of June 27, 2012, to the Employment Agreement, dated X
as of February 19, 2009, batween Duke Energy Corporation and James E. Rogers
{incorporated hy reference to Exhibit 10.1 to registrant’s Quarterly Report

on Farm 10-Q for the quarter ended June 30, 2012 filed on August 8, 2012,

File Ne. 1-32853).

Second Amendment, dated as of July 3, 2012, 10 the Employment Agreement, X
dated as of February 19, 2009, between Duke Energy Carparation and James E.

Rogers (incorparated by reference Exhibit 10.2 to registrant’s Quarterly Report

on Form 10-Q for the quarter ended June 30, 2012 filed on August 8, 2012,

File No. 1-32843),

Duke Energy Corporation 2010 Long-term Incentive Plan (incorporated by X
reference to Appendix A to registrant's Form DEF 14A filed on March 22, 2010,
File No. 1-32853).

Amendment to Duke Energy Corperation 2010 Long-Term Incentive Plan X
{incorporated by reference 1o Exhibit 10.3 to registrant's Quarterly Repart

on Form 10-Q for the quarter ended June 30, 2012 filed on August 8, 2012,

File No. 1-32853).

Settlement Agreement between Duke Energy Corparaticn, the North Carolina X
Utilities Commission Staff and the North Carolina Public Staff, dated as of

November 28, 2012, {incerporated by reference to Exhibit 10.1 to registrant's

Cument Report on Form 8-K filed on November 29, 2012, File No. 1-32853).

Settlement Agreement between Duke Energy Corporation and the North Carolina X
Attorney General, dated as of December 3, 2012, {incorporated by reference

Item 7.01 to registrant's Current Repart on Form 8-K filed on December 3,

2012, File No. 1-32853).

Retention Award Agreement between Duke Energy Carporation and Lloyd X
Yates, dated as of July 9, 2012, (incorporated by reference to Exhibit 10,56 to
registrant's Annual Report on Form 10-K for the year ended December 31, 2012

filed on March 1, 2013, File No. 1-328533),

Farm of Change-in-Contral Agreement {incorperated by reference to X
Exhibit 10.58 to Duke Energy Corporation’s Annual Repor? on Form 10-K for the
year ended December 31, 2012 filed on March 1, 2013, File No. 1-32853),

Consulting Agreement between Duke Energy Corporation and John R. McArthur, X
dated as of January 1, 2013, (incorposated by reference to Exhibit 10.63 to

registrant's Annual Report on Form 10-K for the year ended December 31, 2012

filed on March 1, 2013, File Mo. 1-32853).

Form of Performance Share Award (incorporated by reference to Exhibit 10.64 X
to Duke Energy Corporation’s Annuat Report on Form 10-K for the year ended
December 31, 2012 filed on March 1, 2013, File Na. 1-32853).
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Exhibit
Number

Duke
Ouke Energy
Energy  Carolinas

Progress
Energy

Duke
Energy
Progress

Duke

Energy
Florida

Duke
Energy
Ohio

Duke

Energy
Indiana

*10.52**

1083

10.54

10.55

10,56

10.57 +

10.58+

1059+

10.60+

10.61+

10.62+

10.63+

Amended and Restated Duke Energy Corporatior: Executive Cash Balance Plan, X
dated as of lanuary 1, 2014.

Purchase, Construction and Ownership Agreement, dated as of July 30,

1981, between Duke Energy Progress, Inc. (formerly Carolina Power & Light
Company) and Nerth Carolina Municipal Pawer Agency Nummber 3 and Exhibits,
together with resotution, dated as of December 16, 1981, changing name

to North Carglina Eastern Municipal Power Agency, amending lefter, dated

as of February 18, 1982, and amendment, dated as of February 24, 1982,
(incorporated by reference to Exhibit 10(a) fo registrant’s File No. 33-25560).

(perating and Fuel Agreement, dated as of July 30, 1981, between Duke Energy
Pragress, inc. {farmerty Carotina Power & Light Campany) and North Carolina
Municipal Power Agency Number 3 ang Extubits, together with resolution, dated
as of December 16, 1981, changing name t¢ North Carolina Eastern Municipal
Power Agency, amending letters, dated as of August 21, 1981 and December 15,
1981, and amendment, dated as of February 24, 1982, (incorporated by
reference to Exhibit 10(b} to registrant's File No. 33-25560).

Pawer Coordination Agreement, dated as of July 30, 1981, between Duke Energy
Progress, Inc. (formerly Carolina Power & Light Company) and North Carolina
Municipal Power Agency Number 3 and Exhibits, together with resolution, dated
as of December 16, 1981, changing name to North Carolina Eastem Murnicipal
Power Agency and amending letter, dated as of January 29, 1982, (incorporated
by reference to Exhibit 10(c) to registrant’s Fite No. 33-25560).

Amendment, dated as af December 16, 1982, ta Purchase, Construction

and Ownership Agreement, dated as of July 30, 1981, between Duke Energy
Progress, Inc. {formerty Carolina Power & Light Camgpany) and North Carolina
Eastern Municipal Pawer Agency (incorparated by reference to Exhibit 18d) to
registrant's File No. 33-25560).

Retirement Plan for Qutside Directors (incorporated by reference to Exhibit 100}
to registrant's File No. 33-25560).

Resolutions of Board of Directors amending the Ceferred Compensation Plan for
Key Management Employees of Duke Energy Progress, Inc. {formerly Carolina
Power & Light Company], dated as of July 9, 1397, (incorporated by reference o
Exhebit 10(b){11) to registrant's Annual Report on Form 13-K for the year ended
December 31, §997 filed on March 26, £998, File No. 1-03382).

2002 Progress Energy, Inc. Equity Incentive Plan, Amended and Restated,
effective January 1, 2007, (incorporated by reference to Exhibit 10(c)5 to
registrant's Annual Report on Form 10-K for the year ended December 31, 2006
fiied on March 1, Z007, File Nos. 1-15929, 1-03382 and 1-03274).

Amended and Restated Broad-Based Performance Share Sub-Plan, Exhibit B
to the 2002 Progress Energy, Inc. Equity Incentive Plan, effective January 1,
2007, {incorporated by reference to Exhibit 10c(6) to registrant's Annual Report
on Form 10-K for the year ended December 31, 2006 filed on March 1, 2007,
File Nos. 1-15929, 1-03382 and 1-03274).

Amended and Restated Executive and Key Manager Perfarmance Share Sub-
Plan, Exhibit A to the 2002 Progress Energy, Inc. Equity Incentive Plan, effective
January 1, 2007, (incorporated by reference to Exhibit 10(c)(7) to registrant's
Annual Report on Form 10-K for the year ended December 31, 2006 filed on
March 1, 2007, Fite Nos. 1-15929, 1-03382 and i-03274).

Progress Energy. Iac. 2007 Equity Incentive Plan {incorporated by reference
to Exhibit C to registrant’s Form DEF 14A filed on March 30, 2007,
File No. 1-15929).

Executive and Key Manager 2007 Performance Share Sub-Plan, Extibit A to
the 2007 Equity Incentive Plan, effective January 1, 2007, (incorporated by
reference to Extibit 10.1 to registrant’s Current Report on Form 8-K filed on
July 16, 2007, File Nos. 1- 15979, 1-03382 and 1-03274).
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Duke Energy
Energy  Carolinas

Progress
Energy

Duke

Energy
Progress

Duke

Energy
Florida

Duke
Energy
Ohio

Duke

Energy
Indiana

1064+

1085+

1066+

10.67+

1068+

10.69+

10.70+

1071+

1072+

1073+

1074+

1075+

Form of Progress Energy, Inc. Restricted Stock Agreement pursuant to the 2002
Progress Energy Inc. Equity incentive Plan, effective July 2002, (incorporated by
reference to Exhibit 10(c)(L8) to registrant’s Annual Report on Form 10-K for
the year ended Cecember 31, 2004 fited om March 16, 2005, fite Nas. 1-15529
and 1-03382).

Farm of Employment Agreement between (i) Progress Energy Senice Company,
LLG and Robert McGehee, John R. McArthur and Peter M. Scott ll); (i) PEC

and Lioyd M. Yates, Fredrick N. Day IV, Paula M. Sims, William D. Johnscn and
Clayton S. Hinnant: and {iii} PEF and Jeffrey A. Corbett and Jeffrey ), Lyash,
dated as of May 8, 2007, (incorparated by reference to Exhibit 10 to registrant's
Quarterly Report on Form 10-Q for the quarter ended March 31, 2007 filed on
May 3, 2007, File Nos. 1-15929, 1-03382 and 1-03274).

Ferm of Employment Agreament hetween Progress Energy Service Company, LLC
and Mark F. Muthern, dated September 18, 2607, (incorporated by reference to
Exhibit 10 to registrant’s Quarterty Repert on Form 10-0Q for the quarier ended
March 31, 2007 filsd on May 8, 2007, File No, 1-15929).

Form af Executive and Key Manager 2008 Performance Share Sub-Plan
(incarporated by reference to Exhibit 10(a) to registrant's Quarterly Report
on Form 10-G for the quarter ended March 31, 2008 filed on May 12, 2008,
File o, 1-15929, 1-03382 and 1-03274).

Progress Energy, Inc. 2009 Executive Incentive Pian, effective March 17, 2009,
(incarporated by reference to Exhibit D to registrant's Form DEF 14A filed ¢n
March 31, 2009, File No. 1-15929).

Form of Letter Agreement executed by certain officers of Progress Energy, Inc.,
waiving certain rights under Progress Energy, Inc.'s Management Change-in-
Control Plan and their employment agreements, dated as of January 8, 2011,
(incorporated by reference to Exhibit 10.1 to registrant’s Current Report on Form
8-K filed on January 8, 2011, File No. 1-15929).

Deferred Compensation Plan for Key Management Employees of Progress
Energy, Inc., Amended and Restated, effective July 3, 2011, {incorporated by
reference to Exhibit 10{a) to registrant's Quarterly Repest on Form 10-Q for
the quarter ended September 30, 2011 filed cn November 8. 2011, File Nos.
1-15979, 1-03382 and 1-03274).

Executve and Key Manager 2009 Performance Share Sub-Pian, Exhibit A to
2007 Equity Incentive Plan, Amended and Restated, effective July 12, 2011,
(incorporated by reference 1o Exhibit 10(b) o registrant's Quarterly Report on
Form 10-Q for the quarter ended September 30, 2011 filed on November 8,
2011, File Nos. 1-15929, 1-03382 and 1-03274.

Progress Energy, Inc. Management Change-in-Control Plan, Amended and
Restated, effective July 13, 2011, {incorporated by reference to Exhibit 10(d} to
registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30,
2011 fited on November 8, 2011, File Nos. 1-15929, 1-03382 and 1-03274).

Amended and Restated Supplemental Senicr Executive Retirement Plan

of Progress Energy, Inc., Amended and Restated, effective July 13, 2011,
{incorporated by reference to Exhibit 1{i) to registrant's Quarterly Report on
Form 10-Q for the quarter ended September 30, 2011 filed November 8, 2011,
File Nos. 1-15929, 1-03382 and 1-03274).

Farm of Progress Energy. Inc. Restricted Stock Unit Award Agreement
{Graded Vesting), effective September 15, 2011.

Form of Progress Energy, Inc. Restricted Stock Unit Award Agreement
(Cliff Vesting), effective September 15, 2011.
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Exhibit
Number

Duke

Duke Duke Duke
Energy Progress Energy Energy

Energy  Carolinas Energy  Progress Florida

Duke
Energy
Ohio

Duke
Energy
Indiana

10.76

10.77

10.78

10.79**

10.80**

*10.81**
*10.82*~

*121
*12.2
*123
*12.4

Precedent and Related Agreements between Duke Energy Florida, inc. (formerly
Flarida Power Carparatien d/b/a Progress Energy Florida, toc, (“PEF")), Southern
Natural Gas Campany, Florida Gas Transmission Company {“FGT"}, and BG LNG
Services, LLG (“BG™). including:

a) Precedent Agreement between Southern Natural Gas Company and PEF,
dated as of December 2, 2004;

b) Gas Sale and Purchase Contract between BG and PEF, dated as of

December 1, 2004;

¢) Interim Firm Transportation Service Agreement by and between FGT and PEF.
dated as of December 2, 2004,

d} Letter Agreement between FGT and PEF, dated as of December 2, 2004 and
Firm Transpertation Service Agreement between FGT and PEF 1o be entered into
upon satsfaction of certain conditions precedent;

¢} Discount Agreement between FGT and PEF, dated as of December 2, 2004;

1} Amendment o Gas Sale and Furchase Contract between BG and PEF, dated
as of January 28, 2005; and

g) Letter Agreement between FGT and PEF, dated as of January 31, 2005,
{incorporated by reference to Exhibit 141 to registrant’s Current Report on Form
8-K/A filed pn March 15, 2005, Fite Nos. 1-15929 and 1-03274). {Portions

of the exhibit have been omitted and filed separately with the Securities and
Exchange Commission pursuant to a request for confidential treatment pursuant
10 Rue 24b-2 under the Securities Exchange Act of 1934, as amended).

Engineenng, Procurement and Construction Agreement between Quke Energy
Florida, Inc. {formerly Florida Power Corporation d/b/a/ Progress Energy Flonda,
In¢.), s owner, and a consartium consisting of Westinghouse Electric Company
LLC and Stone & Webster, Inc., as contractor, for a twa-unit AP10C0 Nuclear
Power Plant, dated as of December 31, 2008, {incorporated by reference to
Exhshit 10.1 to registrant’s Current Report on Form 8- fited on March 2, 2009,
File Nos. 1-15929 and 1-03274). (Portians of the exhibit have been omitted and
filed separately with the Secunties and Exchange Commission pursuant to a
request for confidential treatment pursuant to Rule 24b-2 under the Sectirities
Exchange Act of 1934, as amended).

Amendment No. 1 and Consent between Duke Energy Corporation, Duke X
Energy Carohnas, LLC, Duke Energy Qhig, Inc., Duke Energy Indiana, Inc., Duke

Energy Kentuchy, Inc., Duke Energy Progress, Inc., Duke Energy Flosida, Inc.,

and Wells Fargo Bank, National Association, dated as of December 18, 2013,
{incorporated by reference to Exhibit 10.1 to registrant's Current Report on

Form 8-K filed on December 23, 2013, File Nos. 1-32853, 1-04928, 1-03382,
1-03274,1-01232 and 1-03543}.

Employment Agreement between Duke Energy Corporation andi Lynn ). Good, dated X
as of June 17, 2013, {incorporated by reference to Exhibit 10.1 to registrant’s
Current Report on Form 8-K filed on June 18, 2013, File No. 1-32853).

Duke Energy Corporation Executive Shart-Term Incentive Plan, effective X
February 25, 2013, {incorporated by reference to Exhibit 10.1 to registrant’s
Current Report on Form B- filed on May 7, 2013, File No. 1-32853).

Duke Energy Corporabon 2013 Director Compensation Program Summary. X

Amended and Restated Duke Energy Corporation Executive Savings Plan, daled X
asof Janyary 1, 2014

Computation of Ratio of Earnings to Fixed Charges - DUKE ENERGY CORPORATION X
Computation of Ratio of Earnings to Fixed Charges - DUKE ENERGY GAROLINAS, LLC
Computation of Ratio of Earnings to Fixed Charges - PROGRESS ENERGY, INC
Computation of Ratio of Earnings to Fixed Charges - DUKE ENERGY PROGRESS, INC

X S
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Exhibit Energy Energy  Energy
Rumber Energy Florida Ohio  Indiana
*125 Computation of Ratio of Earnings to Fixed Charges - DUKE ENERGY FLORIDA, INC X
*126 Computation of Ratio of Earnings to Fixed Charges - DUKE ENERGY OHID, INC. X
*12.7 Computation of Ratio of Eamings to Fixed Charges - DUKE ENERGY iNDIANA, INC. X
*71 List of Subsidiaries
*2311 Consent of Indepandent Registered Public Accounting Furm.
*23.1.2  Congent of Independent Registered Public Accounting Firm.
*2313  Consent of Indepandent Registered Public Accaunting Firm.
*23.1.4  Consent of Independent Registered Public Accounting Firm.
*2315  Consentof Independent Registered Public Accounting Firm. X
*231.6  Consent of independent Registered Public Accounting Firm. X
*23.1.7  Consent of Independent Registered Public Accounting Firm. X
*241 Power of attorney authorizing Lynn J. Good and others to sign the annual
report on behalf of the registrant and certain of its directors and officers.
*24.2 Certitied copy af resolution of the Beard of Directors af the registrant authorizing
pawer of attorney.
*31.1.1 Certification of the Chief Executive Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.
*31.12  Certification of the Chief Executive Officer Pursuant to Section 302 of
the Sarbanes-Oxtey Act of 2002.
*31.13  Certification of the Chief Executive Officer Pursuant to Section 302 of
the Sarbanes-Onxley Act of 2002.
*31.1.4  Cerification of the Chief Executive Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.
*31.15  Certification of the Chief Executive Cfficer Pursuant to Section 302 of X
the Sarbanes-Oxley Act of 2002.
*31.1.6  Cerification of the Chief Executive Officer Pursuant to Section 302 of X
the Sarbanes-Oxley Act of 2002.
*31.17  Certification of the Chief Executive Officer Pursuant to Section 302 of X
the Sarbanes-Oxley Act of 2002.
*31.2.1  Certification of the Chief Financial Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.
*31.2.2  Certification of the Chief Financial Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.
*31.23  Certification of the Chief Financial Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.
*3124  Certification af the Chief Financiat Otficer Pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002.
*31.25  Certification of the Chief Financial Officer Pursuant to Section 302 of X
the Sarbanes-Oxley Act f 2002.
*31.26  Certfication of the Chief Financiat Officer Pursuant to Section 302 of X
the Sarbanes-Oxtey Act of 2002.
*31.27  Certification of the Chief Financial Officer Pursuant to Section 302 cf X
the Sarbanes-Cxley Act of 2002.
*3211  Cerificaticn Pursuant to 18 U S.C. Section 1350, as Adepted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002
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Exhibit Duke Energy Progress Energy Energy  Energy  Energy
Number Energy  Carolinas Energy  Progress Florida Qhio  Indiana
*32.1.2  Certffication Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant ta X

Section 906 of the Sarbanes-Qxley Act of 2002,
*3213  Cenification Pursuant fo 18 U.5.C. Sectien 1350, as Adopted Pursuant to %

Section 306 of the Sarbanes-Oxley Act of 2002.
*32.14  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 906 of the Sarbanes-Oxley Act of 2002.
*3215  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 506 of the Sarbanes-Oxley Act of 2002,
*3216 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 906 of the Sarbanes-Oxley Act of 2002.
*321.7  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 506 of the Sarbanes-Oxley Act of 2002,
*3221  Certification Pursuant to 18 U.S.C. Section 1350, as Adepted Pursuant to X

Section 906 of the Sarbanes-Oxley Act of 2002
*3222  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 906 of the Sarbanes-Oxley Act of 2002,
*32.2.3  Certification Pursuant to 18 U.5.C. Section 1350, as Adopted Pursuant to X

Section 906 of the Sarbanes-Oxley Act of 2002,
*3224  Certification Pursuant to 18 L1.5.C. Section 1350, as Adopted Pursuant to X

Section 906 of the Sarbanes-Oxley Act of 2002.
*3225  Cedification Pursuant to 18 US.G. Section 1350, as Adopted Pursuant to |4

Section 906 of the Sarhanes-Oxley Act of 2002,
*32.26  Centification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to X

Section 906 of the Sarbanes-Oxley Act of 2002.
*3227  Cerification Pursuant to 18 U.8.C. Section 1350, as Adopted Pursuant fo X

Section $06 of the Sarbanes-Oxley Act of 2002.
*I0LINS  XBRL Instance Document X X X X X b4 X
*]101.SCH  XBRL Taxonomy Extension Schema Dacument X X X X X X
*101.CAL  XBRL Taxonomy Calculation Linkbase Document X X X X X X X
*101.LAB  XBRL Taxcnomy Label Linkbase Document X X X X X X X
*101.PRE  XBRL Taxonamy Presentation Linkbase Document X X X X S X
*101.0EF  XBRL Taxonomy Definition Linkbase Document X X X X X X X

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not filed as an exhibit does not
exceed 10 percent of the total assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon reguest of the Securities and Exchange
Cammission (SEC), to furnish copies of any or all of such instruments to it
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Annual Meeting

The 2014 Annual Meeting of Duke Energy Shareholders will be:
Date: Thursday, May 1, 2014

Time. 10am.

Place:  0.). Miller Auditorium
Energy Center
526 South Church Street
Charlotte, NC 23202

Sharehclder Services

Shareholders may ¢all 800.488.3853 or 704.382.3853
with questions about their stock accounts, legal transfer
requirements, address changes, replacement dividend checks,
replacement of lost certificates or other services. Additionally,
registered shareholders can view their account onfine through
DUK-Cnline, available at duke-energy.com. Send written
requests to:

Invester Relations

Duke Energy

PO. Box 1005

Charlotte, NC 28201-1005
For electronic correspondence, visit
duke-energy.com/investors/contactlR.

Stock Exchange Listing

Duke Energy's common stock is listed on the New York
Stock Exchange. The company's comman stock trading
symbol is DUK.

Website Addresses
Corporate home page: duke-gnergy.com
Investor Relations: duke-energy.com/investors

InvestorDirect Choice Plan

The InvestorDirect Choice Plan provides a simple and convenient
way to purchase common stock directly through the company,
without incurring brokerage fees. Purchases may be made
weekly. Bank drafts for monthly purchases, as wefl as a
safekeeping optien for depositing certificates into the plan,

are available.

The plan also provides for full reinvestment, direct deposit
or cash payment of a portion of the dividends. Additionally,
participants may register for DUK-Online, our online account
management service.

Financial Publications

Duke Energy’s Annual Report and related financial publications
can be found on our website at duke-energy.com/investors.
Printed copies are also available free of charge upon request.

Duplicate Mailings

1t your shares are registered in different accounts, you may receive
duplicate mailings of annual reports, proxy statements and other
shareholder information. Call Investor Relations for instructions on
eliminating duplications or combining your accounts.

Transfer Agent and Regstrar

Duke Energy maintains sharehotder records and acts as transfer
agent and registrar for the company’s common stock.

Dividend Payment

Duke Energy has paid quarterly cash dividends on its common
stock for 88 consecutive years. For the remainder of 2014,
dividends on common stock are expected o be paid, subject to
declaration by the Board of Directors, on June 16, September 16
and December 16.

Bond Trustee

If you have questions regarding your bond account,
call 800.254.2826, or write to:

The Bank of New York Mellon

Global Trust Services

101 Barclay Street - 21st Floor

New York, NY 10286

Send Us Feedback

Vie welcome your opinion on this annual report. Please visit
duke-energy.com/investors, where you can view and provide
feedback on both the print and onling versions of this report.
Or contact Investor Relations directly. Duke Energy is an equal
opportunity employer. This report is published solely to inform
sharehofders and is not to be considered an offer, orthe
solicitation of an offer, to buy or sell securities.

MiX
Pnp.:: from
responsible sourcal
EE FSC® C013960

Products with 2 Mixed sources label support the development of respansible forest management
woridwide. The wood comes from Forast Stewardship Council™ (FSC™) certified well-ménaged
forests and other responsile sources. Thug annual cepart (s punted an paper manutactured with
energy genargted from renewable sources.
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Jim Freeman, Wilmington, North Carolina
One of the thousands of line technicians dedicated to providing
essential service to our customers and communities.




We're always connected to what matters most:
the people and communities we serve every day.

DEAR STAKEHOLDERS:

l:imy leter to you last Marer, |wrote abous
Duke Energy’s deterrmination 1o earn the rust
of our customers, communities and nvestors
every day. Throughout the year, the men

and women of our company worked hard to
fulfill that aspiration. We acted decisively and

addressed cemplex issues head-on.

2014 was a year of opportunity, challenge and
accomplisihiment. We learned from adversity,

such as the Dan River coal ash spill in early

2014 We alzo advanced important sirategic
growth mitiatives and stimulated economic

evelgpment for our communities.
developmem for o nunities

We learned anew how deeply connected we
are to the customers we serve and to the
investors and neighbors who place their trust
in us. This year's annual report reflects our
commitment to these relationships with all the
people who depend on us to be there for them

day after day, and years from now.

2014 ANNUAL REPORT



OUR FINANCIAL HIGHLIGHTS®®

tn P bnr s Selegt et sEare g iy ad ratud 2014 2013 2012
Operating Results

Total operating revenues $23,925 §22.756 §17.512
Net income $1.883 12676 $1.782
Net income attributable to Duke Erergy Corporation $1.883 $2.665 $1.768
Ratio of Earnings to Fixed Charges 3.2 30 24

Common Stock Data
Shares of common stock putstanding

Year-end 707 70¢ 704
Weighted average - basic 107 700 574
Weighted average - diuted 707 706 575
Reported diluted earmings per share $2.66 1370 $3.07
Adjusted diluted earnings par share $4.55 $4.36 $433
Dividends per share $3.15 $3.09 $3.03

Balance Sheet Data

Total assets $120,709 SIATTG 11138
Long-term debt including capital leases and redeemable

preferred stock of subsidiares, less current matunibes $37,213 £38192 fp 888
Total Duke Energy Corporation sharehclders' equity $40,875 §41 330 PRI

Earnings Per Share Dividends Per Share Capital and Investment
Prdhast B pord Dl A sed Dt i dolhi Expenditures iy vty
' e T T
| 1 1 ST S I
L pd R . i
- ¢ | | | |
" Gl oo - ; A y 3 S s u
2012 2013 2014 2012 2013 2013 2014

*Sigmificant transactiens reflected mthe revuits aboee ncfude 0 2019 impairment of the Dispesal Growp (see Yote 2 to tie Consoldated Financial Staterments, A guisions
Disposibing and Sales of Other Assets ™5 (13 2004 ncremental tas experce reswting from the dacizion to repatnate all cumlat.€ histoncal Lodistitieted feregn earmings isee hote 22
ta the Corsolidated Financial Staterments, “Ingome Taxes '3 Jui 2004 reserve realed 1o the mvestizatinn of the Dan Rever coal Ash spll and ather horth Carsling ash hasin mana,pment
fsee Note 5 to the Convalrdaind Fuigncial Statements “Commitments and Contiry eigaes ), it the 2014 2013 and 2012 costs to acligve the merge with Progress Eneigy (see Nate 7
th thie Cansolidated Fingriaar Statempnts “Acguisihons Dispositions aid Sales of Ot e Assets™ (wi 2014 2013 and 2012 assel mmpanmants (see hotes 4 gad 11 fo the Cansalidated
Financal Statements Regusatury Watters” and 'Goodwall and Intangihle Assets respettively), and 2013 assol sales

On July 2 2612 wnmediale’y uac e e merget sath Pragress Energy Duke Enetpy execited @ one-tar Uee reverse stock splt 1t share ad eatnanys per shaie amounle aie peesented
as.if the one for-thips severse slock spit had been eftectve al the bepinniig of the earhest pened preseted

" DUKE ENERGY



Connected to results

We achieved our financial objectives in 2014,
continuing a long, successful record of performance
for investors. We delivered $4.55 in adjusted
difuted earnings per share, which was within our
guidance range. This was our fifth consecutive
year of meeting or exceeding guidance.

We continued to focus on mamtaning an efficient
cost structure. Since the Progress Energy merger in
mid-2012. we have realized about $550 milhon

in annual merger-related nonfuel aperating and
maintenance expense savings across the company.
Qur efficient, increasingly diverse power system and
the shill and dedication of cur employees have kept
our customer rates below naticnal averages.

In 2014, we increasec our guarterly dividend
payment by approximately 2 percent, the seventh
conseculive year of annual dividend growth. it was
the 88th year in a row that Duke Energy has paid
a quarterty cast dividend on our commion stock.
a record we expect 10 continue for shareholders,
who rety on a growing dindena,

We conmnue 1o deliver attractive retums to ow
shareholdars. In 2014 Duke Energy achieves s
iotal sharehiolder returs of 26,4 percert. shightly
belew the Philadelphia Utility Index (UTY) returm
ot 28.9 percent. CQur baiance sheet gnd credit
qualty remam strong, which keeps financing
costs low and helps maintain competitive energy
prices for customers.

Since 2009, we have consistently met our long-
term annual adjusted diluted sarnmgs-per-share
growth objective of 4 to 6 percent. From 2009
through 2014, cur actual average annual growth
rate was approximately 4.5 percent.

We have extended our 4 to 6 percent growth
objective through 2017, based on 2013 earnings.

TOTAL SHAREHOLDER RETURN

One yeat:
. Duke Energy Corparation
E_;k-._.........._,... : 3

o/
c ZGﬂ o
S&P 500 Index :

13.7%

Philadelphia Utility Index

28.9%

Three years:
Duke Energy Corporation

<0
13.1%
[ L) B m
Philadelphia Utility index

12.5%

O
e

S&P 900 Index

20.4%

Five years:

Duke Energy Corporation

=" 156"

S&P 500 Index Philadelphia Utility Index

15.4% 12.4%

bt praeds wnefen Deaernben 5107 14

Trus objective 1s supported by growth mvestment
projects of $14 billion to $16 bilhon from 2015
to 2017, as well as organic retarl and wholesale
load growth. Later in this letter, | wiil report on the
approximately $8 billion of growth projects and
investments we advanced in 2014,

As we move forward, we will contimue to closely
monitor variability in retail load growth trends, in
particular the residential class, as well as some of
the variables at Duke Energy International, such
as hydrology in Brazi!, foreign exchange rates and
crude ol prices.

2014 ANNUAL REPCRT



The connection
is personal:
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Gareommnunies
dunirg 2014

DUKE ENERGY

In August, we announced an agreement

to sell our Midwest commercial peneration
business to Dynegy tar $2.8 billion in
cash. This decision supports our strategy
to tocus investments in businesses with
nore predictabie and less volatile earnings.

As of this writing, we are awaiting the
Federal Energy Regulatory Commission's
final approval to self these assets,

and expect to close this transaction

by the end cf the second quarter of
2015, We remain committed to the
move than 2 million customers in our
regulated utthties in Indiana, Ohio

and Kentucky.

Duke Energy International represents
about 10 percent of our overall business
mix. From 2008 through 2014, its net
income contripution grew from $230
milhon to just around $430 million,
However. the strengthening U.S. dollar,
anextended drought i Brazil anc lower
oil prices have reduced the forecastec
earmings contnhuthons expected trom
thie husimess in 2015,

Duke Energy Itermztioral generatos
£300 ruihar to $400 mitiion mannrual
frec cash fiows, but it has been diticult
1o gam access ot In February 2015,
tolliowing a strategic review of this
business, we announced a tax-efficient
plan to bring $2.7 billion in foreign
earnings home to the U.S. by end of
2022. Of this amount, we expect to
repatnate $1.2 bithon to $1.4 billion

to the .S, in 2015. This cash will heip
us grow our domestic investments and
support the Duke Energy dividend.

Connected to the environment

Last year, | wrate ahout the February 2014
coal ash release into the Dan River, which
resulted from a stormwater pipe break

at the retired Dan River Steam Station in
Eden, North Carolina. We tock swift and
effective action to stop the teak. care for
the nver and retorm operations.

Since then, we have worked under the
direction of environmentat agencies to
remove ash deposits befow the Dan River
plant, and we continue o take direchion
from the U.S. Environmental Protection
Agency regarding any tuture ash removal
needs. Independent research has
dermonstrated that the Dan River ecosystem
(s thriving. Long-term monitoring continues.

In February 2015, Duke Energy reached

a proposed agreement with the U.S.
government that, If approved hy the colirt,
would close the federal grand jury mauairy
into the corpany refated to the Dan River
ash spil and ash basin operations at other
Narth Carolina coal plants. The agreement
identibes une rusdemeancr vidiatinne o
the Clean Water Act. It would requine
Duke Energy Carolinas and Duke Energy
Propress to pay a total of $68.2 cuthann
fines and restitution and $34 millon for
community service and mitigation. These
payments will be borne by shareholders,
not customers,

The spill at Dan River has put Duke Energy
in the forefront of designing industry-
leading solutions to this natienwide issue
of safely managing coal ash. We have
regrganized to strengthen coal ash
management and are accelerating our



We've learned from the Dan River incident and

are using it to set new standards and strengthen
operational performance throughout the company.

plans to close all our ash basins. Some of
the nation’s top experts I ash management,
engineering and the environment are helping,
to guide our strategy.

In 2014, Nortty Carolina enacted
comprehenstve legislation setling aggressive
deadlines for coal ash basin closure. As of
this wnting, we have filed excavation plans
tar the four high-prionty sites miareed fou
early chasure In North Carolina, and for one
site 11 South Carcling, We are also recyching
nearlv ha't of our coal ask produced today
ang are Eﬁiﬂ\(!t".ﬂg innoy ative new Options
far sately reusng even more of the matena.
for beneficiar purposes,

As T have said from the outset, Duke Cnergy
is accountable for what happened at

Dan River. We are applying what we've
learned to set new standards and
implement smart. sustainable sofutions
for all our ash basins. Going heyand that,
we are using this event o strengthen
operational performance throughout the
company. We are committed to operating
our facibties sately and responsibly, with
great care for our customers, communities
and the envirgnment,

Connected to continuous improvement

Ovarall, Duke Energy performed well on
operational metrics in 2014, underpimning
our ability to dehver reliable, affordabte
energy In a safe, increasingly clean way.

QOur 12 nuclear units, ali in the Carolinas.
set a compeany record for total electricity
production and achieved a combimed
capacity factar of 93 percent the 16th
consecutive vear above 90 percent o
this piant reliability measure.

Froduction from our tossil-nvars plaits,
incluging new. efficient natural gas-fired

urits. was cntical to riesting our custoriers’

demand for efectnioty m all our serace
areas. Since 2011, Duke Energy has
opened five new, cleaner-burning natural
gas-fired power plants in North Carolina,
replacing seven coa! plants. This helps us
meet new environmental standards and
produce power more efficiently.

We continue to meet and exceed the fuei
etficiencies and power generation-dispatch
goal promised 1 our July 2012 merger
with neighboring Progress Energy. At that

93% capacity
Our 11 reclea
Urs 58t g

Compat ¢ ecand
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OUR SENIOR LEADERSHIP TEAM

Staying
connected:

Qur systems
sucressiuly
v e
bentd beeriry

patar Lot frors

DUKE ENERGY

time, we expected to achieve $687 million
of guaranteed savings for our Carolinas
customers over the first five years.

Now, just two and 2 half years into the
merger, we have already reahzed more
than 6C percent of the savings.

Qur Edwardsport gasified-coal plant in
Indiana completed s first tull vear of
commercial operation w 2014, One of
the world's cleanest-hurming coal pltants,
s an example of how we're recucing
eimissions. Edwardspart's pedormance
nmprovec signchicarthy dunng the yesr
a5 W FEINeC MOre exXpeneace with this
complex techinology. We expect the plant
to be a valuahie resource for our Indiana
customors for decades to come,

Early last year, our power delvery
teams mobilized early and responded
swiftly to two major ice storms, | deeply
appreciate the essential work our utihity
crews perform around high-valtage
lines throughout the year, often at

might and in severe weather. This work
requires courage, skifl and a devotion
to our communities.

In January 2014, punishing arctic cold
fronts pushed customer demand for
power to historic levels in ocur indiana,
Ohio, Kentucky and Carolinas service
areas. Duke Energy Carolinas surpassed
an all-time record that had stood since
2007 In February 2015, another polfar
front shattered power demand records
at hoth our utilities 1in the Carolinas.

7 percent tigher at Duke Energy Progress.
Our personng! and diverse, integrated
power systems successtully met all of
tese chailenges

I3 terms of the tota inaident casze

rate o1 Duke Energy as a whoie,

2014 was our best safety vear every,

and OSHA-recordable injures improved
11 percent. Safety takes priority in
operational excellence, and we focus

on it daily. Despite that, three employees
and a contractor tragically lost their
lives in work-related accidents in 2014.
We will remember these teammates

as we incorporate the lessons leamed
from these accidents into new practices,
and place special focus cn the
highest-risk activities.



e e et pp————

Connected to sustainable growth

We advanced Duke Energy’s growth strategy
in 2014, announcing approximately

%8 billion of investments in electric and
natural gas infrastructure. solar energy and
natural gas-fired generation. These projects
support cur ability to provide customers
with affordable. reliable gnevgy from an
increasingly clean and diverse generation
portfolio. They will also support economig
development i our communiies.

Last Avpust we arnounced a %1.9 Lullio
elecine gnd moderization plan tor Indiana.
Tiins seven-year praject wilt upprade

the intrastructure and add advancec
technology 10 mprove service, creating

an estimated 5,000 Indiana jobs over

the period. "Self-neating” technology will
automeatically isolate power outages and
reroute power on the grnd to mimimize the
number of customers affected while we're
making repairs. New technology will enable
us to inform customers throughout the

year about how {0 manage energy use and
save money. We expect a state regulatory
decision on this modernization plan by
midyear 2015.

LU HTr mr—Eeaa '

In September. we announced our joint
venture with Domimion, Piedmont Natural
Gas and AGL Resources to build and own
the Atlantic Coast Pipeline. This
approxtmately $4.5 billion to $5 billion
project will deliver natural gas over a
5b0-mile pipeline from West Virginia
through Virginia and into eastern North
Carolina. It will add geographic diversity
to our natural gas suppiy and increasc
the reliabie delivery of natural pas to
support our Modernized genération flect,
The praject will also drnive econoric
devclopment and job creatior 1 easter
Mot Caroling, Duke Energy will ownr 40
percent of the pipeline, and oar Carclimas
utilitios will take contracted natural gas
from the pipeime,

Last July, Duke Energy announced a $1.2
billion agreement to purchase the N.C.
Eastern Municipal Power Agency's minonty
interest in four of our jointly owned

nuclear and coal plants in the state. This
transaction will provide significant benefits
1o both parbes. 1t will enable the power
agency's cities in eastern North Carclina
o reduce therr debt burden and electric
rates, while providing long-term cost

Connecting
resources:
Jortcurerstop
of a 550 mik
rotaral

Pl e
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Connected to
what's next:

DUKE ENERGY

savings and fuel diversity for Duke Energy
Progress custoimers. The Federal Energy
Regulatory Commission granted approval in
MNovember 2014, The parties are worlung
to secure the additional needed approvals
and legislation, with a target to close the
transaction in late 2015 or early 2016.

Also in 2014, we announced several
significant new investments in natural
gas-fueled power generation: almost

%2 billion for three Florida generation
projects and approximately $600 miltion
for a new combined-cycle power plant
in South Carglina.

Renewable energy has also hecome a
central part of Duke Energy’s growth
strategy. enabhng us 1o respond effectively
to the strong customer interest in clean-
tech options while increasing the diversity
of our energy system. We anticipaie
investing $2 bz to $3 bidhon n
ranewable encrgy m the nest five years.

This includes a $500 million expansion
of solar energy in our regulated utility
pusmess 10 North Caralayg, B oaiss
INCUTeEs New projects by odr commicisa
renewalies busmess, which in the past
gight years has nvested more than

$4 bithon in wind and solar facilities in
12 states. In February 2015, we bought
a majority stake in REC Solar. which
provides comprehiensive commetrciat solar
and energy solutions nationwide. This
transaction expands our abibly 1o help
business customers reduce energy costs
and achieve sustainabiity goals.

Last year, Duke Energy helped pave the
way for solar energy development in

Seuth Carclina. We were instrumental

in collaborative stakeholder efforts that
resutted in the state's comprehensive
Distributed Energy Resource Program

Act of 2014 and an agreement on a
nalanced path to determine energy credits
and incentives for customers who install
solar. In February 2015, Duke Energy
proposed specific mitiatives to spur rooftop
solar installations in the state as well as
community-scale and larger utility-scale
solar facilities.

Connected to customers
and communities

Approxnmately 23 million people across
six states rely on Duke Energy for electric
and natural gas service, We touch many
additicnal hives through our nonregulated
commercial businesses in the U.S. and
Latin Armenca. Our long-term success

as a business depends on how well we
serve customers needs and adapt o
el changmg expectations, Vs also very
peesonal. Cur emiplovess live and work
othese comyianpes, Conseguently we
neJe' tane the prnvilepe ano responshibty

of vur nussion for grarted.

We are tahing steps o improve our
customers' experience when they interact
with Duke Energy. For example, we are
identifying new and better ways to
communicate with our custemers about
power outages and restoration, as well as
making account setup and payment more
convenient. We're also digging deeper to
understand our customers’ different needs
and expectations for customized new
products and services.



Providing a menu of energy efficiency
Programs Is one way we are helping our
customers control therr energy costs while
also improving the environment. For
example. we have distributed nearly 61
million energy-etiicient light bulbs. Thus

is equivalent to the energy saved from
powering almost 192,000 homes and also
offsets the carbon output of about 352,000
cars. Since 2009, our tota energy ethciency
programs have savjed custorers riore than
$550 miton.

Econaruc grawth through dgeressive
recruitrient eforis, sie readiness progrars
and coilahoration with our state partners
strengthens the connechions with our
communities. In 2014, our economic
development teams helped attract about
$3.5 billion in capital investment to our
states and more than 11,000 jobs for the
people In our communities. For over a
decade, Site Selectton magazine has named
Duke Energy as one of the top 10 utilities
for economic deveiopment. Last vear, 20
percent of the new jobs added in the UU.S.
were In the six states our utilities serve.
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Corporate philanthropy and employee
giving have long been a hallmark of

this company’s commitment to the
communities we serve. In 2014, through
grants and matching donations, the Duke
tnergy Foundation caontributed more than
$£26 million to nonprofit organizations.

In September. we anaounced a $10 midlion
Water Resources Fund to improve waterways
acrass the Carchinas. Additionally. our
erployees and retrees contributed more

Connections

er:
than 11 ruhion to nonprotit eroamzations that matt

through chartalle pitts and volunteeriso
last year. Eriploves voluntegrs helped

communities do everythung from clean
Up parks to build houses. RASGE RN

For the ninth consecutive year in 2014,
Duke Energy was named to the Dow Jones
Sustainability Index for North America.

This index identifies the top performers

N each business sector based on economic,
environmental and social crntena, including
corporate governance, environmental poelicy,
climate strategy, human capital development
and fabor practices, among others.
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Connected to the future

In looking ahead, the Duke Energy leadership team
Is unified and focused on tour prionties that will
gdrive our company's success:

Develap and engage our employess,
and strengthen our leadership.

Excel in safety. operational performance
and envirenmental stewardship.

Improve the lives of our customers and
the vitality of our communities.

Grow and adapt the business. and
achieve our financizl objectives.

These tour priorities are ail portant and closety
mterconnected. Each starts with the talents and
dedicatron of the peorde of Duke Dnorge. Wete
challenging ourselves to strenpthen trust and create
new value 1 our 24 7 busmess. both now ana far
irto the futare. The response I',m seemg reveals the
deternination and grit to succeed.

In January 2015, | met with a group of young
engineers at our McGuire Nuclear Station. Therr
keen interest in our business strafegy and how

we are shaping the energy future was invigorating.
[n a later session with leaders from throughout
Florida, | was moved by the front-line employees

DUKE ENERGY

recognized as everyday heroes. They each stood
and spoke of their career. Each person ended with
a heartfelt, “| am Flonda's Duke Energy.” It was
another reminder of the connections we share in
our company,

Early this year, | convened the top 350 leaders from
across Duke Energy to discuss our priorities and
plans. The CEQ of an industnal customer spoke and
praised his company’s partnership with Duke Energy.
He cited our electric rates that heep his business
globally ccmpetitive. We listened even more intently
as he spoke of service interruptions that hurt his
bottom line. Our team tock notes, and then took
action. Throughout this meeting, there was straight
talk and strang conviction, Later, one leader
commented. “it was the most candid leadership
conference I've attended in my 25-plus years at

the company.”

In the same spint of our herces on the front

lnes of service, 1 speak tor &l ot us whose daily
actions define Duke Energy. I'm msprred by the
deterrunation of our 28.000 talented. canng men
and wormen. our tuchly capable semor leadership
tear and our seasoned Board of Directars who
offer wisdony and support. Topether, we are rioving
forwara 11 2015 witl optrnser ana grat feoe e

Eyes aper ti nshs, Chalenges ana ounirto et 2s,

st

Lynn J. Good

Vice Chairman, President and
Chief Executive Officer

March 6. 2015



DUKE ENERGY AT A GLANCE

REGULATED UTILITIES

Generation Diversity tpercent owned capacityy

38% Natural Gas/Fuel Oil
=000 coal

’-,l' 17% Nuclear

- 7% Hydro and Solar

Generated tnet output gigawatt-haurs (GW1)*

T, 42% coat
k'L 33% Nuclear
A4S 5 Natural Gas/Fuel Ol

1% Hydro and Solar

Customer Diversity (in bied GWn saies)®

34% Residential
31% General Services
:.1::1 Industrial
14% Wholesale/Other

Regulated Utilities consists of Duke Energy's regulated
generation, electnc and natural gas transmission and
distnbution systems. Regulated Utilities generation portfoiio 1s
a balanced mix of energy resgurces having different operating
charactenstics and fuel sources designed to provide energy at
the lpwest possible cost.

Electric Operations
m Owns approximately 49.600 megawatts (MW) of
generating capacity

m Service area covers about $5.000 square miles with
an estimated poputation of 23 million

w Service to approximately 7.3 million residential,
commercial and industrial customers

m 262,900 mifes of distribution hines and a
32 400-mle transmission system

Natura!l Gas Operations

& Regulated natural gas transmission and distribution services
1o approximately 500,000 customers n southwestern O
and northern Kentucky

As ol Degmber 212002
Forihe eean SURTNE| R S P

L T R R A L B e R T A T S T o P R A TR oy

Generation Diversity (sercent owned capacity}*

A‘E.‘h
"11 44% natwra Gas
i! 370/0 Cﬂal
¥
7 19% fenewabte
"

Duke Energy has entered into a purchase and sale agreement
with Dynegy under which Dynegy will buy Duke Energy's
nonregulated Midwest Commercial Generat:on Busingss. which
includes ownership interests in 11 power plants. and Duks Energy
Retail, the company’s competitive retail business in Ghig. The
transaction is eapected to close by the end of the second quarter
of 2015. Commergial Power owns, operates and manages power
plants and enpages in the wholesale marketing and procurement
of electric power. fue! and emussion allowances related to these
plants as well as other contractual positions.

m Owns and operates a balanced generation portfolio of
approximately 5.800 net MW of power generation {excluding
wind and solar generation assets)

m Duke Energy Renewables currently has maore than 1,800 MW
of wind and solar energy in operation {pie chart excludes
447 MW, which are from eguity mvestments). and has a
significant pipefine of development projects

INTERNATIONAL ENERGY
Generation Diversity ipercent owned capacity)!
.. 70% Hydro
kY
L2250 reloi
60/0 Natural Gas
2% Coal

International Energy operates and manages pewer generation
tacilities and engages i sales and marketing ot electric power
and natura! gas outside the U.S, International Energy’'s activities
target power generation in Latin America. International Energy
aiso has an equity nvestment in National Methanal Co., a Saudi
Arabian regicnal producer of MTBE, a gasoline additive.

m Qwns, operates or has substantial interests in appraximately
4 300 net MW of generation facilities

& Approxmately two-thirds of International Energy's
generating capacity 1s hydroelectric
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BOARD OF DIRECTORS

G. Alex Bernhardt Sr.

Chairman — Bernhardt Furmiture Company

Murubor, Nuciear Oversight Commuttee. Regulatory Polcy
and Operahons Commiltep

Duec iy of Duke Enetg, siace 134

Michael G. Browning

Chairman - Browning Censolidated LLC
Member Auchir Comttive, Corpuate Guvetinain e
Comapttes Finanee ang Bk Mandgemen! Commtlee
Drectnr g? Dure Enery, since 2000

Harris E. DeLaach Jr.

Executive Charrman  Sonoco Piogucts Company

Memier Cospiaegte Goverranie Commtiee
Wit tear Gueesight Cemmitlee
Directar of Duke Enedg, Simee 2010

Daniel R. (Dan} PiMicen

Chanman Ementus. Retred Presicent ang Chief
Executive Officer - Nucar Corporation

Member. Corporate Governance Commutiee

Nuclear Oversighr [ominnitee

Director of Duke Eqerg, sines 2007

John H. Forsgren
Retired Vice Chairman. Executive Vice President
ang Chief Financial Officer — Northeast Utidies

Member, Fingnre and Risk Mandgement Comuntiee.
Nuclear Oversight Commuttee
Dusector of Juke Enedgy sice 2009

Lyan ). Good
Vice Chairman President and Chief Executive
Otficer - Duke Energy Corporation

Director of Duke Energy smce 2013

DUKE ENERGY

Ann Maynard Gray

Retired Vice President, ABC Inc. and President.
Diversified Publishing Group of ABC. Inc
Chasrnan

Chait Coepmtate Guovernan & Comatiee

Mamber Cormpensatinon Comnutiee Niance 0e Rise
Manapeiment Cosninl iee

Director o Duhe Enesgy since 1997

James H. {Jim) Hance Ir.

Retires Vice Chairmean and Chief Financial
Otficer - Bank of Amenca Corpuration
s
Alesier Awdet Con

gt e died Ak Moty eroent Cer

e Canipenn s

Dicector o Duke Enerp, suipe 2005

John T Herron
Retned President. Chief Executive Otficer and Chuef
Nusiear Ofticer - Entergy Nuclear

Member, Nuclear Oversight Commutive Repulalory
Pohic, and Gprerations Conmiitee
Director of Dure Enerpy since 2013

James B. (Jim) Kyler Jr.

Managing Director  Morehead Captal
Management. LLC

Chair. Regutator, Pobey and Operations Comenitee
Meinber, Apoit Committee Fiiance dnd Rish
Management Committee

Director of Duke Energy since 2012

Willtam E. {Bill) Kennard
Non-Executive Chairman — Velocitas Partners. LLC

Member, Corporate Governance Commuttee, finance and
Resh Management Comimitiee Reguiatory Pohcy and
Operalions Commitiee

Durector of Duke Energy smee 2014

oy Tt
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E. Marie McKee
Retred Senior Vice Presicent - Corning Incorporated

Chaie Comipensation Commtiee

Memner Andit Commutiee Carpoeale Goverianee
Comrttee

Director of Duke Foee. wnce 2042

Richard A. {Dick) Meserve
President Ementus. Carnegue Institution for Science

Kb Nocfear Qhersipht Comanttee Fegulatan Foue,
and Opesations Lome

Diepzor of Bube Enerye,

£.James (lim) Remsch
Retireq Semgr Vice Prasudent and Partner
Grow.p and past Presicent - Bechtel Nuclear

Bechiel

Merober Dimance aoet Rk Management Commeie
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Duector ot Duwe Eners, e 2005

James T ({Jim) Rhodes
Retired Chairman, President and Chief Executive
Officer - Institute of Nuclear Power Operations
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Directar ot Duke Energy since 200

Carlos A. Satadrigas
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Chaw, Audit Comnnttee
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FORWARD-LOQKING INFORMATION

This document inckides forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934 Forward-tocking stalements are biased on
management's beliefs and assumptions. These forward-looking statements
are identified by terms and phrases such as “anticipate,” “believe,” “intend,"
“gstimate,” “expect,” “continue,” “should,” “could,” “may,” “plan,” “project,”
“predsct,” “will,” “potential,” “forecast,” “target,” “outlook,” “guidance,” and
similar expressions. Forward-looking statements involve risks and uncertainties
that may cause actual results to be materially different from the results
predicted. Factors that could cause actual results ta ditfer materialty from
those indicated in any forward-lpoking statement include, but are not imited
to: state, federal and foreign legisfative and regutatary initiatives, including
costs of compliance with existing and future environmental requirements or
climate change, as well as rulings that affect cost and investment recovery
or have an impact on ratg structures or market prices; the extent and timing
of the costs and liabilities relating to the Dan River ash basin release and
compliance with current and any future regulatory changes refated to the
management of coal ash; the ability to recover eligible costs, including those
associated with future significant weather events, and eam an adequate return
on investment through the regulatory process; the risk that the credit ratings
of the company ot its subsidiaries may be different from what the companies
expect; costs and effects of legal and administrative proceedings, seftlements,
investigations and claims; industrial, commercial and residential growth or
decfine in service territories or customer bases resulting from customer usage
patterns, inciuding energy efticiency efforts and use of aiternative energy
sources including se!f-generation ang distributed generation technologies:
additional competition in electric markets and continued industry consolidation;
political and regulatory uncertainty in ather countries in which Duke Energy
concucts business; the influence of weather and other natural phenomena on
operations, including the economic, operaticna! and cther effects of severe
storms, hurricanes, droughts and tornadoes; the ability to successiully operate
electric gecerating facitities and deliver electricity o customers; the impact
on facilities and business from a terrorist attack, cybersecurity threats, data
security breaches and other catastrophic events; the inherent risks associated
with the operation and potential construction of nuclear facilities, including
envirenmental, health, satety, regulatary and financial risks; the fiming and
extent of changes in commodity prices, interest rates and foreign currency
exchange rates and the ability 1o recover such costs through the regulatary
process, where appropnate, and ther impact on liquidity positions and the
valug of undertying assels; the results of financing efforts, including the ability
to obtain financing on favarable terms, which can be affected by various
factors, including credit ratings and general economic conditions; declines
in the market prices of equity and fixed income securities and resuttant cash
funding requirements for defined benefit peasion plans, ather post-retirement
benefit plans, and nuclear decommissioning trust funds; constructicn and
development risks associated with the completion of Duke Energy and its
subsidiaries” capital investment projects in existing and new generation
facifities, including risks related to financing, obtaining and complying with
terms of permits, meeting construction budgets and schedules, and satisfying
aperating and environmental perfarmance standards, as well as the abitity to
recover costs from customers in a timely manaer or at all; changes in rules for
regional transmission organizations, including changes in rate designs and new
and evolving capacity markets, and risks refated to obligations created by the

default of other participants; the ability ta contrel operation and maintenance
¢osts. the level of creditworthiness of counterparties to transactions; employee
workforce factors, ingluding the potential inability to attract and retain key
persannel; the ability of subsidiaries to pay dividends or distributions to Duke
Energy Corporation holding company (the Parent), the performance of projects
undertaken by our nonregulated businesses and the success of efforts to invest
in and develop new opportunities; the effect of accounting pronouncements
issued periodically by accounting standard-setting bodies; the impact of
potential goodw:ll impairments; the ability to reinvest prospective undistributed
earnings of foreign subsidiaries or repatriate such earnings on a tax-efficient
basis; and the ability to successfully complete future merger, acquisition or
divestiture plans.

Additional risks and uncertainties are identified and discussed in Duke
Energy’s and its subsidiaries’ reports filed with the SEC and available at
the SEC's website at www.sec.gov. In light of these risks, uncertainties and
assumptions, the events described in the forward-looking statements might not
occur or might occar 1o a different extent or at a different time than Duke Energy
has described. Duke Energy undertakes no obligation fo pubhcly update or revise
any forward-looking statements, whether as a result of new information, future
events or otherwise.

NON-GAAP MEASURES

Adjusted Earnings, Adjusted Diluted Earnings per Share {“EPS"}
and Adjusted Segment Income

Duke Energy’s 2014 Annuat Report references 2014 adjusted eamings of
$3.218 millicn and adjusted diluted EPS of $4.55.

Management evaluates financial performance in part based on the
nan-GAAP financial measures, adjusted earmings and adjusted diluted EPS.
These items are measured as income from coninuing operations net of income
{loss} attributable to noncontrolling interests, adjusted for the dollar and per
share impact of mark-to-market impacts of economic hedges in the Commercial
Power segment and special items including the operating results of the Dispasal
Group ¢lassified as discontinued operations for GAAP purposes. Special items
represent certain charges and credits, which management believes will not be
recurring on a regular basis, although it is reasonably possible such charges
ang credits could recur. As result of the agreement iy August 2014 1o sel) the
Dispasal Group to Dyregy, the operating results of the Disposal Group are
tlassified as discontinued operations, including a portion of the mark-to-market
adjustments associated with derivative contracts, Management believes that
including the operating resu'ts of the Disposal Group classitied as discontinued
operations better reflects its financia! performance and therefore has incfuded
these results in adjusted eamings and adjusted diluted EPS, Derivative
contracts are used in Ouke Energy’s hedging of a portion of the ecanomic value
of its generation assets in the Commercial Power segment. The mark-to-market
impact of derivative contracts is recognized in GAAP earnings immediately and,
if associated with the Disposal Group, classified as discontinued operations,
as such derivative contracts do not qualidy for hedge accounting or regutatory
treatment. The economic value of generation assets is subject to fluctuations
in fair value due to market price volatifity of input and output commodities
{e.g., coal, electricity, natural gas). Eccnomic hedging involves both purchases
and sales of those input and output commodities related to generation assets.
Dperations of the generation assets are accounted for under the accrual method.
Management believes excluding impacts of mark-to-market changes of the


http://www.secgov

defivative contracts from adjusted eamings until settlement better matches the
financial impacts of the derivative contract with the partion of economic value of
the underlying hedged asset. Management believes the presentation of adjusted
earnings and adjusted diluted EPS provides usefut information to investors, as it
provides them an additional relevant comparison of Duke Energy’s performance
across periods. Management uses these non-GAAP financial measures for
planning and forecasting and far reporting results to the Duke Energy Board of
Directors (Board of Directors, employzes, shareholders, analysts and investors
concerning Duke Energy’s finangial performance. Adjusted diluted EPS is also
used as a basis for employee incentive bonuses. The most directly comparable
GAAP measures for adjusted eamings and adjusted dituted EPS are Net [ncome
Attributable to Duke Energy Corporation and Diluted EPS Attributable to Duke
Energy Corparation common shareholders, which include the dollar and per
sharg impact of special ifems, mark-to-market impacts of economiz hedges in
the Commercial Power segment and discontinued operations.

Management evaluates segment performance based on segment income.
Segment income is defined as income from continuing operations net of income
(loss} attributable o noncontrolling interests. Segment income, as discussed
below, includes intercompany revenues and expenses that are eliminated in the

Consolidated Financial Statements. Management also uses adjusted segment
income as a measure of historical and anticipated future segment performance.
Adjusted segment income is a non-GAAP financial measure, as it is based
upon segment income adjusted for the mark-to-market impacts of ecanomic
hedges in the Commercial Power segment and special items, Management
believes the presentation of adjusted segment income as presented provides
useful information ta investors, as it provides them with an acditionat relevant
comparison of a segment’s performance across pericds. The most directly
comparatle GAAP measure for adjusted segment income is segment income,
which represents segment income from continuing operations, including any
special items and the mark-to-market impacts of economic hedges in the
Commercial Power segment.

Duke Erergy’s adjusted eamings, adjusted diluted EPS, and adjusted
segment income may net be comparable to similary titled measures of ancther
company because other entities may not calculate the measures n the same
manner.

The fatlowing is a reconciliation of segment income net income and dluted
EPS to adjusted segment income, adjusted income and adjusted diluted EPS for
2014, 2013 and 2012:

Year Ended December 31, 2014

Total Per
Regulated International Commertial Reportabla Eliminations/ Duke Dituted
{in millions, except per share amounts) Uilities Energy Pawer Segments Other Discontinued Energy Share
Adjusted segment income/Ad)usted eamings $2.897 $428 $109 $3434 $(216) $ —  f1a8 $ 455
International tex adjustment — (3713) —_ {313) — — (373) {0.53)
Costs to achreve Progress Energy merger — — — — im — {m {0.18}
Midwest generation aperations — — (114} (114) — 114 — —
Coal ash Plea Agreements reserve {102) — — (102) — — (162) (0.19)
Asset impairment — — (59) (53; — — {38} (0.08;
Asset sales — —_ — — 9 — ] 0.01
Economic, hedges {mark-to-market) — —_ {6) {6) — — (] 0.01}
Discontinued operations — — 15 15 — {892) {617) (0.96)
Segment income (loss)/Net Income Attributable
10 Guke Energy Corporation $2795 $ 55 $ (55) $2,195 $(334) $i578) 41883 $ 268
Year Ended December 31, 2013
Total Per
Regulated International Commarcial Reportable Eliminations/ Duke Diluted
@_ millions, except per share amounts) Urilities Energy Power Segments Other Discontinued Energy Share
Adiusted segment income/Adjusted earnings $2.776 $ 408 $ 15 $3.199 $(119) $ — $3.080 $ 436
Crystal River Unit 3 charges {215) — — (215 — — (215} 031
Costs to achieve Progress Energy merger — — — — (184} — (184) (0.26}
Midwest generation operations —_ — (88) (B8 14 74 — —
Nutlear development charges 57 — — (57 — — 57 008
Litigation reserve — — — — (14 — (14 002
Asset sales —_ — {15) (15) 65 — 50 0.07
Distontinved operations — — — — — 5 5 —
Segment income {loss)/Net income Attributable
10 Guke Energy Carporation $2.504 § 408 $ (88 $2824 $238) £ $2.665 $3r6




Year Ended December 31, 2012

Total Per
Regulated International Commercial Reportabls Eliminations/ Duke Diluted
{in millions, except per share amounts) Utilities Energy Power Segments Other Discontinued Enorgy Share
Adjusted segment income/Adjusted earnings 12086 $ 439 $ 93 $2.618 $0129) $ — $2,489 $433
Edwardsport impairment and other charges (402) — — 402) — — {402) {070
Costs to achieve Progress Energy merger — — — — {397) — 1397 {0.70)
Midwest generation operations — — {149) (149) 9 140 — —
kconamic hedges {mark-ta-macket} — — a3 3} — — &H wan
Democratic National Convention Host Committee support — — — — {6} — (6 00D
Empioyee severance and office consalidation 60 - — 60 — —_ 60 011
Discontinued eperations — — — — — 77 i 005
Segment income (loss)/Net Income Attributable
to Duke Energy Corporation $1744 $ 429 $ 59 $2124 $523) 167 $1.768 $307

Duke Energy's 2014 Annual Report also references Duke Energy's
forecasted adjusted diluted EPS outlook range of $4.55 - $4.75 per share.
The materials also reference the long-term targeted range of growth of 4 t0 6
percent in adjusted diluted EPS (o a compound annual growth rate (“CAGR"}
hasis). Due to the forward-ieoking nature of this non-GAAP financial measure
for future perieds, information to recancile it to the most directly comparatile
GAAP financial measure is not avatlable at this time, as management is unable
1o project all special items or mark-to-market adjustments for future pericds.
brrespective of discontinued operatiens accounting treatment, operating results
from the nonregulated Midwest generation business will be included in Duke
tnergy’s adjusted diluted £PS and adjusted segment income until the close of
the transaction.

Dividend Payout Ratio

Duke Energy's 2014 Annual Report includes a discussion of Duke Energy's
anticipated long-term dividend payout ratio of 65 to 70 percent based upon
adjusted diluted EPS. This payaut ratio is 2 non-GAAP financial measure as it
is based upon forecasted diluted EPS from continuing operations attributable
to Duke Energy Comporation shargholders, adjusted for the per-share impact
of special items and the mark-to-market impacts of economic hedges in
the Gommercial Power segment, as discussed above under Adjusted Difuted
EPS. The most directly comparable GAAP measure for adjusted diluted EPS is
reported diluted EPS from continving operations attributable to Duke Energy
Corporation commen shareholders, which includes the impact of special items
and the mark-to-market impacts of economic hedges in the Commercial Power
segment. Due to the farward-logking nature of this non-GAAP financial measure

for future penods, information to reconcile it to the most directly comparable
GAAP financial measure is not available at this time, as management 15 unable
to project special items or mark-to-market adjustments for future periods.

Total Available Liquidity

Duke Energy's 2014 Annual Report includes a discussion of Duke Energy’s
total available liquidity. The available liquidity balance presented is a non-GAAP
financiat measure as it represents cash and cash equivalents {excluding
certain amounts held in foreign jurisdictions and cash otherwise unavaiiable for
operations} and remaining availability under the master credit facility. The most
directly comparable GAAP finangial measure for available liquidity is cash and
cash equivalents. The following is a reconciliation of tota) available liquidity as
of December 31, 2014 and December 31, 2013, to the most directly comparable
GAAP measire:

As of December 31,

{in millions} 2014 2013
Cash and cash equivalents $ 2036 $ 1501
Short-term investments —_ 44
Less: Certain amounts held in foresgn junsdictions (442} (1139}
Less: Unavailable domestic cash {34} (24}

1,560 382
Plus- Remaining availabildy under master credit 3793 5,748
Total availabie liquidity $ 5,353 $5630
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This decument includes forward-looking statements within the meaning of Section 274 of
the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-
loghing statements are based on management's beliefs and assumptions, These forward-looking
statements are identified by terms and phrases such as “anticipate,” “beheve,” “intend,”
“gstimate,” "expect,” “continue,” *should,” “could,” “may.” “plan,” “project.” “predict,” “will,”
“potential.” “forecast,” “target,” “guidance.” “outlook,” and similar expressions, Forward-
looking stalements involve nsks and unceriainyes that may cause actuai resuts to be materiaity

different from the results peedicted. Factors that could cause actual results to differ materially
from those indicated n any forward-looking statement include, but are not limited o

» State, federal and foreign legisiative and regulatary initiatives, including costs of
compliance with existing and future environmental requirements or clmate change,
a5 well a3 Tuhngs that affect cost and investment recovery of have an winpatt on fate
structures or market prices,

« The extent and timing of the osts 2nd liabilities relating to the Dan River ash basin
release and compliance with current and any future regulatory changes related to the
management gf coal ash;

» The abily 10 recover ebigible tosts, inctudmg those associated with futore sigmficant
weather events, and garn an adequate retyrn on investment through the regulatory
process:

 The costs of decommissioning nuclear faciities could prove to be more extensive than
are currently identified and all costs may not be fully recoveratile through the regulatory
[ITUCESS:

« The risk that the ¢redit ratings of the company or its subsidianes may be different from
what the companies expect;

» Gosts and &ffects of legal and administrative proceedings, settlements. investigations
and clams;

* Industnial, Commertial and residential growtn or dechine in sernice territories or custome
hases resulting from customer usage patterns, including energy efficrency efforts and
use of alternative energy sources, including se'i-generation and distributed generation
technologes,

= Addihional competition in electric markets and continued industry consolidation,

= Potitical and reguiatory uncertainty in other counties in which Buke Energy conducts
business;

» The influence of weather and other natural phenomena on operations. including the
economic, operational and other effects of severe storms, hurricanes, droughts and
tornadoes;

= The ability 10 surcesshully operate electne generang Yacities and deliver electricity fo
customers;

« The impact on facilites and business from a terrorist attack, cybersecarity threats. datd
security breaches. and other catastrophic events,

* The inherent risks associated with the cperation and pofential construction of nuclear
tatilines, including environmental, health. satety. reguiatory and financial risks,

= The timing and extent of changes in commodity pnces, mterest 1ates and foreign
currency exchange rates and the abilty to recover such costs through the regulatory
process, where appropriate, and thewr impact on liquidity positions and the valug of
underlying assets,

* The results of financing efforts, including the abmity 1o obitain hinanging on Yavorable
terms, which can be affected by various factors, including credit ratings and general
ecanamic tonditigns;

* Declines in the market prices of equity and fixed income securities and resultant cash
funding requirements for defined benefit pension plans, other post-retirement benefit
pians, and nuclear decommissiomng trust funds;

* Construction and development risks associated with the completion of Duke
Energy Registrants’ caprtal iavestment projects in ewsting and new generation
facilities, including risks related to financing, obtaining and complying with terms of
permits, meeting construction budgets and schedules, and satisfying operating and
environmenta perfarmance standards, as well as the ability fo recover costs from
customers in a timely manner or at all,

* Changes in tules far regional transmyssinn organizatns, including changes o rate
designs and new and evolving capacity markets. and risks related to obligations created
by the default ot other participants,

+ The ability to control operation and maintenance Costs;

* The fevel of creditwarthiness of counterparties to transactions;

* Employee workfarce factors, including the patential mabihty to attract and retain key
personnel;

* The ability of subsidiaries to pay dividends or drstributions to Duke Energy Corporation
holding company (the Parent);

* The perfermance of projects undertaken by our nonregulated businesses and the
tuchess of efforts to invest in and develon new opportunities.

* The effect of accounting pronouncements issued perigdically by accounting standard-
setting bodies;

* The impact of potential goodwill impairments;

 The ability to reinvest prospective undistnbuted earnings of foreign subsiciaries of
cepatriate such eamings on a tax-efficient hasis, end

* The ability to successfully complete future merger, acquisition or divestiture plans
Inlight of these risks, uncertainties and assumptions, the events described in the

forward-Yooking statements might ot occur o might acour to 3 different extent or at a different
time: $han descnbed. Forward -locking statements speai only as of the date they are made: the
Duke Energy Registrants undertake no obligation to publicly update or revise any forward-locking
statements, whether as a result of new information, future events or otherwise that ocour after
that date.



Glossary of Terms

The following terms ar acronyms used in this Form 10-K are defined below:

Term or Acronym Definition Torm or Acronym Definition
the2010Plan . ............... DukeEnergy's 2010 Long-Term Incentive Plan ~ CWA ................... ... Clean Water Act
the 2012 Edwardsport settlement .. Settlement agreement in 2032 amang DB ..o Defined Benefit (Pension Plan)

Duke Energy Indiana, the OUCC, the Duke
Energy Indiana Industrial Group and Nucor
Steel-Indiana

the 2012 Settlement .. ......... Settlement agreement in 2012 among Duke
Energy Flonda. the CPC and other customer
advocates

the 2013 Settiement .. ..... ... Setilement agreement in 2013 among Duke
Energy Flarida, the OPC and gther customer
advocates

AP Atlantic Coast Pipeline

AFUDC. ... Allowance for Funds Used During
Construction

Aguaytia ... ...l Aguaytia Integrated Energy Project

MHFS. ... Assats held for sale

A Administrative Law Judge

ANEEL...................... Brazilian electncity regulatory agency

AOCH. . ..o Accumulated Other Comprehensive Income

ASU....... B Accounting standard update

Board of Directors . . . Duke Energy Board of Directors

BISon. ... Bison nsurance Company Limited

Brunswick .. ... Brunswick Nuclear Station

CAAL .. . Clean Air Act

CAIR ... ... Clean Arr Interstate Rule

Catping ...t Calpine Corporation

Catawba ... ................ Catawba Nuclear Station

Catawba Riverkeeper. ... ... ... Catawba Riverkeeper Foundaton, inc.

COR. ..o Coal Combustion Residuats

CCS. Carbon Capture and Storage

CECPCN. ... o Certificate of Environmental Compatibility and
Public Convenience and Necessity

CEG. ..o Chief Executive Officer

Cimergy ... Cinergy Corp {collectively with its subsiciaries)

L Carton Digride

CoalAshAct ................. North Carolina Coal Ash Management Act of

2014
. Coal Ash Mznagement Commission

COL..oveee Comixned Construction and Operating
License
the Company................. Duke Energy Corporation and its' subsidiaries

Corrected Verified Consolidated Shareholder
Derivative Complaint

Consolidated Complaint. . ... .

CPP Clean Power Plan

CRC. ... .. Cinergy Receivables Company, LLC
CRES. ... Competitive Retail Electric Supplier
Crescent ...l Crescent Resources LLC

Crystal Rver Unit3............ Crysial River Uinit 3 Nuclaar Station
CSAPR........... . oln. Cross-State Air Pollution Rule

UU.S. Court of Appez's for the District of
Columbia

Duke Energy Business Serviges, LLC

Duke Energy Commercial Asset Management.
Inc.

. Duke Energy Corporate Services

Duke Erergy Audit Committee . ..

Duke Energy Carolinas. .

Duke Energy Defendants ... ...

Duke Energy Florida. . . .
Duke Energy Indiana . ..
Ouke Energy Kentucky . .
Duke Energy Ohio. . .. ..
Duke Energy Progress ..

[uke Energy Registrants

Duke Energy Retall. . . ..
Cuke Energy Vermillion .
DukeNet. ............

Cuke Energy Florida Recevables Company, LLC
Duke Energy Generation Services, Inc.

Duke Energy Internationa! Geragao
Paranapenema SA.

Deloitte & Touche LLP and the member
firms of Deloitte Touche Tohmatsu and their
respective affiliates

Departrment of Environment and Naturai
Resources

Duke Energy Progress Receivables Company, LLC
Duke Energy Recenables Finance Company, LLC

Duke Energy Ohio's nonregulated Midwest
generation business and Ouke Enargy Retail
Sales, LLC

UU.S. Department of Engrgy
Dominion Resources
Demand Side Management

Duke Energy Corporation (collectively with its
subsidiaries)

Audit Committee of the Board of Directors
Juke Energy Carotinas, LLC

Several current and former Duke Energy
officers and directors named as defendants
in the Consalidated Complaint

Duke Energy Florida, Inc.
Duke Energy Indiana, Inc.
Cuke Energy Kentucky, Inc.
Ouke Energy Ghio, Inc.
Duke Energy Progress, Inc.

Duke Energy, Duke Energy Carolinas, Progress
Energy, Duke Energy Progress, Duke Energy
Florida, Duke Energy Ohio, and Duke Energy
Indiana

Duke Energy Retail Sales, LLC

Duke Energy Vermilticn I}, LLC

DukeNet Communications Hoidings, LG
Dynegy Inc.

Energy efficiency

Electric Generating Units

Progress Energy's Equity Incentive Pian

Seftfement agreement in 2013 among Duke
Energy Ohio and all intervening parties



Term or Acronym Definition Term or Acronym Definition

G Effluent Limitation Guidelines I0A loint Dispetch Agreement
EMC.......... North Carolina Environmental Management Joint Intervenors ... ... Interveriors in matters related to the Edward-
Commission spert IGCC Plan, including the Citizens Action
Coalition of Indiana, Inc., Sierra Club, Inc., Save
EEA ..... e lés Enw_mnn;ental Prnte:tmr; Pégency A the Valley, nc., and Valley Watch, Inc.
Covi agﬁ;gﬁ:gmg rocurement and Lonstrction KPSC. oo Hentucky Public Service Commission
EPS. . vt . Eamings Per Share W KM”“
BSP . Blectriz Secucity Plan RWh Kidowatt-hour
TR Effectiva tax rate Lee Nuclear Station. .. ......... William States Lea il Nuclear Statign
Exchange Act ] Exchange Act of 1934 [ Duke Energy Florida's proposed nuclear plant in
oss rancial A Stancards 8 Levy County, Florida
................... o ‘
ASE..... imangial ALCounting Standards i a.rd Legacy Duke Energy Directors ... Members of the pre-merger Duke Energy Board
FERC.. .. Federal Energy Regulatory Commission of Directors
Fitch ... oo Fitch Ratings. Inc. LBOR ... e, Londen Interbank Offered Rate
Flonda Global Case .. .......... Litigation case filed in the Circuit Court for Long-Term FERC Mitigation . .. ... The revised market power mitigation plan
Broward County, Flonda by U.S. Global, LLC refated to the Progress Energy merger
Florida Municipal Jaint Owners ... Seminole Electric Cooperative, Inc., City of MATS. ... Mercury and Air Toxics Standards (previcusly
{cala, Oriando Utiities Commission, City of refered o as the Utility MACT Rule)
Gainesville, City of Leesburg, Kissimmee Utility Nef 1 4 cabi
Authority, Utfiies Commissian of the City of Bl housand cubic feet
New Smyrna Beach, City of Alachua and City of McGuire.. .. ................ McGuire Nuclear Station
BUSh”e”_ MGP .. Manufzctured gas plant
Farm$-3...o Reg'_Strat'O” statemeni 7 MSO ..o Midcontinent Independent System Operator, Ing.
FPSC....... ~... Florida Pubhc Servn:g Commission MMBLY o Million British Thermal Uit
FRR..... O Fixed Resource Reqy\remen! Moody's ... Moody's investor Service, Inc
FIR ... Financral transmission rights . MIBE Methyl tertiary butyl ether
GAAP . ..o Sﬁintgrdag{;t\sgemed Accounting Pringiples m the MTEP.. ... ........... NSO Transmssion Exoansion Planning
Gas Settfement ... ........... Settlement agreement in 2013 among Duke WA Meganatt
Energy Ohio, PLUCO Staff and intervening parties  MYPL._.............o Multi Value Projects
GBRA....................... Generation Base Rate Admstment recovery MWh.............. G Megawatt-hour
mechznism NASDAQ. ... oo Nasdaq Composite
GHE. ... Greenhouse Gas NCAG. . ... North Carolina Attorney General
Global ... TR US. Glabal. LLC MCEMC ... North Casglina Blectsic Membershup Corporation
GPC...oovi Georgia Power Company NCEMPA . ....... ... T North Casolina Eastern Municipa! Power Agency
G . e Gigawatt-hours NCRC....................... Flonda's Nuclear Cost Recovery Clause
Harris ...................... Shearon Hams Nuclear Station NCSC. North Carolina Supreme Court
HBY998 .......... . .......... North Carolina House Bill 998 NCUC . North Caralina Utlites Commission
Hines................ ceeee Hines Energy Complex NCWARN ... .......... N.C. Waste Awareness and Reduction Netwark
WP State Environmental Agercy of Parana NOTF...... T Nuclear decommissioning trust funds
BAMA. ..................... Brazil Institute of Enviropment and Renewable NEIL Nuclear Electric Insurance Limited
Natural Resources NV National Methanal C.
e e PP 10N,
bener . ... Ibercamericana de Energia thener, SA. NOL N:t ) erat; ;’ano ompany
BNR ... Ingurrad but aot yet reported oo it P dg 058
........................ n o
G Internal combustion NPI:IS NJ r::; Drl he normal sal
IGCC ... Integrated Gasification Combined Cygle T Orma’ pufchese/norma sa e, )
) - A NRC. ... LS. Nuclear Regulatory Commission
Interim FERC Mitigation. ........ Interim firm gower sale agreements mitigation ’
plans related 1o the Progress Energy merger NSR..... New Source Review
WP .. Integrated Resource Plans NWPA ..o Nuclear Waste Policy Act of 1582
RS e Internal Revenug Service NYSE..oo New York Stock Exchange
ISFSI. Independent Spent Fuel Storage Installation Domee ... KRRy Oconez Nutlear Station
180 .0 (ndependent System Operator Ohio EPA ..o Otio Environmental Protection Agency
MC.. . Investment Tax Credit OPC....oo Figrida Office of Punlic Counsal
WRE . indiana Utility Reguiatory Commissron CPEB. ... Gther Post-Retirement Benefit Ghligations
Investment Trusts . ............ Grantor trusts of Duke Energy Progress, Duke ORS...........c.......... South Carolina Oftice of Regulatory Staff

Energy Florida and Duke Energy Indiana



Tarm or Acronym Definition Term or Acronym Delinition

Osprey Plant acquisition ... ... .. Dube Energy Florida’s proposed acquisition of SEC .. Southern Enviconmental Law Ceater
Catpine Corporation’s 599 MW combined cycle g . :
. ) egment Income .. ............ Income from continuing operations net of
natural gas plant in Auburndale, Florida income attributable to noncontrolling interests
OUCC. ... D#.rce of Utility Ce.)nsumer Cqunselar SO, Sulfur dioxide
O¥EC....................... OhigValley Electric quporat\Oﬂ SOA. Saciely of actuaries
the Parent ... ... ......... Duke Energy Corpora;ion Holding Company SpectraEnergy . ... ... Spectra Energy Corp.
PESC....ooovo Progress Energy Service Company SpectraCapital ............... Spectra Energy Capital, LLC (formerly Duke
PIM. . PIM Intercornection, LLC Capital LLC)
Plea Agreements . ... ... _...... Plea Agreements entered into by Duke Energy &P e Standard & Poor's Rating Services
Carolinas and Duke Energy Progress in connec-
tion with a criminal investigation related to the 580 e Standard Servce Offe
Dan River ash basim release and the manage- State Utility Commissions .. ... .. NCUC, PSCSC, FPSC, PUCO, IURC and KPSC
ment of £oal ash basing in North Carolina (Collectively)
Progress Energy. ... ... Progress Energy, Inc. Subsidiary Registrants. . ........ Duke Energy Carolinas, Progress Energy, Duke
Energy Progress, Duke Energy Florida, Duke
PSA. ... Purclhase sale agreement | Energy Ohio and Duke Energy Indiana
PSCSC. . Public Sewx‘ce C(smmlssmn of _Su.uth Cargling Supreme Court . 0o . US. Supreme Count
Public Staff ........... ...... Norh Carqlma unnm; C_ummlsmlon Puhe Staft g LV Sutton combined cycle facility
PUCD. o SR Pubhic Utibtes Commission of Ghio Suwannee project .. ... ...... Proposed 320 MW combustion turbing plant
PURPA........... ... ....... Public Utihty Regulatory Act of 1978 at Duke Energy Florida’s Suwannge generating
OF e Qualifying Facility facinty
QUIPS ... .. Quarterly Income Preferred Securities TR Totlal shareholder retur
RCA........... e Revolving Crecit Agreement s AREERRRRRRAEEE United States
: UshOy. oo United States Department of Justice
RCRA. .. ............. e Resource Conservation and Re;overy Act Environmentai Crimes Section and the United
Relative TSR ............... .. TSR of Duke Energy stock relative & a pre- States Attorneys for the Eastern District of
defined peer group North Caralina, the Midgle District of North
the Resolutions .. ............. Proposed resolutions promulgated by the Carolina and the Western Distuct of North
Branlian electricity regulatory agency Carchna, collectively
Robinson .. ........ ... Robinson Nuclear Station VDEQ. ... Virginia Department of Envirenmental Quality
RIO........................ Regonal Transmission Qrgamization VEBAL . ?Uk‘g Energy Corporation Employes Benefits
. ‘ s
SARSTOR. ... A method of decommissioning m whith a ) . ) .
auclear facility /s placed and mantained in a Vermilhon ................... Vermillin Generating Station
cendition that allows the facility to be safely VIE .. Variable Interest Entity
stored and subsequently decontaminated to VSF Vi 5 P
levels that permit release for unrestricted use YD e e 0 gntaw Bverance Flan
SCDMED. . ..ot South Carohina Department of Health and WACC ... Weighted Average Cost of Capital
Enwironmental Contrel WVPA Wabash Valley Power Assocfation, Inc.

SEC.. ~, Securdies and Exchange Commussign
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ITEM 1. BUSINESS
DUKE ENERGY

General

Duke Energy Corporation {collectively with tts subsidiaries, Duke Energy)
is an energy company headquarfered tn Charlofte, North Carolina, subject to
regulation by the Federal Energy Regulatory Commission {FERC). Duke Energy
cperates in the United States (11.5.) and Latin America primarily through
its direct and indirect subsidiaries. Duke Energy’s subsidiaries mclude its
subsidiary registrants {collectively referred to as the Subsidiary Registranis);
Duke Energy Carolinas, LLC (Duke Energy Carolinas); Progress Energy, Inc.
{Progress Energy); Duke Energy Progress, Inc. (Duke Energy Progress); Duke
Energy Florida, Inc. (Duke Energy Flarida); Duke Energy Ohio, Inc. {Duke Energy
Uhio); and Duke Energy Indiana, Inc. (Duke Energy Indiana). When discussing
Duke Energy’s consolidated financial information, it necessarily includes
the results of its Subsidiary Registrants, which along with Duke Energy, are
collectively referred to as the Duke Energy Registrants.

On August 21, 2014, Duke Energy entered into an agreement to selt its
nonreguiated Midwest generation business (Disposal Group) to Dynegy Inc.
{Dynegy) for approximately $2.8 billion in cash subject to adjustments at closing
for thanges in working capita? and capital expenditures. The Disposal Group
primarily includes Duke Energy Ohio's coal-fired and gas-fired generation
assets Jocated in the Midwest region of the United States and dispatched into
the PIM wholesale market, These assets earn energy and capacity revenue al
market price. The Disposal Group also includes a retail sales subsidiary of Duke
Energy, Duke Energy Reta Sales, LLC (Duke Energy Retail), which is certified
as a Competitive Retail Electric Supplier (CRES) provider in Ohic. Duke Energy
Retail serves retail electric and gas custorners in Chio with energy and provides
cther energy services at competitive rates. Completion of the transaction is
conditioned on approval by FERC. The transaction is expected to close by the
end of the second quarter of 2015. For additional information on the Midwest
generation business dispasition see Note 2 to the Consolidated Financial
Statements, "Acquisitions, Dispositions and Sales of Other Assets.”

The Duke Energy Registrants electromically file repests with the Securities
and Exchange Commission {SEC), including annual reports on Fomm 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-, proxies and
amendments to such reports.

The public may read and copy any materials the Duke Energy Registrants
file with the SEC at the SEC's Public Reference Room at 100 F Street, NE,

Washington, DC 20549, The public may obtain information on the operation of
the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC
also maintains an Intemet site that contains reports, proxy and infarmation
statements, and other information regarding issuers that file electronically with
the SEC at hitp-/fwww.sec.gov. Additionally, information about the Duke Energy
Registrants, including reports filed with the SEC, is available through Duke
Energy’s website at http://www duke-energy.com. Such reports are accessible
at no charge and are made available as soon as reasonably practicable after
such material is filed with or furnished to the SEC.

Business Segments

Duke Energy conducts s operations in three busimess segmenis;
Regulated Utilities, nternational Energy and Commercial Power. The remainder
of Duke Energy s operations are presented as Other. Duke Energy’s chief
operating decision maker regutarly reviews financial information about each of
these business segments in deciding how ta allocate resources and evaluate
performance. For additioral information on each of these busiress segments,
incluting financial and geographic information, see Note 3 to the Consolidated
Financial Statements, “Business Segments.”

The following sectians describe the business and operations of each of
Duke Energy’s reportatle business segments, as well as Other,

REGULATED UTILITIES

Regulated Utilities conducts operations primarily through Duke Energy
Carolinas, Duke Energy Progress, Duke Energy Florida, Duke Energy Indiana and
Duke Erergy Ohio. These electric and gas operations are subject to the rules
and regulations of the FERC, the Narth Carolina Utilities Commission {NCUC),
the Public Service Commission of South Carolina (PSCSC), the Florida Public
Service Commission (FPSC), the Indiana Utifity Regulatary Commissian {(URC),
the Public Utilities Commission of Ohio (PUCO), and the Kentucky Public Service
Commission {KPSC).

Regulated Utilities serves 7.3 million retail electric customers in six
states in the Scutheast and Migwest regions of the U.S. Its service area
covers appraximately 95,000 square miles with an estimated population
of 23 million people. Regulated Utilities serves 500,000 retail natural gas
customers in southwestern Ohio and northern Kentucky. Electricity is also sold
wholesale to incorporated municipalities, electric cooperative utilities and
other load-serving entities.

The folfawing table represents the distribution of billed sales by customer class for the year ended December 31, 2014.

Duke Duke Duke Duka Duke

Energy Energy Enargy Energy Energy

Carglinas™ _ Progress™ Florida® Ohio™  Indiana'®

Residential 3% 8% 49% 6% 28%
General senvice 32% 4% IR 3% 25%
Industrial 5% 18% 8% 1% 32%
Total retail sales 9% £3% %% 9% 8%
Wholesale and other sales 1% 3% 4% 1% 15%
Tatal sales 100% 100% 100% 100% 100%

(@
beverage and auto manufactunng

Pumary general service sectors include heaith care, education, financial senaces. nformation technology and military buddings Prmary industrial sectors melude textiles. chemicals, rubber and plashes, pager. food and

{5)  Primary general serice seclars include tourism, health care and government facilies and schools Pimary industual seclors include phosphate rock miming and processing ang crtrus and oiher food processing
{t}  Pamary genesa) serve sectors moiude heatth tare pdutalon, 126t estate and 1eta ieaving, fmantizh and myurance servces. waler/wastewater services, and wholesale irade seraces Primary indusinal sectors inciude

aerospace. gimary metals, chemicals and food
{d

stone/claw/glass, and chemicals

Primary general service sectors include retail, financial, health care and education services Pumary industnal sectors ichude pimary and Fabricated metals, transportation equipment, building materials. food and beverage
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The number of residential, general service and industrial customers
within the Regulated Utilities service territory is expected 1o increase over time.
However, growth in the near term has been hampered by current economic
conditions. Average usage per residential customer is expected to remain flat or
decline for the foreseeable future. While total industrial and general service sales
increased in 2014 when compared to 2013, the growth rate was modest when
compared 1o historical periods.

Seasonality and the Impact of Weather

Regulated Utilities’ costs and revenues are influenced by seasonal
patterns. Peak sales of electricity occur during the summer and winter months,
resutting in higher revenue and cash flows in these periods. By contrast, lower
sales of eleciricity occur during the spring and fail, allewing for scheduled plant
maintenance. Peak gas sales occur during the winter months. Residential and
general service customers are most impacted by weathes, 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.

The estimated impact of weather on earnings is based on the number
of customers, temperature variances from a normal candition 2nd customers’
historic usage levels and patterns. The methodology used to estimate the impact
of weather does not and cannot consider all variables that may impact customer
response to weather conditions such as humidity and relative temperature
changes. The precision of this estimate may also be impacted by applying long-
term weather trends to shorter-term periods.

Degree-day data are used to estimate energy required to maintain
comfortable indoor temperatures based on each day's average temperature.
Heating-degree days measure the variation in weather based on the extent
the average daily temperature falls below a base temperature. Cocling-degree
days measure the variation in weather based on the extent the average daily
temperature rises above the base temperature. Each degree of temperature
hetow the base temperature counts as one heating-degree day and each degree
of temperature above the base temperature counts as one cooling-degree day.

Competition

Retail

Regulated Uitilities” businesses operate as the sole supptier of electricity
within their service teeritories, with the exception of Ohig, which has a
campetitive electricity supply market for generation service. Regulated Utilities
owns and operates facilites necessary to transmit and distribute electricity and,
except in Chio, to generate electricity. Services are priced by state commission
approved rates designed to include the costs of providing these services and
a reasonable return on invested capital. This regulatery policy is intended to
provide safe and reliable electricity at fair prices. Compefition in the regulated
electric distribution business is primarily from on-site generation of industrial
customers and distributed generation, such as rooftop sofar, at residential,
general service and/or industrial customer sites.

Regulated Utilties is not aware of any proposed legislation in any
jurisdiction that would give its retail customers the right to choose their
electricify provider or atherwise restructure or deregulate the electric industry.

Although there is no pending legislation at this time, if the retail
jurisdictions served by Regulated Ufilities become subject to deregulation, the
recovery ¢f stranded costs could become a significant consideration. Stranded
costs primarily include the generation assets of Reguiated Utivties whese value

in a competitive marketplace may be less than their current book value, as well
as above-market purchased power commitmants from qualifying facilities (QFs).
The Public Utility Regulatory Policies Act of 1978 (PURPA) established a new
class of generating facilities as QFs, typically small power production facilities
that generate power within a utility company’s service territory for which the
utility cempanies are legally obligated to purchase the energy at an avoided cost
rate. Thus far, all states that have passed restructuring legislation have provided
for the opportunity to recover a substantial portion of stranded costs.

Regulated Utilities’ fargest stranded cost exposure is primaily related to
Ouke Energy Florida's purchased power commitments with QFs, under which it
has future minimum expected capacity payments through 2025 of $2.2 billion.
Duke Energy Florida was obligated to enter into these contracts under provisions
of PURPA. Duke Energy Florida continues to seek ways to address the impact
of escalating payments under these contracts. However, the FPSC allows
full recavery of the retail portion of the cost of power purchased from QFs.
Far additional information related to thess purchased power commitments,
see Nete 5 to the Consolidated Financial Statements, “Commitments and
Contingencies.”

In Chio, Regulated Utilities conducts competitive auctions for electricity
supply. The cost of energy purchased through these auctions is recovered
from retail customers. Regulated Utilities eams retail margin in Ohio on the
transmissicn and distribution of electricity only and not on the cost of the
underiying energy.

Wholesale

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

Increased competition in the wholesale electric utility industry and
the availability of transmissicn access could affect Regulated Utilities’ load
forecasts, plans for power supply and wholesale energy sales and related
revenues. Wholesale energy sales will be impacted by the extent to which
additional generation is avatlable to selt to the wholesale market and the ability
of Regufated Utilities to attract new customers and to retain existing customers.

Energy Capacity and Resources

Regulated Utilities owns approximately 50,000 megawatts (MW) of
generation capacity. For additional information on Regulated Utilites’ generation
facilities, see Item 2, “Properties.”

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

Reguiated Utilities™ generation portfclio is a balanced mix of energy
resources having different operating characteristics and fuel sources designed
to provide energy at the fowest possible cost to meet its abligation to serve retail
customers. Al aptions, including owned generation rescurces and purchased
power oppartunities, are continually evaluated on a real-time basis fo select and
dispatch the fowest-cost resources available to meet system load requirements.
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Recently Completed Generation Projects

The additional capacity from recently completed generation projects allowed Regulated Utihties to retire or plan to tetire older, less efficient capacity. The foltowing
table summarizes the generation projects constructed and placed in service during the past three years.

Commercial Cost

Megawatts Foel Operation {in miliigns}

Duke Energy Carolinas Ciffside Unit 6 844 Coal 2012 $ 2100
Duke Energy Carolinas Dan River Combined Cycle 837 Natural Gas 2012 67%
Duke Energy Progress H.F. Lee Combined Cycle 916 Natural Gas 012 125
Duke Energy Progress L ¥ Sutton Combined Cycle 622 Natural Gas 013 575
Duke Energy indiana Edwardsport 1GEC 595 Coal 2013 3.550
Total 3614 § 1625

Potential Plant Retirements

The Subsidiary Registrants periodicaily file Integrated Resource Plang
{IRP) with state regulatory commissions, The 1RPs provide a view of forecasted
energy needs over a long term {10 to 20 years} and options being considered
fo meet those needs. Recent IRPs filed by the Subsidiary Registrants included
planning assumptions to potentially refire certain coal-fired generating
facinties eartier than their current estimated useful tives. These facilities do
not have the requisite emission control equipment, primarily to meet United

Sources of Electricity

States Environmental Protection Agency (EPA) regulations recently approved

or proposed. These facilities total approximately 1,704 MW af three sites.

Duke Energy continues to evafuate the potential need to retire these coal-fired
generating facilties earier than the current estimated usefut lives, and plans

to seek regulatory recovery for amounts that woufd no be otherwise recovered
when any of these assets are retired. For additicnal information related to
potential plant retirements see Note 4 to the Consolidated Financial Statements,
“Regulatory Matters.”

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

costs for the three years ended December 31, 2014

Cost of Delivered Fuel per Net

Generation by Source™ _ Kilowatt-hour Generated {Cents)*

2014 2013 2012 2014 2013 2012
Coal® 36.5% 357% 391% 354 367 355
Nuclear® 28.4% 28.7% 30.8% 0.65 066 114
Gas and pil™ 8% 21.3% 140% 410 418 403
All fuels {cost-based on weighted average)™ 85.1% 85.7% 839% 286 219 255
Hydroelectnc and solar™ 0.9% 15% 08%
Total generation 86.6% 87.2% 847%
Purchased power and net interchange'® _ 134% 128% 15.3%
Tota! sources of energy 100.0% 100.0% 100 0%

{a)
(b
{c)
(0

Statistics include Duke Energy Progress and Quke Energy Fronga beginamg July 2, 2012

Stanshics related to al fuels rethect Reguiated Utiities' ownership interest i oty owned genetatisn tatiings
Generating frgures arg net of autpul required to replenisit pumped storage fatiities during off-peak penads
Purchased power ncluges renewable energy purchases

(e} Includes the effect of the Joint Dispatch Agrement UDA) and Mitigation sales Mitigahon sales are exctuded fom the Regalated Utilities segment

Caal

Regulated Utilities meets its coal demand through a partfolie of leng-term
purchase contracts and short-term spot market purchase agreements, Large
amounts of coal are purchased under fong-term contracts with miring operators
who mine both underground and at the surface. Regulated Utilities uses spot-
market purchases to meet coal requirements not met by long-term contracts.
Expiraticn dates for its lang-term contracts, which have varigus price adjustrment
pravisions and market re-cpeners, range from 2015 to 2016 for Duke Energy
Carolinas, 2015 to 2018 for Duke Energy Progress, 2015 to 2016 for Duke Energy
Flarida, and 2015 to 2025 for Duke Energy Indiana. Regulated Utilities expects
to renew these contracts or enter info similar contracts with other suppliers as
existing contracts expire, though prices will fluctuate over time as coal markets
change. Goal purchased for the Carolinas is primarily produced from mings in
Central Appalachia, Northern Appalachia and the lllirois Basin. Coal purchased

for Florida is primarily produced from mines in Central Appalachia and the
Ningis Basin. Coal purchased for indiana is primarily produced in indiana and
INlinois, Regulated Utilities has an adequate supply of coal under contract to
fuel its projected 2015 operations and a significant porticn of supply to fuel its
prejected 2016 operations. Current coal inventory levels for Regulated Utifities
are at adequate fevels and are expected to remain at adequate levels for the
remainder of 2015, Changing natural gas prices continue to influence the leve! of
coal generation.

The current average sulfur content of coal purchased by Regulated Utilities
is between 1.5 percent and 2 percent for Duke Energy Carolinas, between
1.5 percent and 2 percent for Duke Energy Progress, between 1 percent and
2.5 pecceat for Duke Energy Florida, and between 2 percent and 3 peccent for
Duke Energy Indiana. Regulated Utilities’ environmental controls, in combination
with the use of sulfur diaride (S0.} emission allowances, enable Regulated
Lititties 1o satisfy current S0, emission limitations for its existing facilities.
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Nuclear

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

Regulated Utilities has contracted for uranium materials and services
to fuel its nuclear reactors. Uranium concentrates, conversion services and
enrichment services are primarily met through a diversified portfolio of long-term
supply contracts. The contracts are diversified by supplier, country of origin
and pricing. Regulated Utilties staggers its contracting so that its portfolio of
long-term contracts covers the majority of its fuet requirements in the near term
and decreasing portions of its fuel requirements over time thereafter. Near-term
requirements not met by long-term supply contracts have been and are expected
to be fulfiled with spot market purchases. Due to the technical complexties
of changing suppliers of fuel fabrication services, Regutated Utilities generally
sources these services to a single domestic supplier on a plant-by-plant basis
using multiyear contracts.

Regulated Utilities has entered into fuel cantracts that cover 100 percent
of ifs uranium concentrates, conversion services, and enrichment services
requirements through at least 2015 and cover fabrication services requirements
for these plants through at least 2018. For future requirements not already
covered under long-term contracts, Regulated Utilities believes it will be able to
renew contracts as they expire, or enter into similar contractual arrangements
with other suppliers of nuclear fuel materials and services.

Gas and Oit

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

Purchased Power

Regulated Utilities purchased approximately 14.3 million megawatt-
hours (MWh), 11.7 million Mwh and 19.8 million Mh of its system energy
fequirements during 2014, 2013 and 2012, respectively, under purchase
obligations and leases and had 4,500 and 3,800 MW of firm purchased capacity
under contract duting 2014 and 2013, respectively. These amounts include MWh
for Duke Energy Progress and Duke Energy Florida for all periods presented.
These agreements include amounts contracted with certain OFs. Regulated
Utilities may need to acquire additional purchased power capacity in the future
to accommodate a partion of its system load needs. Regulated Utilities befieves
it can obtain adequate purchased power to meet these needs. However, during
periods of fiigh demand, the price and availability of purchased pawer may be
significantly affected.

Gas for Retail Distribution

Regulated Utilities is responsible for the purchase and the subseguent
delivery of natural gas to retail customers in its Ohio and Kentucky service
territories. Regulated Utitities' natural gas procurement strategy is to buy firm
ratural gas supplies and firm interstate pipeling transportation capacity during
the winter season and during the non-heating season through a combination of

firm supply and transpartation capacity along with spot supply and interruptible
transportation capacity. This strategy allows Regulated Utilities to assure
reliable natural gas suppiy for its non-curtaitable customers during peak winter
conditions and provides Regulated Utilities the flexibility to reduce its contract
commitments if firm customers choose alternate gas. In 2014, firm supply
purchase commitment agreements provided approximately 97 percent of the
natural gas supply.

Inventory

Generation of electricity is capital intensive. Regulated Utilities must
mantain an adequate stock of fuel and materiats and supplies in crder tp
ensure continuous operaticn of generating facllities and reliable defivery to
customers. As of Dacember 31, 2014, the inventory balance for Regulated
Utilities was $3,348 million. For additional information on inventory see Note 1
to the Consolidated Financial Statements, “Summary of Significant Accounting
Palicies.”

North Carolina Ash Basin Management

On February 2, 2014, a break in a stormwater pipe beneath an ash basin
at Buke Energy Carolinas’ retired Dan River steam station caused a release of
ash basin water and ash into the Dan River, On February 8, 2014, a permanent
plug was installed in the stomwater pipe, stapping the release of materials
into the river. Duke Energy Carolinas estimates 30,000 to 39.000 fons of ash
and 24 milton to 27 million gallons of basin water were released into the river
during the incident. Duke Energy Carolinas incurved approximately $24 million of
repairs and remediation expense refated to this incident during the year ended
December 31, 2014. Duke Energy Carolinas will not seek recovery of these costs
from customers. In July 2014, Duke Energy completed remediation work identified
by the EPA and continues to cooperate with the EPA's civil enforcement process.

As a result of separate Memoranda of Plea Agreement (Plea Agreements)
entered into by Duke Energy Carclinas and Duke Energy Progress in connection
with a criminal investigation related to the Dan River ash basin release and the
management of coal ash basins at the 14 plants in North Carolina with coal ash
basins, Duke Energy Carclinas and Duke Energy Progress recognized expense for
the year encded December 31, 2014 of $72 million and $30 million, respectively.
The Plea Agreements are subject to the approval of the U.S. District Court for
the Eastern District of North Carolina and, if approved, will end the grand jury
investigation retated to the Dan River ash basin release and the management of
coa! ash basins at the 14 plants in North Carolina with coal ash basins,

The Plea Agreements do not cover pending civil claims related to the Dan
River coal ash release and operations at other North Cardlina tacilities with ash
basins. Duke Energy Corporation will centinue to defend against remaining civil
actions associated with these matters, Other costs related to the Dan Rivey
release including state or federal civil enforcement proceedings, future regulatory
directives, natural resources damages, pending litigation, future claims or
litigation, and long-term environmental impact costs cannot be reasonably
estimated at this time.

For additional information on the North Carolina Ash Basin Grand Jury
[nvestigation and Plea Agreements, see Note 5 to the Consolidated Financial
Statements, “Commitments and Contingencies.”

Nuclear Matters

Regulated Utilities owns, wholly or partially, 12 nuclear reactors located at
seven stations. Nuclear instrance includes: nuclear tiability coverage; property,
decontamination and premature decommissicning coverage; and replacement
power expense coverage. Joint owners reimburse Regulzted Utilities for certain
expenses associated with nuclear insurance in accordance with joint awner
agreements. The Price-Anderson Act requires plant owners to pravice for public
nucigar liability claims resulting from nuclear incidents to the maximum fotal
financial protection liability, which currently is $13.6 billion. Far additional
information on nuclear insurance see Nate 5 Yo the Consolidated Financial
Statements, “Commitments and Centingencies.”
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Regulated Utilities has a significant futore financial commitment to dispose of spent nuclear fuel and decommission and decontaminate each plant safely. The
NCUC, PSCSC and FPSC require Regulated Utilities to update their cost estimates for decommissioning their nuclear plants every five years.
The following {able summarizes the fair value of nuclear decommissiening trust fund (NDTF) balances and cost study results for Duke Energy Carolinas, Duke

Energy Progress and Duke Energy Florida.

NOTF
Decommissioning Year of Cost
(in millions} December 31, 2014 December 31, 2013 Costs™® Study
Duke Energy Carahinas L) 3z § 2840 $ 3420 2013
Duke Energy Progress 1701 1,539 3.062 2014
Duke Energy Flonda 803 153 1983 2013

{a} Repeesents cost per the most recent site- specific nuclear decommissionng cast studies, including costs to decommission plant oamponents not subject 1o radioactive contamination Amounts are in dollars of the year of cast study
) includes e Subsithary Registrants’ ownership 1Merest i oty pwnet teactovs Gther joint pwners 218 Tesponsible Sol Secommssiomig (0S1S elated 10 Yhen WIBTESY 1 e 1Bat1oTs

The NCUC, PSCSC and FPST have allowed Regulated Uhiities” o recover
estimated decommissioning costs through retall rates over the expected
remaining sesvice periogds of their nuclear stations. Regulated Utilities believes
the decommissioning costs being recovered through rates, when coupled with
the existing fund balance and expected fund eamings, will be suffient to
pravide for the cost of future decommissioning. For additional information see
Nate 9 {o the Consalidated Financial Statements, “Asset Reticement Obligations.”

The Nucfear Waste Palicy Act of 1982 {as amended) (NWPA) provides
the framewark for development by the tederal government of interim starage
and permanent disposal facilities for high-level radioactive waste materials.

The NWPA promotes increased usage of interim storage of spent nuclear fuel at
existing nuclear plants. Regulated Utilities wil) continue to maximize the use of
spent fuel storage capability within its own facilities for as long as feasible.

Under federal law, the U.S. Department of Energy (DOE) is responsible for
the selection and construction of a facility for the permanent disposal of spent
nuclear fuel and high-level radipactive waste. Defays have occurred in the DOE's
proposed permanent repositery to be located at Yucca Mauntain, Nevada.

Until the DOE begirs to accept the spent nuclear fuel, Duke Energy
Carolinas, Duke Energy Progress and Duke Energy Florida will continue to safely
manage their spent nuclear fuel. With certain modifications and additional

approvals by the Nuclear Regutatory Commission (NRC), including the expansion
of ori-site dry cask storage facilities, spent ruclear fuel storage facilities will be
sufficient o provide storage space for spent fuel through the expiration of the
operating licenses, including any ficense renewals, for all sites except Shearon
Harris Muclear Station (Harris) and Crystal River Unit 3 Nuclear Station (Crystat
River Unit 3). Under current regufatory guidelines, Haris has sufficient storage
capacity in its spent fuel pools theough the expiration of its renewed operating
license. Crystal River Unit 3 was retired in 2013, with plans to pface the facility
in SAFSTOR prior to final decommissicning, An independent spent fuel storage
installation will b installed to accommodate storage of all spent nuclear fuel
until the DOE accepts the spent muclear fuel.

The nuclear power industry faces uncertainties with respect to the cost
and fang-term availability of disposal sites for spent nuclear fuel and other
radioactive waste, compliance with changing regulatory requirements, capital
outlays for modifications and new plant construction, the technological and
financiaf aspects of decommissioning plants at the end of their licensed lives,
and requirements relating to nuclear insurance. Nuclear units are pericdicaily
removed from service to accommodate nermal refueling and maintenance
outages, repairs, uprates and certain other modifications.

Regulated Utilities is subject to the jurisdiction of the NRC for the design, construction and aperation of its nuclear generating facilities. Nuclear eperating
licenses are potentially subject fo exension. The foliowing table includes the current expiration of nuclear operating licenses.

Unit Year of Expiration
Duke Enesgy Caralinas

Catawba Unit 1 2043
Catawba Unit 2 2043
McGuire Unit 1 2041
McCuire Unit 2 2043
COconee Unit 1 2033
Dcones Unit 2 2033
Oconee Unit 3 2034
Duke Energy Progress

Brunswick Unit § 2036
Brunswick Unit 2 2034
Harris 2046
Robinsen 2030
Duke Energy Florida

Crystal Rives Unit 3 (a}

{a) Duke Energy Flonda has requested the NRC o tesminate the Crystal Rwer Unit 3 operating license as Crystal River Uni 3 permanently ceased aperation in February 2013 For additional infermation on decommuissioding

actity and transibon to SAFSTOR. see Note 4 ~Regulatory Matters ™

The NRG issues arders with regard to security at nuclear plants in
response to new or emerging threats. The most recent orders include additional
restrictions on nuclear plant access. increased security measures at nuclear
facilities and closer coordination with intelligence, military, law enforcement

and emergency response functions at the federal, state and local fevels. As the
NRC, ather governmental entities and the industry continue to consider security
issues, tt is possible that more extensive security ptans could be required.
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Regulation

State

The NCUC, PSC3E, FPSE, PUCO, IURC and KPSC {collectively, the state
utility commissions) approve rates for retad electric and gas service within
their respective states, The state utilty commissions, to varying degrees, have
authority over the construction and operation of Regulated Utilities generating
facilities. Certificates of Public Convenience and Necessity issued by the state
utility commissions, as applicable, authorize Regulated Utiiities to construct
and operate its efectric facilities, and to sel electricity to retail and wholesale
customers. Prior approval from the relevant state utility commission is required
for Regulated Utilities to issue securities. The underlying concept of utility
ratemazking is to set rates at a level that allows the utility to collect revenues
equal to its cost of providing service plus eam a reasonable rate of return on its
invested capital, including aguity.

Each of the state utiity commissions allow recovery of certain costs
through various cost-recovery clauses to the extent the respective commission
determings in perodic hearings that such costs, including any past over or
under-recovered costs, are prugdent. The clauses are in addition to approved
base rates.

Fuel, fuel-related costs and certain purchased power casts ate eligihla
for recovery by Regulated Utilities. Regulated Utilities uses coal, hydroelectric,
natural gas, ail and auclear fuel to generate electricity, thereby maintaining a
diverse fuel mix that hefps mitigate the impact of cost increases in any one fuel.
QOue to the associated regulatory treatment and the method allowed for recovery,
changes in fuel costs from year to year have no material impact on operating
resutts of Regulated Utilities, uniess a commission finds a portion of such tosts
ta have been imprudent. However, delays between the expenditure for fuel costs
and recovery from customers can adversely impact the timing of cash flows of
Regulated Utilities.

The folowing table summarizes base rate cases approved and effective in the past three years,

Aanyat Equity
Increase Return on Component of
{in millions} Equity  Capital Structure Eftactive Date  Othar
Duke Energy Carolinas 2012 North Carolina Rate Case™ $ 234 10.2% 53% September 2013 i
Duke Energy Carolinas 2013 South Carglina Rate Case™ 118 102% 53% September 2013 {c)
Ouke Energy Carolinas 2011 North Carolina Rate Case 309 105% 53% Febiuary 2012
Duke Energy Carolinas 2011 South Carclina Rate Case 93 10.5% 53% February 2012
Duke Energy Progress 2012 Nonth Carling Rate Case™ 178 102% 93% Jure 2013 i)
Duke Energy Ohio 2012 Electric Rate Case 49 9 84% 53% May 2013
Duke Energy Ot 2012 Natural Gas Rate Case — 984% 53% December 2013 (e}
Ouke Energy Florida 2013 FPSC Settlement — 105% 49% QOctober 2013 (K
Duke Energy Florida 2012 FPSC Settlement 150 10 5% 9% January 2013 [E410]

(a) Rates mcrease over 2 two or three year penod as approved by the NCUC and PSCSC Annual increase amounts represent the tatal increase ence effechve
(b} Terms af thrs rate case mclude D) recognetian of nuclear outage gepenses guer the refueling cycle rather than when the outage occurs (1) a $10 milien sharehoider contribution to agencies prowding energy assistance to
Yow-MCGTR Sustomaes, {imh af anal reduClion 1n the 1egulatory hatibty for costs of cemovat o $30 mikaon for each ol ihe Bist e yeais, and () v adthtiona) Dase rate Meitases 1 De affectve tefoie September 2015

(c;

Terms of s rate case melude ) recognrtion of nuclear gutage expenses aver the refueling cycle rather than when the outage occurs, {1} an appronimate $4 million shareholder contribution 1o agenties providing energy

assistance 1o low-income customers and for economic development, (1} a reduction in the regulatery hatulity for costs of removat ¢f $45 millian for the first yeat and () N addrional base rate mcreases to be effective

before September 2015
(d]

Terms of this rate case incluge {1} recognition of nuclear gutage expenses over the refueling cycie rather than when e outage accurs () a $20 mithon shareholder cantribution fo 3gencies prowding energy assistance to

low-ncome customers. and (i} a reduchion in the regutatory habitity for costs of removal of 320 mibon for the first year

G

Aitirough the PUCQ approved no increase i base rates, more than half of the revenue request was approved to be recovered in vanous ngers. inciuding recovery of costs related to former manufactured gas plants (MGP)

Recovary of $56 mahion of MGP costs wa 2 nier was appioved 0 November 2043 The rider became effectve m March 2014 was suspended w Sune 2014 and imstated w January 2415 For actnonag) iflormation on WGP

tecovery see Note 4 16 the Consolidated Financial Statements. “Regulatory Matters

) Terms of this settlement include (i} na addihonal base rate mereases untd 2009 {u) parhal recovery of Crystal River Unit 3 beginning in 2014, and {w full recovery of Crystal River Unit 3, not lo exceed $1.456 million plus the

cosk to build a dry cask sterage facility, begnning no later than 2017
(g} Terms of this seftlement include the removal of Crystal Rrver Urit 3 assels from rate base
1) Capital structure icludes delerred meome tan, customer deposits and investment 121 £redits

Fer more information on rate matters and ather regulatory proceedings, see
Note 4 to the Consolidated Financial $tatements, “Regulatory Matters.”

Fedaral

The FERC approves Regulated Utilities’ cost-based rates for electric
sales to certain whalesale customers, as well as sales of fransmission service.
Regulations of FERC and the statg utility commissions govern access fo
regulated electric and gas customers and other data by nonregulated entities and
services provided between regulated and nonregulated energy affiliates. These
regulations affect the activities of nonregulated affiliates with Regulated Utilities.

Regional Transmission Organizations (RT0). PIM Interconfection,
LLC (PIM} and Midcontinent Independsant Transmission System Qperator, Iric.
(MISD) are the Independent System Operators (IS0} and FERG-approved RTOs
for the regions in which Duke Enecgy Qhia and Duke Enecgy lndiana gperate.
PIM and MISO operate energy, capacity and other markets, and, through central
dispatch, contrel the day-to-day operations of bulk power systems.

Duke Energy Ohio is a member of PiM and Duke Energy Indiana is a
member of MISO. Transmission owners in these RT0s have tumed over control of
their transmission facilities, and their transmission systems are currently under
the dispatch control of the RT0s. Transmission service is provided on a region-
wide, open-access basis using the transmission facilities of the RTO members at
rates based on the costs of fransmission service.

Environmental. Regulated Utilities is subject to the jurisdiction of the EPA
and state and Jocal environmental agencies. For a discussion of environmental
regulation, see "Enviranmental Matiers” in this section.

See “Other Matters™ section of Management's Discussion and Analysis of
Financial Condition artd Results of Cperations for & discussion about potential
Gilobat Climate Chaage legistation and other EPA reguations under development
and the potential impacts such legislation and regulation could have on Quke
Energy's operations,
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INTERNATIONAL ENERGY

Internationat Energy principally operates and manages power generation
facifities and engages in sales and marketing of electric power, natural gas,
and natural gas bquids outside the U.S. ts activities principally target power
generation in Latin America. Additionally, Infernational Energy owns a 25 percent
interest in National Methanol Company (NMC), a large regional producer of
methanol and methyl tertiary butyl ether (MTBE) located in Saudi Arabia.
International Energy s economic ownership interest will decrease to 17.5 percent
upon suceessful startup of NMC's polyacetal production facdity, which is
expected to occur after June 2016. International Energy will retain 25 percent of
the hoard representation and voting rights of NMC. The investment in NMC is
accounted for under the equity methad of accounting,

Internztional Energy's custamers include retail distributors, electric utilities,
independent power praducers, marketers, and industrial and commercial companies.
International Energy's current strategy is focused on optimizing the value of its cument
Latin American portfoko and expanding the portfalio through investment in generation
opportunities in Latin America.

During 2014, Duke Energy parformed a strategic review of intemationat Energy
to evaluate a wide range of options and apportunities for growth of the business,
inciuding strategies for vilization of ofi-shore cash. Duke Energy determined # is in the
shareholders’ best interest, at the present time, to continue to own, operate and create
value through portfofio optimization and efficiency of International Energy operations.

Ouke Energy also declared a taxable dividend of historical foreign eamings in the
form of notes payable that will result in the repatriation of approximately $2.7 billion in
cash held and expected to be generated by International Energy over a period of up to
eight years, Duke Energy's inteation is to indefinitely reinvest prospective undistribyted
foreign eamings generated by Intemational Energy. For additional information see Note
22 to the Consolidated Financial Statements, “Income Taxes.”

Competition and Regulation

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

A high percentage of [nternational Energy's portfolia consists of basetnad
hydroelectric generation facilities, which compete with other forms of electric
generation available to Infernational Energy’s customers and end-users,
including natural gas and fuel ails. Economic activity, conservation, legislation,
governmental regulations, weather, including rainfall, additional generation
capacities and other factors affect the supply and demand for electricity in the
regions served by International Energy.

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

COMMERCIAL POWER

Commercial Pewer builds, develops, and aperates wind and solar
renewable generation and energy fransmission projects throughout the
continental U.5. Long-term cantracts are generally executed with load-serving
entities, which, in most instances, have obligations under state-mandated
renewable energy portfolio standards or similar state or Jocal senewable energy
goals. Energy and renewable energy credits generated by wind and solar projects
are generally sold at contractual prices. Commercial Power also buiids, develops
and operates high voltage power and natural gas transmissicn projects. These
projects are designed to increase reliability, integrate renewables generation and
relieve grid congestion.

Duke Energy, Dominica Resources (Dominion}, Piedmont Natural Gas
and AGL Resources announced the formation of a joint venture, Atlantic Coast
Pipeline, LLC, to build and own the proposed Atfantic Coas? Pipeline (ACP), a
550-mile interstate natural gas pipeling. The ACP is designed to meet the nseds
identified in requests tor proposals by Duke Energy Carolinas, Duke Energy
Prograss and Piedmont Natural Gas. Dominion will build and operate the ACP
and will own 45 percent. Duke Energy, will own 40 percent ownership of the
pipeline through s Conmercial Power segment. The ramaining share will ba
owned by Piegmont Natural Gas and AGL Resources. Duke Energy Carolinas and
Duke Energy Progress will be customers of the pipeline and enter into 20-year
transportation contracts with ACP subject to state regulatory approval, The
project will require FERC approval, which the joint venture wili seek to secure
by summer 2016. The estimated in-service date of the pipeline is late 2018.
For additional infarmation on the ACE. see Note 4 to the Cansalidated Financial
Statements, “Regulatory Matters.”

Commercial Power has three wind projects totaling approximately 510 MW
under various stages of construction in Starr County, Texas. A 200 MW project
is expected to commence operation in the second quarter of 2085, a 110 MW
project is expected to commence commercial operatiens by the end of 2015 and
a third 200 MW project is expected to commence operation in the third quarter of
20186. All three projects have entered into Jang-term pawer purchase agreements
with third parties.

For additional information on Commercial Power's generation facilities, see
ltem 2, “Properties.”

Other Matters

Commercial Power is subject to reguiation at the federal level, primarily
from the FERC. Regulations of the FERG govern access to regulated electric
customer and other data by nonregulated entities. services provided between
regulated and nonregulated energy affifiates, and Commercial Power's
investments in transmission projects. These regulations affect the activities of
Commercial Power.

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

Market Environment and Competition

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

Sources of Electricity

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

OTHER

The remainder of Duke Energy’s operations is presented as Other. While
it is not an aperating segment, Other primarily includes unallocated corporate
interest expense, certain unallocated corparate casts, Bison [nsurance Campany
Limited (Bison), Duke Energy’s wholly owned, captive insurance subsidiary,
contributions to the Duke Energy Foundation, and other investmeats in
businesses the Company is in various stages of exiting or winding down, Cn
December 31, 2013, Duke Energy sold its interest in DukeNet Communications
Holdings, LLC (DukeNet) to Time Warner Cable, Inc. Following the repayment
of existing DukeNet indebtedness at closing, transaction expenses and
other purchase price adjustments, Duke Energy received cash proceeds of
approvimately $215 million,
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Bison's principal activities as a captive insurance entity include the

indemnification of variaus business risks and losses, such as property, workers'

compensation and general liabiity of Duke Energy subsidiaries and affiliates.

Regulation

Certain entities within Other are subject to the jurisdiction of state and
local agencies.

Executive Officers

Geographic Regions

Far a discussion of Cuke Energy 's foreign operations see “Management's
Discussion and Analysis of Results of Operations™ and Note 3 to the
Consolidated Financial Statements, “Business Segments.”

Employees

On December 31, 2014, Duke Energy had 28,344 employees. A total of
6,267 cperating and maintenance employees were represented by unions.

Melissa B, Andersen

Senior Vice President and Chief Human Resowrces Officer. Ms Anderson assumed her position in Janvary 2015 Prics to joining Duke

Energy, she served as Senior Vice President of Human Resources at Domtar Inc since 2010,

Lynn J. Good 55

Vice Chairman, President and Chief Executive Officer. Ms. Good assumed her current position in July 2013. Prior to that, she served as

Executive Vice President and Chief Financiai Officer since 2009.

Dhiaa M. Jami! 58

Executive Vice President and President, Regulated Generation. M. Jamil assumed his current posttion in August 2014, He served as

Executive Vice President and President of Duke Enesgy Nuclear from March 2013 and as Chiet Muglear Officer from February 2008 to August
2014 He also served as Chief Generatign Cfficer for Duke Energy from July 2009 fo June 2012

Julia 8. Janson 50

Executive Vice President, Chief Legal Officer and Corporate Secretary. Ms. Janson assumed her curment position in December 2012 Prior

ta that, she had held the position of President of Duke Energy 0hio and Duke Energy Kentucky since 2008.

Marc E. Manly 62

Executive Vice President and President, Commereial Portfolio. Mr Marly assumed his current position in August 2014. He served as

Executive Vice President and President, Commarcial Businesses from December 2012 until August 2014, He previously held the pasition of Chief
Legal Officer from Agril 20086, upon the merger of Duke Erergy and Cinergy. until December 2012.

AR Mullinax 50

position of Chief (nformation Officer since 2007.

Exacuitive Vice President, Strategic Services. M. Mullinax assumed his current position in August 2014. Prior 1o that, he had held the

Brian D. Savoy 39

Senior Vice President, Controlier and Chief Accounting Officer. Mr. Savoy assumed his current position in September 2013 Prior to that.

he had held the position of Director, Forecasting and Analysis since 2009

B. Kerth Trent 55

Executive Vice President, Grid Solutions and President, Midwest and Florida Regions. M1 Trent assumed his current position in August

2014. He served as Executive Vice President and Chief Operating Officer, Regulated Utiltties fram December 2012 until August 2014 Frior to
that, he held the position of Executive Vice President, Regulated Utilbes upon the merger with Progress Energy in July 2012, and President,
Commercial Busmesses from July 2009 unt! July 2012,

Jennifer L. Weber 48

Executive Vice President, External Affairs and Strategic Policy. Ms. Weber assumed her current position in August 2014. Prior 1o that,

she had served as Executive Vice President Chief Human Resources Officer since January 2011. She previpusly held the position of Senior Vice
Presicent and Chief Human Resources Officer from November 2008 until Janvary 2011

Lioyd M. Yates 54

Executive Vice President, Market Solutions and President, Carolinas Region, Mr Yates assumed his current postion in August 2014. He

held the posiion of Executive Vice President, Regufated Utilities from December 2012 to August 2014, aad prior to that, had served s Executive
Vice President, Customer Operations since July 2012, upon the merger of Duke Energy and Progress Energy. Prior to the merger, Mr. Yates had
senved as Chief Executve Offices, Ouke Energy Progress, Inc. snce July 2007

Steven K. Young 56

Executive Vice Prasident and Chief Financial Officer. Mr Young assumed his current posttion in August 2013, Prior to that. ke had secved

s Vice President. Chief Accounting Officer and Controller since April 2008,

Executive officers serve until their successers are duly elected or appointed.

There are no family refatianships between any of the executive officers, nor any arrangement or understanding between any executive officer and any other

person iolved in officer selection,
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Environmental Matters

The Dyke Energy Registrants are subject to federal, state and local
laws and regulations with regard o air and water quality, hazardous and
solid waste disposal and other environmental matters. Duke Energy is also
subject to international laws and regulations with regard to air and water
quality, hazardous and solid waste disposal and other environmental matters.
Environmental laws and regulations affecting the Duke Energy Registrants
include, but are not limited to:

« The Clean Air Act (CAR), as well as state laws and regulations impacting
air emissions, including State Implementation Plans related fo existing
and rew national ambiert air quality standards for ozone and particulate
matter, Qwners and/ar eperators of air emission Sources are asponsihle
for obtaining permits and for annual compliance and reporting.

« The Clean Water Act (CWA} which requires permits for facilities that
discharge wastewaters inta the envirgnment.

+ The Comprehensive Environmental Response, Compensation and
Liability Act, which can require any individual or entity that currently
owns o in the past may have owned or eperaled 2 disposal site, as
well as transporters or generators of hazardous substances sent to a
disposal site, to share in remediation costs,

+ The Sokid Waste Disposal Act, as amended by the Resource Consenvation
and Recovery Act {RCRA), which requires certain solid wastes, including
hazardous wastes, to be managed pursuant to a comprehensive
regulatery regime.

« The National Environmental Policy Act, which requires federal agencies
to consider polential environmental impacts in their decisions, including
siting approvals.

See “Other Matters” section of Management's Discussion and Analysis of
Financial Condition and Results of Operations for a discussior about potential
Global Climate Change tegistation and the potential impacts such legisiation
could have on the Duke Energy Registrants’ operaticns. Additionally, other
recently passed and potential future environmental laws ard regulations could
have a significant impact on the Duke Energy Registrants’ results of operations.
cash tiows or financial position. However, if and when such laws and regulations
become effective, the Duke Energy Registrants will seek apprariate regulatory
recavery of costs 1o comply within its regulated operations.

for more information on emironmental matters involving the Duke
Energy Reg:strants, including possible liabifity and capital costs, see Note 5 to
the Consolidated Financial Statements, “Commitments and Contingencies —
Environmental.” Except to the extent discussed in Note § to the Consofidated
Financiat Statements, “Commitments and Contingencies.” compliance with
current international, federal, state and lecal provisicas ragulating the discharge
of materials mto the environment, or otherwise protecting the environment, is
incorporated into the routine cost structure of our various business segments
and is not expected to have a material adverse effect on the competitive
pasition, consolidated resuits of operations, cash flows or financial position of
the Duke Energy Registrants.

DUKE ENERGY CAROLINAS

Duke Energy Carolinas is a regulated public utility primanly engaged in
the generation, transmission, distributian, and sale of electricity in portions of
North Carolina and South Carofina. Duke Energy Carolinas’ service area covers
approximately 24,000 square miles and supplies electric service to 2.5 millian
residential, commercial and industrial customers, For information about Duke
Erergy Carolinas’ generating plants, see Hem 2, "Properties.” Duke Energy
Caralinas is subject to the regulatary provisions of the NCUG, PSCSC, NRC and
FERC.
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Substantially all of Duke Energy Carolinas operations are ragulated and
qualify for regulatory accounting. Duke Energy Carolinas operates cne reportable
business segment, Regulated Ubility. For additonal information regarding
this business segment, including financial information, see Note 3 to the
Consolidated Financial Statements, “Business Segments.”

PROGRESS ENERGY

Progress Energy is a public utility kolding company headquartered in
Raleigh, North Carclina, primarily engaged in the regulated electric utility
business and is subject to regulation by the FERC. Progress Energy conducts
operations through its wholly cwned subsidiaries, Duke Energy Progress and
Duke Enecgy Florida. When discussing Progress Energy's financial information,
it necessarily includes the results of Duke Energy Progress and Duke Energy
Florida.

Substantially all of Progress Energy's operations are regulated and qualify
for regulatory accounting. Progress Energy operates one reportable business
segment, Regulated Utilities. For additional information regarding this business
segment, inclucing financial information, see Note 3 to the Consolidated
Financial Statements, "Business Segments.”

DUKE ENERGY PROGRESS

Duke Energy Progress is a regulated public utility primarily engaged in
the generation, transmission, distribution and sale of efectricity in portions
of North Carofina and South Carofina. Duke Energy Progress’ service area
covers approximately 32,000 square miles, and stipplies electiic service io
approximately 1.5 million residential, commercial and industrial customers.
Far intormation abou? Diike Energy Progress gerierating plants, see Item 2,
“Properties.” Duke Energy Progress is subject to the regulatory provisions of the
NCUC. PSCSC, NRC and FERG.

Substantially all of Duke Energy Progress’ operations are regulated and
qualify for regulatory accounting. Duke Energy Progress operates one reportable
business segment, Regulated Utility. For additional information regarding
this business segment, including financial information, see Note 3 1o the
Conscfidated Financia) Statements, "Busingss Segments.”

DUKE ENERGY FLORIDA

Duke Energy Florica is a regulated public utility primarily engaged in
the generation, transmission, distribution, and sale of electricity in portions of
Florida. Duke Energy Florida’s service area covers approximately 13,000 square
miles and supplies electric service to approximately 1.7 million residential,
commescial and industrial customers. For information about Duke Energy
Florida's generating plants, see Item 2, “Properties.” Duke Energy Florida is
subiect to the regulatory provisions of the FPSC, NRC and FERC.

Substantially all of Duke Energy Florida's operations are regulated and
qualify for regutatory accounting. Duke Energy Florida operates one reportabie
business segment, Regulated Utility. For additional information regarding
this business segment, including financial information, see Note 3 {o the
Consolidated Financial Statements, “Business Segments.”

DUKE ENERGY QK10

Duke Energy Ohuo is @ public utility that provides sesvice in portions of Chio
and Kentucky. References herein ta Duke Energy Ohio include Duke Energy Ohio
and its subsidiaries. Duke Energy Ohig is subject to the regulatory provisions of
the PUGO, KPSC and FERG.
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Business Segments

Duke Energy Ohio operates two business segments: Regulated Utilities
and Commercial Power. For additional information on each of these business
segments, including financial information, see Note 3 ta the Cansolidated
Financial Statements, “Business Segments.”

The foilowing is a brief description of the nature of operations of each of
Duke Energy Ohia's reportable business segments.

REGULATED UTILITIES

Regulated Wilties transmits and distributes electricity in Ohio. Regulated
Utilities also generates, transmits and distributes electricity in Kentucky.
Regulated tilites also transports and seils natural gas in Chio and Kentucky.
Duke Energy Ohio applies regulatery accounting to substantially all of the
pperations n ifs Regulated Ubities operating segment.

Duke Energy Ohio's Regulated Utilities service area covers 3,000 square
miles and supplies electric service to 840,000 residential, commercial and
industrial customers and provides regulated transmission and distribution
services for natural gas to 500,000 customers. See ltem 7, “Properties” for

further discussion of Duke Erergy Chio's Regulated Utifities generating facilities.

See Note 4 to the Consolidated Financial Statements, “Regulatary
Matters,” for further discussion refated to reguiatory filings.

COMMERCIAL POWER

On August 21, 2014, Duke Energy entered nto an agreement to sell
Commercial Power's Midwest generation business to Oynegy. The transacticn
is conditianed on approval by FERGC, and is expected to close by the end of the
second quarter of 201 5. The results of these operations have been reclassified
to Discontinued Qperations on the Consolidated Statements of Operatigns and
Comprehensive Income. Far additional informaticn on the Midwest generation
business disposition see Note Z to the Consolidated Financial Statements,
“Acquisitions, Dispositions and Sales of Other Assets.”

For additional infarmation on Duke Energy Ohin's Commaergiat Power
generating facilities, see ltem 2, “Properties.”

DUKE ENERGY INDIANA

Duke Energy Indiana is # regulated pubiic uhiity primarily engaged in
the generation, transmission, distribution and sale of electricity in portions of
Indiana. Duke Erergy Indiana’s service area covers 23,000 square miles and
supplies electric service to 810,000 reswdential, commercial and industrial
customers. See Jtem 2, “Properties” for further discussion of Duke Energy
Indiana’s generating facilities, transmission and distribution. Duke Energy
Indiana is subject to the regulatory provisions of the IURC and FERC.

Substantiafly all of Duke Energy Indiana’s operations are regulated and
qualify for regulatory accounting. Duke Energy Indiana operates one reportadle
husiness segment, Regulated Utility, For additional information regarding
this business segment, inciuding financial information, see Note 3 to the
Consolidzted Financial Statements, “Business Segments.”

ITEM 1A. RISK FACTORS

In addition to other disclosures within this Form L0-K, including
Management's Discussion and Analysis — Matters impacting Future Resuits
for each registrant in ltem 7, and other documents filed with the SEC from time
{e time, the following factors should be considered in evaluating Duke Energy
and its subsidiaries, Such factors could affect actual results of aperations and
cause results to differ substantially from thase currently expected or sought.
Unless otherwise indicated, risk factors discussed below generally relate to
risks agsociated with all of the Duke Energy Registrants. Risks identified at the
Subsidiary Registrant level are gererally appiicable to Duke Energy.
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REGULATORY, LEGISLATIVE AND LEGAL RISKS

The Buke Energy Registrants repalated elecivic revenues, eamings and
results are dependent on state legislation and regulation that affect
glectric generation, transmission, distribution and related activities, which
may limit their ability to recover costs.

The Duke Energy Registrants’ regulated utility businesses are regulated
on a cost-of-service/rate-of-return hasis subject to statutes and regulatory
commissian rules and procedures of North Carolina, South Carolina, Florida,
QOhio, Indiana and Kentucky. If the Duke Energy Registranis' regulated utility
eamnings exceed the returns established by the state utility commissions,
retail electric rates may be subject to review and possible reduction by the
commissions, which may decrease the Duke Energy Registrants’ future eamings.
Additionally, if regulatory bod:ies do net allow recovery of costs incurred in
previding service on a timely basis, the Duke Energy Registrants’ future eamings
could be negatively impacted.

If legislative and regulatory structures were to evolve in such a way that
the Duke Erergy Registrants’ exclusive nghts to serve their regulated customers
were eraded, their future earnings could be negatively impacted.

Deregulation or restructuring in the efectric industry may result in
increased competition and unrecovered costs that could adversely affect
the Duke Energy Registrants’ financial position, results of aperations or
cash flows and their utility businesses,

Increased competition resulting from deregulation or restructuring
legislation could have 2 significant adverse impact an the Duke Energy
Registrants' results of operations, financial position or cash fiows. Retail
competition and the unbundling of regulated electric service coukd have a
significant adverse financial impact on the Duke Energy Registrants due te
an impairment of assets, 3 loss of retail customers, lower profit marging or
ingreased costs of capital, The Duke Energy Registrants cannot predict the
extent and timing of entry by additional competitars inta the electric markets.
The Duke Energy Registrants cannot predict if or when they will be subject to
changes in legislation or regulatian, nor can they predict the impact of these
¢hanges on their financial position, resuits of operations or cash flows.

The Duke Energy Registrants’ businesses are subject to extensive federal
regulation that will affect their operations and costs.

The Duke Energy Regstrants are subject to regulation by FERC, NRC,
EPA and varicus other federal agencies as well s the Noah American Electric
Reliabitity Corporation. Regulation affects almost every aspect of the Duke Energy
Registrants’ businesses, including, amang other things, their ability {o: take
fundamenta! business management actions; determing the tesms and rates of
transmission and distribution services; make acquisitions; issue equity or debt
securities; engage in transactions with othes subsidiaries and affiliates; and
pay dividends upstream fa the Duke Energy Registrants. Changes ta federal
regulations are continuous and ongoing. The Duke Energy Registrants cannot
predict the future course of regulatory changes or the ultimate effect those
changes will have on their businesses. However, changes in regulation can cause
delays in or affect business planning and transactions and can substantially
increase the Duke Energy Registrants’ costs.

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

There is uncertainty regarding the extent and timing of future additional
tosts and abilities refated to the Dan River ash basin release, including the
amount and extent of any pending or future civil of criminal penalties, and
resulting titigation. These uncertainties are iikety to continue for an extended
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period and may further increase costs. Thus, the Dan River ash basin release
could have an adverse impact on 1he reputation of the Cuke Energy Registrants
and their financial position, results of operations and cash flows.

Thie Duke Energy Repistrants are subject to numerous environmental laws
and regulations requiring significant capital expenditures that can increase
the cost of operations, and which may impact or limit business plans, or
cause exposure fo environmental liabilities.

The Duke Energy Registrants are subject to rumerous envirenmental
laws and regulations affecting many aspects of their present and future
operations, including coal combustion residuals (CCRs), air gmissions, water
quality, wastewater discharges, solid waste and hazardous waste. These laws
and regulations can result in increased capital, operating and other costs.
These laws and regulations generally require the Duke Energy Registrants to
oblain and comply with a wide variety of environmental licenses, permits,
inspections and other approvals. Compliance with envircnmental laws and
regulations can require significant expenditures, including expenditures for
cleanup costs and damages arising from contaminated properties. Failure to
comply with environmental reguiations may result in the imposition of fines,
penalties and injunctive measures affecting operating assets. The steps the
Duke Enesgy Registrants could be required to take to ensure theis facifities
are In compliance could be prahibitively expensive. As a resuit, the Duke
Energy Registrants may be required to shut down or alter the operation of
their facilities, which may cause the Duke Energy Registrants to incur losses.
Further, the Duke Energy Registrants may rtat be successful in recovering
capital and aperating casts incurred to comply with aew enviranmental
regulatiens through existing regulatory rate structures and their contracts with
customers. Also, the Duke Energy Registrants may not be able to obtain or
maintain from fime to time all required envircnmental regulatory approvals
for their operating assets or develepment projects. De'ays in obtaining any
required envirgnmental regulatory approvals, failure to obtain and comply
with them ar changes in environmental laws or regulations to more stringent
comphance levefs could result in additional costs of operation for existing
facilities or development of new tacilities being prevented, delayed or subject
to additignal costs. Although it is not expected that the costs to comply with
current environmental regulations wil} have a material adverse effect on the
Duke Energy Registrants’ financiaf position, results of pperations or cash flaws
due to regulatory cost recovery, the Duke tnergy Regisirants are at risk that
the costs of complying with envirenmental regulations in the future wil! have
such an effect.

The EPA has recently enacted or proposed new federal regulations
governing the management of cooling water intake structures, wastewater and
carben dioxide (CO,} emissions. These ragulations may require the Duke Energy
Registrants te make additional capital expendituces and increase operatiog and
maintenance costs.

Duke Energy's investments and projects located outside of the .5, expose
it to risks related to the laws, tares, econemic and political conditians, and
policies of foreign governments. These risks may delay or reduce Duke
Energy’s realization of value from its internationa!l projects.

Duke Energy currently owns and may acquire and/or dispose ¢f material
energy-related investments and projects outside the U.S. The economic,
regulatory, market and political canditions in some of the countries where
Duke Energy has interests may impact its ability to cbtain financing en
suitable terms. Qther risks relate to its customers’ ability to haaor their
obligations with respect to projects and investments, deiays in constructian,
limitations on its ability te enforce legal rights, and interruption of business,
as well as risks of war, expropriation, nationalization, renegotiation, trade
sanctions or nullification of existing contracts and changes in law, regulaticns,
market rules or tax policy.
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OPERATIONAL RISKS

The Duke Energy Registrants' results of operations may be negatively
affected by overall market, economic and other conditions that are beyond
their control.

Sustaingd downturns or sluggishness in the economy generally affect the
markets in which the Duke Energy Registrants operate and negatively influence
electricity operations. Declines in demand for electricity as a result of ecanomic
downturns int the Duke Energy Registrants’ regulated electric service territories
will reduce overall sales and lessen cash flows, especially a5 industriaf
customers reduce production and, therefore, consumption of electricity. Although
the Duke Energy Registrants’ reguiated electric business is subject o regulated
allowable rates of return and recovery of certain costs, such as juel, under
periodic adjustment clauses, overall declines in electricity sold as a result of
economic downturn ar recession could Teduce revenues and cash flows, thereby
diminishing results of operations. Additionally, profenged economic downturns
thal negatively impact ihe Duke Energy Registrants’ sesults of operations and
cash flows could result in future material impairment charges to write-down
the tarrying value of certain assels, including Zoodwill, to their respective fais
values,

The Duke Energy Registrants also sell electricity into the spet market or
other competitive power markets on a contractual basis. With respect to such
transactions, the Quke Energy Reg:strants are not guaranteed any rate of return
on their capital investments through mandated rates, and revenues and results
of operations are likely to depend, tn large part, upon prevailing market prices.
These market prices may fluctuate substantially over relatively short periods
of time and could reduce the Duke Energy Registrants’ revenues and margns,
thereby diminishing results of operations.

Factors that could impact sales volumes. generation of electricity and
market prices at which the Duke Energy Registrants are able to sell electricity are
as follows:

= weather conditions, including abnormally mild winter or summer
weather that cause lower energy usage far heating or cooling purposes.
respectively, and periods of Jow rainfall that decrease the ability to
operate faciities in an economical manner;

« supply of and demand for energy commadities;

* transmission or transportation constraints or inefficiencies that impact
nonregulated energy operations;

* availability of competitively priced alternative energy sources, which
are preferred by some Customers oves elechricity produced from coal,
nuclear or gas plants, and customer usage of energy-efficient equipment
that reduces energy demand;

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

= ability to procure satisfactory levels of inventory, such as coal, gas and
uranium: and

* capacity and transmissicn service int, or out of, the Duke Energy
Registranis’ markets.

Natural disasters or operational accidents may adversely affect the Duke
Energy Registrants’ operating results.

Naturaf disasters (such as electromagnetic events or the 2011 earthquake
and tsunami in Japan) or other operational accidents withia the company or
industry (such as the San Bruno, California natural gas transmission pipeline
failure) could have direct significant impacts on the Duke Energy Registrants as
well as on key contractors and suppliers. Such events could indirectly impact
the Duke Energy Registrants through changes to pelicies, laws and regufations
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whose compliance costs have a significant impact on the Duke Energy
Registrants’ financial position, resuits of operations and cash flows.

Coal ash storage and management strategies to comply with CCR
regulations could impact the reputation and financial condition of the Duka
Energy Registrants,

As a result of electricdy produced at coal-fired power plants Duke
Energy Registrants manage large amounts of CCRS in dry storage in landfills or
combined with water in ash basins. The potential exists for another coal ash
pond failure or coal ash related incident, such as the one that cccured during
the Dan River ash basin release, that coutd impact the environment or raise
general public health cencerns. Such an incident could have a materiaf adverse
impact to the reputation and financial condition of the Duke Energy Registrants.

Recent regulations for the disposal of CCRs from power plants by the
EPA are expected to be effective in 2015. These regulations classify CCR as
nanhazardous waste under the RCRA and apply to all new and existing landfills,
new and existing surface impoundments, structural fills and CCR piles and
establishes requirements regarding landfil? design, structural integrity design
and assessment criteria for surface impoundments, groundwater monitoring
and protection procedures and other operational and reporting procedures
to ensure the safe disposal and mapagemert of CCR. In addition 1o federal
CCR regulations, CCR fandfills and surface impoundments will continue to be
independently regulated by most states and additiona! regulations by states
may be imposed in the future. Al this time, Duke Energy is evaluating the federal
and state CCR regulations and developing cost estimates that will largely be
dependent upon campliance altematives selected to meet requirements of the
regulations. These federal and state regulations may require additional capital
expenditures, increased operating and maintenance costs, or closure of certain
facilities which could affect the financial position, results of operations and cash
flows of the Duke Energy Registrants. Althcugh the Duke Energy Registrants
intend to seek cost recovery for future expenditures through the normat
ratemaking process with state utility commissions, which permit recovery of
necessary and prudently incurred costs associated with Duke Energy's regulated
operations, there is no guarantee that recovery of such costs will be granted.

The Duke Energy Registrants’ financial position, results of operations and
cash flows may be negatively affected by a lack of growth or slower growth
inthe number of customers, ar decline in customer demand or number of
customers.

Growth in customes accounts and growth of customer vsage sach directly
influence demand for electricity and the need for additional power generation
and delivery fatilities. Customer growth and customer usage are affected by
a number of factors autside the control of the Duke Energy Registrants, such
23 mangated energy efficiency measuies, demand-side management goals,
distributed generation resources and economic and demographic conditions,
such as population thanges, job and income growth, housing starts, new
business formation and the overall level of economic activity.

Certain regulatory and legistative bodies have introduced of are
considering requirements and/or incentives fo reduce energy consumption
ty certain dates. Additionally, technological advances driven by federal laws
mandating new levels of energy efficiency in end-use electric devices or other
improvements in of applications of technology could lead to decknes in per
capita erergy consumption.

Advances in distributed generation technologies that produce power,
inctuding fuel cells, micro-turhines, wind turbines and sofar cells, may reduce
1he cost of altarnative methods of producing power to 3 level competitive with
central power station electric production utilized by the Duke Energy Registrants.

Same or all of these factors, could sesult in a lack of growth of decline in
customer demand for electricity or number of customers, and may cause the
failure of the Duke Energy Registiants fo fully realize anticipated benefits from
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significant capital invesiments and expenditures which could hiave a material
adverse effect on their financial position, results of operations and cash flows.

Furthermore, he Duke Energy Registrants currently have energy efficiency
riders in place o recover the cost of energy efficiency programs in North
Carolina, South Caroling, Fiorida, Ohio and Kentucky. Should the Duke Energy
Registrants be required to invest in conservation measures that result in reduced
saies from effective conservation, regoiatory tag in adjusting rates for the impact
of these measures could have a negative financial impact.

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

Electric power gereration is generally a seasonal business. in most parts
of the U.S., and other markets in which Duke Energy operates, demand for power
peaks during the warmer summer months, with market prices typically peaking
at that time. In other areas, demand for power peaks during the winter. Further,
extreme weather conditions such as heat waves or winter storms could cause
these seasonal fluctuations to be more proncunced. As a result, in the future,
the overall aperating results of the Duke Energy Registrants' businesses may
fluctuate substantially on a seasonal and quarterly hasis and thus make period-
ta-period companson less relevant.

Sustained severe drought conditions could #mpact generation by
hydroelectric pfants, as well as fossil and auclear plant operations, as these
facilities use water for cooling purposes and for the operation of environmental
compliance equipment. Furthermore, destruction caused by severe weather
events, such as hurricanes, tomadoes, severe thunderstorms, snow and ice
storms, can result in lost operating revenues due to outages; property damage,
including downed transmission and distribution lines; and additional and
unexpected expenses to metigate storm damage. The cost of storm restoration
efforts may not be fuily recoverable through the regulatory process.

The Duke Energy Registrants' sales may decrease if they are unable to gain
adequate, reliable and affordable access to transmission assets.

The Duke Energy Registrants depand on transmission and distributian
facilities owned and operated by utilities and other energy companies to deliver
electncity sold to the wholesate market. FERG's power transtussion regulations,
as well as those of Duke Energy’s international markets, require wholesale electric
transmission secvices ta be etfered on an apen-access, non-discriminatory basis.
)f transmissin is disrupted, or if transmission capacity is inadequate, the Duke
Energy Registrants” ability to sell and deliver products may be hindered.

The different regional pawer markets have changing regulatory structures,
which cauld affect growth and performance in these regions. In addition, the
105 who oversee the transmission systems in regional power markets have
imposead in the past, and may impese in the future, rice fimitations and ather
mechanisms to address volatility i the power markets. These types of price
limitations and ather mechanisms may advarsely impact the profitability of the
Duke Energy Registrants’ wholesale power marketing business.

Fiucteations in commodity prices or availability may adversely affect
various aspects of the Duke Energy Registrants’ operations as well as their
financial condition, results of operations and cash flows.

The Duke Energy Registrants are expased to the effects of market
fluctuations n the price of naturat gas, coal, fuel oit, nuclear fuel, electricity and
ather energy-related commodities as a result of their ownership of energy-related
assets. Fuel costs are recovered primarily through cost-recovery clauses, subject
to the approval of state utility commissions.

Additionaiy, the Duke Energy Regisirants are exposed to risk that
counterparties will not be able to fulfill their obligations. Disrupticn in the defivery
of fuel, including disruptions as a result of, among other things, transportaticn
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delays, weather, tabor relations, force majeure events, or enviranmental
regulations affecting ary of these fuel suppliers, could limit the Duke Energy
Registrants tc operate their facilities. Should counterparties fail to perform, the
Duke Energy Registrants might be forced to replace the underlying commitment
at prevailing market prices possibly resulting in losses in addition to the
amounts, if any, already paid to the counterparties.

Certain of the Duke Energy Registrants’ hedge agreements may resuli in
the receipt of, or posting of, derivative collateral with counterparties, depending
on the daily denvative position. Fluctuations in commedity prices that lead to the
return of callatecal received and/or the posting of collateral with counterparties
negatively impact liquidity. Downgrades in the Duke Energy Regrstrants’ credit
ratings could lead ta additional cotlateral pasting rquirements. The Juke Fnergy
Registrants continually monitor derivative positions in relation to market price
activity.

Potential terrorist activities or mititary oF other actions could adversely
affect the Duke Energy Registrants’ businesses.

The continued threat of terronsm and the impact of retaliatory military
and other action by the U.S. and its allies may lead to increased political,
econemic and financial market instability and vofatility in prices for natural
gas and oil, which may have material adverse effects in ways the Duke Energy
Registrants cannot piedict at this time. n addition, future acts of terrorism and
possible reprisals as a consequence of action by the U.S. and its 2lles could be
directed agains! companies operating in the LS. or their intemational affiliates.
Information technology systems, transmission and distribution and generation
facilities such as nuclear plants could be potential targets af terrorist activities
or harmful actvities by individuals or groups. The potential for terrorism has
subjected the Duke Energy Registrants’ operations to increased risks and could
have a material adverse effect on their businesses. In particular, the Duke Energy
Registrants may experience increased capital and operating costs to implement
increased security for their informatien technology systems, transmission and
distribution and generation facilities, including nuclear power planis under the
NRC's design basis threat requirements. These increased ¢osts could inclugde
additional physical prant security and security personnel or additional capability
following a terrorist incident,

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

Information security risks have generally ingreased in recent years as a
result of the proliferation of new lechnologies and the increased sophistication
and frequency of cyberattacks and data secyrity breaches. The ubiity industry
requires the continued operation of sophisticated information technology systems
and network infrastructure, which are part of 2n interconnected regional grid.
Additionally, connectivity to the Internet coninues to increase through smart grid
and ather initiatives. Because of the critical nature of the infrastructure, increased
connectivity to the Internet and technology systems’ inherent vulnerability to
disability or failures due to hacking, viruses, acts of war or terronsm or other types
of data security breaches, the Duke Energy Registrants face a heightened risk of
cyberattack. In the event of such an attack, the Duke Energy Registrants could
(iy have business operaticns disrupted. property damaged, customer information
stolen and other private information accessed (i) experience substantial loss of
revenues, repair and restoration costs, implementation costs for additional security
measures to avert future cyberattacks and other financial loss, and (i} be subject
to increased regulation, litigation and reputatioral damage.

Failure to attract and retain an appropriately qualified workferce could
unfavorably impact the Duke Energy Registrants’ results of operations.

Certain events, such as an aging workforce, mismatch of skill set or
complement to future needs, or unavailability of contract resources may lead to
operating challengas and increased costs. The challenges incfude lack of resources,
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loss of knowledge base and the lengthy fime required for skill develepment. [n
this case, costs, including costs for contractors to replace employees, productivity
costs and safety costs, may rise. Failure to hire and adequately train replacement
employees, including the transfer of significant intemal historical knowledge

and expertise to new employees, or future availability and cost of contract labor
may adversely affect the ability to manage and operate the business, especially
considering the workforce needs associated with nuclear generation facilities.

If the Duke Energy Registrants are unahle to successfully attract and retain an
appropriately Gualdfied workforce, thew financial position or results of operations
could be negatively affected.

Duke Energy’s investments and projects iocated outside of the U.S. expase
it to risks related to flugtuations in currency rates. These risks, and Duke
Energy's activities to mitigate such risks, may adversely affect its cash
flows and results of operations.

Duke Energy's operations and investments outside the U.S. expose it to
risks related to fluctuations in currency rates. As each local currency's valug
thanges relative to the U.S. dollar, the value in U.S. dollars of Duke Energy's
assets and liabilities in such locality and the cash flows generated in such
locality, expressed in Li.S. dollars, also change. Duke Energy’s primary foreign
currency rate expasure is to the Brazilian Real.

Duke Energy selectively mitigates some risks associated with foreign
currency fluctuations by, among other things, indexing contracts to the UL.S. doliar
and/or local inflation rates, hedging through debt denominated or issued in the
foreign currency and hedging through foreign currency derivatives. These efforts,
hawever, may net be effective and, in some cases, may expose Duke Energy fo
other risks that could negatively affect its cash flows and results of operations.

The costs of retiring Duke Energy Florida’s Crystal River Unit 3 could prove
10 be more exlensive than is currently identified.

Cos!s to retire and decommission the piant could exceed estimates and,
if not recoverable through the regulatory process, could adversely affect Duke
Energy’s, Progress Energy’s and Duie Energy Flonida’s financial condition,
resulis of operations and cash fiows.

Duke Energy Ohio’s and Duke Energy Indiana’s membership in an RTQ
presents risks that could have a material agverse effect on their resuits of
aperations, financial condition and cash flows.

The rules governing the vasious regional power markets may change,
which could affect Duke Energy Ohio's and Duke Energy Indiana's costs and/
of revenues. To the degree Duke Energy Ohio and Duke Energy Indiana incur
significant additiona! fees and increased costs to participate in an RTO, their
Tesuits of operations may be impacted. Duke Energy Ohio and Duke Energy
Indiana may be allocated a portion of the cost of transmission facdities buitt
by others dus 10 thanges in RT0 dransmission raie destgn, Duke Energy Ohio
and Duke Energy Indizna may be requirad o expand their transmission system
according 1o decisions made by an RI0 rather than their own intemal planning
pracess. While RTO transmission rates were initially designed to be revenye
neutral, various proposals and proceedings currently taking place by the FERC
may cause transmission rates to change from time to time. In addition, RT0s
have been developing rules associated with the allocation and methodotogy
of assigning ¢osts associated with improved transmission reliability, reduced
transmission congestion and firm transmission rights that may have a financial
impact an Duke Energy Ohio and Duke Energy Indiana.

As members of an RT0, Duke Energy Chio and Duke Energy Indiana
are subject fo certain additional risks, incfuding those associated with the
allocation ameng RTO members, of losses caused by unreimbussed defauits
of other participants in the RTO markets and those associated with omplaint
cases filed against an RTQ that may seek refunds of revenues previously
eamned by RT0 members.
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NUCLEAR GENERATICN RISKS

Duke Energy Carolinas, Duke Energy Propress and Duke Energy Fiorida may
incur substantial costs and liabilities due ta their ownership and operation
of nuciear generating facilities.

QOwnership interest in and operation of puclear stations by Duke Energy
Carolinas, Duke Energy Progress and Duke Energy Florida subject them to
various risks, These risks include, among cther things: the potential harmful
effects on the environment and human health resulting from the operation
of nuclear facilities and the storage, handling and disposal of radioactive
materials; limitaticas on the amounts and types of insurance commercially
available to cover losses that might arise in cannection with nuclear operations,
and uncertainties with respect to the technological and financial aspects of
decommissioning nuciear planis at the end of their licensed lives.

Ownership and operation of nuclear generation facilities requires
compliance with licensing and safety-refated requirements imposed by the
NRC. In the event of non-compliance, the NRC may increase regulatory
oversight, tmpose fines, and/or shul down a unit, depending upon its
assessment of the severity of the situation. Revised secusity and safety
requiremnents promulgated by the NRC, which Cou!d be prompted by, among
other things, events within of outside of the control of Duke Enesgy Carolinas,
Duke Energy Progress and Duke Energy Florida, such as a serious nuclear
incident al a facitity pwned by a third party, could necessitate substantial
capital and other expenditures, as well as assessments 1o cover third-party
losses. In addition, if & serious nuclear incident were to occur, it coukl have a
matenal adverse effect on the results of operations and financiafl condition and
reputation of Duke Energy Carolinas, Duke Energy Progress and Duke Energy
Florida.

LIQUIDITY, CAPITAL REQUIREMENTS ARD COMMON STOCK RISKS

The Duke Energy Registrants rely on access to short-term borrowings and
longer-term capital markets to finance their capital requirements and
support their liquidity needs. Access t¢ those markets can be adversely
affected by a number of conditions, many of which are beyond the Duke
Energy Registrants’ control.

The Duke Energy Registrants’ businesses are firanced to a targe degree
through debt. The maturity and repayment profile of debt used to finance
investments often does not correlate to cash flows from their assets. Accordingly,
as a source of liquidity for capital requirements not satisfied by the cash flow
from their operations and to fund investments originally firanced through debt
instruments with disparate matucities, the Duke Energy Registrants rely an
access to short-term money markets as well as longer-term capital markats.
The Subsidiary Registrants also rely on access t short-term intercompany
borrowings. if the Duke Energy Registrants are not able to access capital at
competitive rates or at all, the ability to finance their aperations and implement
their strategy and business plan as scheduled could be adversely affected.

An inability to access capital may limit the Duke Energy Registrants’ ability to
pursue improvements or acquisitions that they may otherwise rely on for future
growth.

Market disruptions may increase the cost of barrowing or adversely
affect the ability to access one or more financial markets. Such disruptions
tould include: economit downiurns, the banwrupicy of an unrelated energy
company, capital market conditions generally, market prices for electricity and
gas, actual or threatened terrorist attacks, or the overal! health of the energy
industry. The availability of credit under Duke Energy's Master Credit Facility
depends upon the ability of the banks providing commitments under the facility
to provide funds when their abligations to do so arise. Systematic risk of the
banking system and the financial markets could prevent a bank from meeting
its obligations under the facility agreament.

¢

Duke Energy maintains a revelving credit facility to provide backup for
its commercial paper program and letters of credit to support variable rate
demand tax-exempt bonds that may be put to the Duke Energy Registrant
issuer at the option of the holder. The facility includes borrowing sublimits
for the Duke Energy Registrants, each of whom s a party to the credit tacility,
and financial covenants that limit the amount of debt that can be outstanding
as a percentage of the total capital for the specific entity. Failure to maintain
these covenanis at a particular entity could preclude Duke Energy from issuing
commercial paper or the Duke Energy Registrants frem issuing letters of credit
or hosrewing undar the Master Credit Facility.

The Duke Energy Registrants must meex ¢redit quality standards and
there is no assurance they will maintain investnient grade credit ratings.
If the Duke Energy Registrants are unable to maintain investment grade
credit ratings, they would be required under credit agreements to provide
collateral in the form of letters of credit or cash, which may materially
adversely affect their liquidity.

Each of the Duke Energy Registrants’ senior fong-term debt issuances is
currently rated investment grade Dy varicus rating agenties. The Duke Energy
Registrants cannot ensure their senior fong-term debt will be rated investment
grade in the future.

I the rating agencies were to rate the Duke Energy Registrants below
investment grade, borrowing costs would increase, perhaps significantly.

In additian, the patential pool of investars and funding sourcas would likely
degrease. Further, if the short-term debt rating were to fall, access to the
commercial paper market could be significantly hmited. A reduction n liquidity
and horrowing availability could ultimately impact the ability to indefinitely
reinvest prospective undistributed earnings generated by Duke Energy’s foreign
subsidiaries, which could resuit in significant income taxes that would have a
material effect on its results of operations.

A downgrade belew investment grade could also require the posting of
additional collateral in the form of letters of credit or cash under varipus credit,
commedity and capacity agreements and trigger termination clauses in some
interest rate derivative agreements, which would require cash payments. All
ol these events would likety reduce the Duke Energy Registrants’ Yiquidity and
profitatulity and could have a material effect on their financial position, results of
operations or cash flows.

Non-compliance with debt covenants or conditions could adversely affect
the Duke Energy Registrants’ ability 1o execute future borrowings.

The Duke Energy Registrants’ debt and credit agreements contain
various financial and ether covenants. Failure to meet those covenants beyond
applicable grace periods could result in accelerated due dates and/or termination
of the agreements.

Market performance and other changes may decreass the vahie of

the NDTF investments of Duke Energy Carclinas, Duke Energy Progress
and Duke Energy Florida, which then could require significant additional
funding.

Ownership and operation of nuclear generation fachities aiso requires the
maintenance of funded trusts that are intended to pay for the decommissioning
costs of the respective nuclear power plants, The performance of the capital
markets affects the values of the assets held in rust to satisfy these future
cbligations. Duke Energy Carolinas, Duke Energy Progress and Duke Energy
Florida have significant obligations in this area and hoid significant assets in
these trusts. These assets are subject to market fluctuations and will yield
uncertain returns, which may fail below projected rates of retura. Aithough
a number of factors impact funding requirements, a decline in the market
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value of the assets may ingrease the funding reguirements of the obligaticns
for decommissioning nuclear plants. If Duke Energy Carclinas, Duke Energy
Progress and Duke Energy Florida are unable to successfully manage their NDTF
assets, their financial condition, results of operations and cash flows could be
negatively affected.

Poor investment performance of the Duke Energy pension plan holdings
and other factors impacting pension plan costs could unfavorably impact
the Duke Energy Registrants' liquidity and results of operations.

The costs of providing non-contributory defined benefit pension plans
are dependent upon a number of factors, such as the rates of return on plan

ITEM 1B. UNRESOLVED STAFF COMMENTS

assets, discount rates, the level of interest rates used to measure the required
minimum funding levels of the plans, future gavernment regulation and required
or voluntary contributions made to the plans. The Subsidiary Registrants

are allocated their propertionate share of the cost and abligations fefated to
these plans. Without sustained growth in the pension investments over time

to increase the value of plan assets and, depending upon the other factors
impacting costs as listed above, Duke Energy could be required to fund its
plans with significant amounts of cash. Such cash funding obligations, and the
Subsidiary Registrants’ proportionate share of such cash funding obligations,
could have a material impact on the Duke Energy Registrants’ financial position,
results of operations or cash flows.

None.
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ITEM 2. PROPERTIES

REGULATED UTILITIES

The foflowing table provides information related to Regulated Utilities” electric generation stations as of December 31, 2014. The MW displayed in the table

below aré based oR summer capacity,

Total MW Owned MW Dwnership
Facility Plani Typa Primary Fuel Location Capacity Capacity Interost
Duke Energy Carolinas
{conee Nuctear Yranium 3 7554 2554 160%
Catawba™ Kuclear Uraniym sC 2,290 441 15.25
McGuire Nuclear Uranium NC 2.218 2.278 100
Belews Creek Fossil Steam Coal NC 2.220 2.220 100
Marshall Fossil Steam Coat NC 2,078 2078 100
iE. Rogers Fossil Steam Coat NC 1395 1,386 100
Bad Creek Hydro Water SC 1.360 1.360 100
Lingaln Combustion Turbine Gas/0il NC 1,267 1267 100
Allen Fossil Steam Coal NC L127 1127 100
Rockingham Combustion Turbine Gas/0il NC B25 825 100
Jocassee Hydro Water SC 780 780 100
Dag, River Combuned Cycle Gas, NG 631 837 100
Buck Combined Cycle Gas NG 631 631 100
Mill Creek Combustion Turbing Gas/0il SC 596 595 100
Cowans Ford Hydro Water NG 325 325 100
WS Lee Fossil Steam Coal 5C b¥i] 170 100
Keowee Hydro Water 5C 152 152 100
WS, Lee Combustion Turtune Gas/Dil 5C & 82 100
Distnbuted generation Renewatle Solar NC 4 4 100
Qtner small fiydro {25 plants) Hydro Water NG/SC 666 133 100
Total Duke Energy Carolinas 71433 19,589
Duke Energy Prograss
Roxboro'™ = Fossil Steam Coal NC 2433 2343 96.30%
Brunswick* Nuclear Uranivm NG 1870 1527 BL.&7
Smith Combined Cycle Gas/0it NC 1,088 1,088 100
Harrig™ Nuctear Lranium NC 928 778 8383
HF Leg Combined Cycle Gas/0il NC 916 916 100
Wayne County Combustion Turbine Gas/0il NC 863 863 100
Darlington Combustion Turbing Gas/il SC 787 787 100
Smith Combustion Turbine Gas/Dil NC 784 784 100
Robingon Nuglear Uranium SC 741 741 100
Mayp® Fossil Steam Coal NC 127 609 8383
L.y Sutton Combined Cycle Gas/Dil NC 622 522 100
Asheville Fossit Steam Coal NC 378 376 100
Asheville Combustion Turtune Gas/Qil NC ki 324 100
Weatherspoon Combustion Turbing Gas/Qil NG 128 128 100
Walters Hydro Water NC 112 112 100
LY Sutton Combustion Turbing Gas/Qil NC 61 61 100
Blewett Combustion Turbine Git NC 52 52 100
QOther small hydro (3 plants} Hydro Water NC 110 110 100
Total Puke Energy Progress 12,922 12,221
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Total MW Dwned MW Ownership
Facility Plant Type Primary Fusl Location Capacity Capacity Intarest
Duka Energy Florida
Crystal River Fossil Steam Coal FL 2291 2291 100%
Hines Cambined Cycle Gas/0il Fi. 1812 1912 100
Bartow Combined Cycle Gas/il L 1.074 1074 100
Anclote Fossil Steam Gas FL 991 991 100
Intercession Cty'® Combustion Turbine Gas/0il FL 986 986 {d)
DeBary Combustion Turbine Gas/Git FL 637 637 100
Tiger Bay Combined Cycle Gas/il FL 205 205 100
Bartow Combustion Turbine Gas/0it FL 177 177 100
Baybaro Combustion Turbine Ol FL 174 M 100
Suwannee River Combustion Turbine Gas FL 155 155 100
Turner Combustion Turking on FL 131 m 100
Suwannee River Fossil Steam Gas/Qil L 128 128 100
Higains Combustion Turbine Gas/Oi FL 105 108 100
Avon Park Combustion Turbine Gas/01l FL 43 43 100
University of Florida Cogeneration Combustion Turtane Gas fL 46 48 100
Rio Pinar Combustion Turbine il FL 12 12 100
Total Duke Energy Florida 8,072 94072
Duka Enargy Ohie
East Bend Fossil Steam Coal K 800 50D 100%
Woodsdale Combustion Turbine Gas/Propane OH 462 162 100
Miami Fort (Unit 6) Fossil Steam Coal OH 163 163 100
Total Duke Energy Ohio 1,225 1225
Duk# Energy Indiana
Gidson' Fossil Steam Coal IN 3132 2822 90.10%
Cayuga™ Fossit Steam Coal/Cil IN 1.005 1.005 100
Wabash Rivert Fossil Steam Coal/0il IN 676 676 100
Edwardsport Fossil Steam Coal IN 595 595 100
Madison Combustion Turbing Gas OH 576 576 100
Vermillion™ Combustion Turhing Gas N 568 355 62 50
Wheatland Combustion Turbine Gas N 460 460 100
Noblesyille Combined Cycle Gas/Cil IN 283 285 100
Gallagher Fossil Steam Coal IN 280 280 100
Henry County Combustion Turtine Gas/0il IN 129 129 100
Cayuga Combustion Turbing Gas/Gil IN 93 99 100
Connersville Combustion Turkine Qi IN 86 86 100
Miami Wabash Combustron Turbing Qil IN 80 80 100
Markland Hydro Water IN 45 45 100
Total Duke Energy Indiana 8,016 7483
Total Regulated Utilities 52613 43,500
Totals By Plant Type
Nuclear 10,661 8.319
Fossil Steam 20,388 19.870
Combined Cycle 7370 7.370
Combustion Turbme 10.700 10487
Hydro 3.550 3550
Renewable 4 4
Total Regulated Dtilities 32,673 49,600

{a) Jointly owned with North Carohina Municspal Pawer Agency Numbe: 1. North Caroina Electne Membership Corporation ard Predmont Municipal Power Agency

{b) Duke Energy Progress owns and operates Raxbarc Station Units 1-3 and owns 87 06 percent of. and operates. Umit 4
{0} Jontiy owned with North Carolina Easten Municipal Power Agency (NCEMPA) Duke Energy Progress executed an agreement  September 2014 1o purchase NCEMPA's ownership intesest in these faciities For adcitionat

wformation see Hote 2 o the Consohdated Fmancral Stalerments, “Acquishions, Dispesibens and Sales of Other Assets ™

{d)  Duke Energy Florida owns and aperates intercession Gity Station Units [-10 and 12-14 Uit 11 15 jointly owned with Georgia Power Comgany (GPC) GPC has the exclusive right to the output of this unit durng the months of

June through September Duke Energy Florida has the exciusve nght to the output of this urt for the remainder of the year

{e}  Duke Energy Inthana pwns and operates Gibson Staton Units 1-4 and gwns 50 05 percent of, and operates, Unit § Unit 5 15 jountly owned with Wabash Valley Power Assotiation, Inc and Indiana Mumicipal Power Agency

) Inciudes Cayuga Internal Combustian {IC)

{g) Includes Wabash Rwer iC

() Jomtly owned with Wabash Valtey Pawer Association

22



PARTI

The following table provides information related to Regulated Ulilities’ electric transmission and distribution preperties as of December 31, 2014.

Duke Duke  Ouke Duke  Duke Total
Energy  Energy Energy Energy Energy Regulated
Carolinas Progress Florida  Ohio Indiana  Utilities

Electric Transmission Lings
Miles of 500 to 525 Klovolt (kv) 600 00 200 — — 1100
Miles of 345 kv — — — 1,000 700 1,700
Miles of 230 kv 2600 3400 1700 — 700 £.400
Miles of 100 to 161 k¥ 62800 2600 1000 700 1400 12.500
Miles of 13 to 69 k¥ 3,100 — 2300 800 2500 8,700
Total conductor miles of electric transmission lines 13100 6300 5200 2500 5300 32400

Flectri¢ Distribution Lines

Miles of overhead lines 66600 44500 24100 13800 22500 171600
Miles of underground line 36000 23400 17700 5700 8500 91.300
Total conductor miles of electric gistnbutian lines 102500 68000 41800 19500 31000 262800
Number of electnc transmission and distnbution substations 1.500 500 500 300 500 3300
Miles of gas mains — - — .0 — 7200
Miles of gas service lines — — — 6200 — 6200

Substantially alt of Regulated Utilities’ electric plant in service is mortgaged under indentures refating to Duke Energy Carolinas’, Duke Energy Progress’, Duke

Energy Florida's, Duke Energy Chio’s and Duke Energy Indiana’s vanous senies of First Mortgage Bonds.

INTERNATIONAL ENERGY

The fellowing table provides additional information related to International Energy's efectric generation stations as of December 31, 2014. The MW displayed in

the table below are based on summer capacity.

Total MW Owned MW Ownarship
Facility Primary Fuel Locatign Capacity Capacity Interest
DEI Brazil® Water Brazi 27274 2,089 2%
Egenor Water Peru 357 357 100
Cerros Colorados Water/Gas Argentina 576 524 91
DE) Chile Water/Diesel Chile 362 362 100
DEI El Salvador Qii/Diesel El Salvador n 293 90
DEI Guatemala Qil/DieselCoal Guatemala 361 361 100
Electroguil Diesel Ecuador 192 163 85
Aguayha Gas Peru 192 192 100
Total International Energy 4638 4,341

(2} Includes Canoas | and l. which arg jointly pwned with Campanhia Brasilewa de Aluminig a5 well as the whalty awned Paimerras and Retire small hydro plants

International Energy also owns a 25 percent equity interest in NMC. In 2014, NMC produced approximately 921,800 metric tons of methanol and approximately

1.1 million metric tons of MTBE. Approximately 40 percent of methanal is normally used in the MTBE praduction.
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COMMERCIAL POWER

The following table provides information related to Commercial Pawer’s electric generation facilities as of December 31, 2014. The MW displayed in the table

below are based on surmmer capacity.

Total MW Owned MW Ownership
Facility Plant Typa Primary Fuet Location Capacity Capacity Intergst
Duke Energy Renewables
Las Vientos Windpower Renewable Wind ™ 402 402 100%
Top of the World Renewable Wind WY 200 200 100
Notrees Renewable Wind ™ 153 1583 100
Campbell Hill Renewabie Wind WY 99 99 100
Narth Allegheny Renewable Wind FA 70 70 100
Laurel Hill Wind Energy Rengwable Wind PA 69 69 100
Ocatille Renewable Wind ™ 58 58 100
Kit Carson Renewable Wind (&) 51 51 100
Silver Sage Renewable Wind WY 42 42 100
Happy Jack Renewable Wing WY ] 29 100
Shirey Renewable Wind Wi 0 20 100
Highlander Renewable Solar CA 21 21 100
Dogwood Renewable Solar NC 20 20 100
Halifax Airport Renewable Solar NC 20 20 100
Colonial Eagle — Pasguatank Renewabie Salar NC i 20 100
Bagdad Renewable Solar M 15 15 100
TX Solar Renewable Salar T 13 14 100
Washington White Fost Rengwabie Solar NC 12 12 100
Dther small solar Renewable Solar Vanious 54 5 100
Total Duke Energy Renswables 13710 1310
Duke Energy Chio
Stuara Fossil Steam Coal OH 2.308 900 39%
Zimmer Fossil Steam Coal O 1300 605 455
Hanging Rock Cambrned Cycle Gas OH 1.226 1226 100
Miam: Fort (Units 7 and 8)= Fossil Steam Coal OH 1.020 652 64
Conesvillg:s Fossil Steam Coal OH 780 312 40
Washington Cambined Cycte Gas OH 617 617 100
Fayette Combined Cycle Gas PA 614 614 100
Kiligntass Fossil Steam Coa CH 600 198 3
Lee Combustion Turhine Gas L 568 568 100
Dick’s Creek Combustion Turbing fas OH 136 136 100
Miami Fort Combustion Turbine Qi OH 56 56 100
Total Duke Energy Ohio® 9,225 5,584
Totals By Facility Type
Renewahle - Wind 1,154 1,134
Renewable — Solar 176 176
Fossil Steam 6,008 2,667
Combined Cycle 2457 2457
Combustion Turbine 760 160
Total Commercial Power 10,595 1,254

{2} Jointly owned with Amencan Electrc Power Generation Resources and/or The Dayton Pawer & Light Company
(5} Facility 15 not cperated by Duke Energy Ohio
{t)  Duke Energy OMo faciities are included in the Thsposal Group as of December 31, 2014

In addition to the above facilities, Commercial Power owns an equity interest in the 585 MW capacity Sweetwater wind projects located in Texas, the 299 MW
capacity DS Cornerstone wind projects lecated in Kansas and the 17 MW capacity INDU Solar Holding Joint Venture. Commercial Fower's ownership share is 442 MW

of capacity in these projects.
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OTHER

Duke Energy owns approximately 5.2 million square feet and leases 2.9 milfion square feet of corporate, regional and district office space spread throughout its

service terntories and in Houston, Texas.

[TEM 3. LEGAL PROCEEDINGS

For information regarding legal proceedings, including regulatery and
environmental matters, see Note 4 o the Consolidated Financial Statements,
“Regulatory Matters™ and Note 5 to the Consolidated Financial Statements,
"Commitments and Contingencies - Litigation™ and “Commitments and
Coatingencies — Envircnmental,”

Yirginia Depariment of Environmental Quality Civil Enforcement

Duke Energy Caralinas and the Virginia Department of Environmental
Quality are in negotiations regarding civil enforcement against Duke Energy
Carokinas related to the February 2, 2014, coal ash release from Duke Energy
Carolinas’ Dan River Steam Station. Monetary sanctions in excess of $100,000
appear likely.

Brazilian Transmission Fee Asseéssments

On July 16, 2008, Duke Energy Iaternational Geracao Paranapanema S.A.
(DEIGP) filed a lawsuit in the Brazilian federal court challenging transmission
fee assessments imposed under two new respiutions promuigated by the
Brazilian electricity regulatary agency (ANEEL} (collectively, the Resclutions).
The Resolutions purport ta impose additional transmission fees on generation
companies located in the State of Sao Paulo for utilization of the electric
transmission system. The fees were retroactive to July 1, 2004, and effective
through June 30, 2009. DEIGP's original assessment under these Resolutions
amounts to approximately $56 million inclusive of interest through December
2014, Pending resolution of this dispute on the merits, DEIGP deposited the
disputed portion, approximately $19 million, ¢f the assessment into a court-

monitored escrow, and paid the undisputed partion to the distribution companies.

In a decision published on Octaber 2, 2013, the trial court affirmed an additicnal
fine imposed by ANEEL in the amount of $3 million for DE!GP's faifure to pay

the disputed portion of the assessment. The $9 million was also deposited

into a court-monitored escrow. In December 2014, the trial ceurt ruled in favor
of DEIGP on the mesits of the original assessment. The merits of the eriginal

ITEM 4. MINE SAFETY DISCLOSURES

assessment and fing, as well as the contradiction between the trial court’s ruling
in favor of DEIGP on the original assessmert but against DEIGP on its afleged
failure 10 timely pay that assessment, will be addressed en appeal.

Brazilian Regwatory Citations

In September 2007, the State Environmental Agency of Parana (IAP)
assessed seven fings against DEIGF totaling $15 million for failure to comply
with reforestation measures allegedly required by state regulations in Brazil.
DEIGP has challenged the fines in administrative and judicial proceedings. Two of
the seven fines have subsequently been dismissed or otherwise resclved in favor
of DEIGP A third fine was determined legitimate by the trial court, but is under
appeal. The remaining fines are pending.

Additicnally, DEIGP was assessed thres fines by Brazil Institute of
Environment and Renewable Natural Resources (IBAMA) for improper
maintenance of existing reforested areas. One of these fines was determined
legitimate by the trial court and is under appeal. The others are pending. The
total current IBAMA assessment is approximately $500,000. DEIGP believes that
it has properly maintained afl reforested areas and has challenged the IBAMA
assessments.

Gibson Notice of Violations

Pursuant to Notices of Viclation dated June 23, 2011 and July 16, 2013,
the EPA has asserted that, on several occasions between August 1, 2008
through March 31, 2013, Duke Energy Indiana's Gibson steam station violated
apacity limits contained in its Title V permit. Duke Energy Indiana entered into a
seftiement agreement with the EPA in the fourth quarter of 2014, which required
paymen! of  civil penafty of $199,000.

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

Duke Energy’s commen stock is listed for trading on the New York Stock Exchange (NYSE) (ticker symbol DUK). As of February 24, 2015, there were
approximately 172,448 common stockholders of record.

Comman Stock Data by Quarter

2014 2013
Stock Price Stack Price
Range™® Range'
Dividends Dividends
Declared Declared
Per Shara High Low  PerShare gy Low
First Quarter $0.780  $ 7287  $67.05 $0.765 $7268  $6444
Second Quarter™ 0.780 7513 68.81 1.545 15.46 54 52
Thirg Quarter 0.795 5.2 6948 — 12.01 6416
Fourth Quarter 0.795 §7.29 1433 0.780 13.53 66 05
{a) Stock prices represent the intra-day high and low slock prce
{b)  Two diwdends were declared in the second quarter of 2013 The first was $0 763 per share and the secand was $0 78 per share
Duke Energy expects to continug its poficy of paying regular cash Duke Energy's operating subsidiaries have certain restrictions on their

dividends; however, there is no assurance as 1o the amount of future dividends ability to transfer funds in the form of dividends or loans to Duke Energy. See
as they depend on future earnings, capital requirements, and financial condition,  Note 4 to the Consolidated Finangial Statements, “Regulatory Matters™ for
and are subject to declaration by the Duke Energy Board of Diectors. further information regarding these restrictions.

Securities Autharized for lssuance Under Equity Compensation Plans

Duke Energy will provide information that is responsive to this Item 5 in its definitive proxy statement or in an amendment to this Annual Report not later
than 120 days after the end of the fiscal year covered by this Annual Report, in either case undes the captian "Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters,” and possibly elsewhere therein. That information is incorporated in this Item 5 by reference.

Issuer Purchases of Equity Securities for Fourth Quarter of 2014

There were no repurchases of equity securities during the fourth guarter of 2014.
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Stock Performance Graph

The performance graph below tllustrates a five-year comparisen of cumulative total returns of Duke Energy Corporation common stock, as compared with the
S&P 500 Stock Index and the Philadelphia Litility Index for the five-year period 2009 through 2014.

This performance graph assumes an initial investment of $100 invested on December 31, 2009, in Duke Energy common stock, in the S&P 507 Stock Index and
in the Philadelphia Utility tndex and that afl dividends are reinvested.
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—&— Duke Energy Corporation —{— S&P 500 Index Philadelphia Utility Index

NYSE CEQ Certification

Duke Energy has filed the certification of its Chief Executive Officer and Chief Financial Officer pursuant te Section 302 of the Sarbanes-Oxley Act of 2002 as
exhibits to this Annual Repart on Form 10-K for the year ended December 31, 2014.
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ITEM 6. SELECTED FINANCIAL DATA

{in millions, except per shara amounts} 20149 20139 2012 mnie 2010¢¢
Statement of Qperations'™
Total operating revenues $ 23925 $22756 17912 $I2aA12  $12220
Operating income 5,258 4854 9 247% 2444
income from cominuing operations 2,485 2590 1511 1508 1481
(Lass) Income From Discontinued Operations, net of tax (576} 86 171 206 (157
Net income 1889 2,676 1.787 1714 1324
Net income attributabie to Duke Engrgy Corparation 1883 2 565 1.768 1706 1320
Comman Stock Data
Income from contiuing operations attributable to Duke Energy Corporation commen shareholders™
Basic $ 34 § 364 § 277 % 33 § 3M
Diluted 346 363 2717 334 133
{Loss) Income from discontinued operations attributable to Duke Energy Corporation common shareholders
Basic $ 080 § 013 5 030 3 040 § (030
Dituted {0.80) 013 030 043 033
Net income attribitable to Duke Energy Corparation common shargholders™
Basic $ 266 § 377 % 307 § 383 0§ 300
Diluted 266 376 307 383 3.00
Dwidends declared per common share™ 315 am 303 297 291
Balance Shest
Total assets 4120709  $114779  $11385  $62526  $59.0%0
Long-1etm gebd including capial leases and redeemable preferred stoek of subsidianes, less current matunties 37,13 38.152 36,484 1B579 1793

{a) Swgnificant transactions refiected in thé results above include (1) 2014 mpairment of the Disposal Graup (see Note 2 to the Consalidated Financial Statements, “Acquisitons Dispesmians and Sales of Other Assets™). (n)
2014 incremental tax expense resutting from the decision to repatniate 2 cumulative histoncal undistributed foregn earnings {see Note 22 Lo the Cansolidated Financial Statements, “tncome Taxes™, () 2014 increase in the
ihgahan reserve related fp the cnminal investigation of the Dan River coal ash spil (see Note § Lo the Consolidated Financial Statements “Cammuiments and Contingencies ). (v) 2013 charges related to Crystal River Unit 3
and nulear development costs (see Notes 4 and 25 to the Consalidated Financral Stalements “Regulatory Matters™ and ~Quartesly Fnancial Data”, respectively), (v) the 2012 merges with Progress Energy {see Note 2 to the
Consalidaled Finangial Statements. “A¢quisibons, Dispasitions and Sales of (tther Assets ™), ) 2012 and 2011 pretax impairment and other charges related i the Fawargsport integrated Gastfication Combined Cytle {IGCC
project of $628 million ang $222 millign. respectively. and (v} 2010 pretax impamment of goodwill and other assets of $560 million

{t)

spiit had been etective at the beginong of the earhesl period presented

{c

On luly 2, 2012, immediately priof to the merger with Progress Energy, Duke Energy executed a one-far-thiee reverse stock split All share and earnings per share amounts are presented as f the ene-for-three reverse sfock

Operating results refiect reclassitications due to the impact of discontinued operatians {see Note 2 1o the Consohdated Financial Statements “Acquisiions. Dispositions and Sales of (ther Assets”)

{TEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Management's Discussion and Analysis includes financial information
prepared in accordance with generally accepled accounting principles (GAAP)
in the United States {U.S.), as well as certain non-GAAP financial measures
such as adjusted earnings, adjusted earnings per share and adjusted segment
income, discussed below. Generally. a non-GAAP financial measure is 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 calcutated and presented in accordance with
GAAP The non-GAAP finangial measures should be viewed as a supplement to,
and not a substitute for, financial measures presented in accordance with GAAP
Non-GAAP measures as presented herein may rot be comparable to similarly
titled measures used by other copanies.

The following combined Management's Discussion and Analysis of
Financial Condition and Results of Operations is separately filed by Duke Energy
Comoration (collectivaly with its Subsidiaries, Duke Energy} and its subsidiaries
Duke Energy Carolinas, LLC ¢Duke Energy Carolinas), Progress Energy, Inc.
(Progress Energy), Duke Energy Progress, Inc. {Duke Energy Progress), Duke
Energy Florida, Inc. (Duke Energy Florida), Duke Energy Ohio, Inc. (Duke Energy
Ohio) and Duke Energy Indiana, Inc. {Duke Energy Indiana) (callectively referred
to as the Subsidiary Registrants}. However, none of the registrants makes any
representation as to information related solely to Duke Energy or the Subsidiary
Registrants of Duke Energy other than itself.

DUKE ENERGY

Duke Energy is an energy company headquartered in Charlotte, North
Carclina. Dyke Energy operates in the U.S. primarily through its wholly owned
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subsidiares, Duke Energy Carolinas, Duke Energy Progress, Duke Energy Florida,
Duke Energy Ohio, and Duke Energy Indiana, as well as i Latin America.

When discussing Duke Energy's consolidated financial information. it
necessarily includes the results of the Subsidiary Registrants, which. along with
Duke Energy, are collective!y referred to as the Duke Energy Registrants.

Management’s Discussion and Analysis should be read in conjuncticn
with the Consclidated Financial Statements and Notes for the years ended
December 31, 2014, 2013 and 2012.

Executive Overview

MERGER WITH PROGRESS ENERGY

On July 2, 2012, Duke Energy merged with Progress Energy, with Duke
Energy continuing as the surviving corporation, and Progress Energy becoming
a wholly owned subsidiary of Duke Energy. Duke Energy Progress and Duke
Energy Florida, Progress Energy’s regufated utility subsidsaries, are now indirect
wholly owned subsidiaries of Duke Energy. Duke Energy’s consolidated financial
statements include Progress Energy, Duke Energy Progress and Duke Energy
Florida activity beginning July 2, 2012

Immediately preceding the merger, Duke Energy completed a one-for-three
reverse stock sphit with respect to the issued and outstanding shares of Duke
Energy common stock. Alf share and per share amounts presented herein reflect
the impact of the one-for-three reverse stack split.

For additional information on the details of this fransaction including
regulatory conditions and accounting implications, see Note 2 to the
Consolidated Financial Statements, “Acquisitions, Dispositions and Sales of
Cther Assets.”
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DISPOSITION OF THE NONREGULATED MIDWEST GENERATION BUSINESS

On August 21, 2014, Duke Energy entered inta a purchase sale agreement
(PSA) to sell its nonregulated Midwest generation business and Duke Energy
Retail Sales LLC {Disposal Group} 1o Dynegy Inc. (Dynegy) for approximately $2.8
billion in cash subject to adjustments at closing for changes in working capital
ant capital expenditures. The completion of the transaction, conditioned on
approval by Federal Energy Regulatory Commissions (FERC), is expected by the
end of the second quartes of 2015,

for additional information on the details of this transaction including
regulatory conditions and accounting implications, see Note 2 to the
Consolidated Financial Statements, “Acquisitions, Dispositions and Sales of
Other Assets,”

2024 FINANCIAL RESULTS

The following table summarizes adjusted earnings and net income
aftributable to Duke Energy.

Yaars Ended December 31,
2014 013 2012

(in millions, Per Per Par
except per diluted diluted dituted
share amounts) Amount  share Amount  share Amount  share
Adjusted

eamings's $3218 $455 $3080 $436 § 2489 § 433
Net income

attributable to

Duke Energy $1883 $266 $2665 $376 § 1768 307

{a} See Results of Operations befow for Duke Energy’s defuntion of adiusted eainngs and adjusted earnmgs
per diluted share as well as a reconcibalion of this nan-GAAP finangial measure to net ncome attributable
to Duke Energy and net mcome attibutable to Duke Energy per dduted share

Adjusted earnings increased from 2013 to 2014 primanly due to the
impact of the revised rates and favorable weather, partially offset by higher
depreciation and amortization expense. Adjusted earnings increased from
2012 to 2013 primarily due to the inclusion of a full year of Progress Energy
results in 2013, the impact of the revised rates. net of higher depreciation and
amortization expense and lower aliowance for funds used during construction
(AFUDC).

See “Results of Gperations” below for a detailed discussion of the
consolidated results of operations, as well as a detailed discussion of financial
results for each of Duke Energy's reportable business segments, as well as
Other.

2014 AREAS OF FOCUS AND ACCOMPLISHMENTS

In 2014, Duke Energy focused on achieving financial objectives, completing
important strategic initiatives, including the agreement to sell the nonregulated
Midwest Generation business and completion of a stralegic review of the
international business, advancing a platform of grawth initiatives, operational
excellence, and the sirengthening of coal ash management practices and plans
to accelerate basin closure strategies resulting from the Dan River coal ash spill.

Sale of the Midwest Generation Business. In 2014, Duke Energy
entered into a PSA to sell the Disposal Group to Dynegy for approximately
$2.8 billion. This decision supports Duke Energy's strategy to focus investments
on businesses with more predictable and less volatile eamings.

International Energy Operations. Duke Energy completed the strategic
review of the international operations. As a result of the review, Duke Energy
determineq it is in the shareholders’ best interest, at the present time, to
continue to owr, operate and create value through portfolio optimization and
efficiency in the international operations. In additicn, Duke Energy declared a
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taxabie dividend of historical foreign eamings in the form of notes payable that
will result in the repatriation of approximately $2.7 billion of cash held and
expected to be generated by International Energy over a period of up to eight
years, The cash will help support the dividend and growth in the investment
portfolio of the domestic businesses.

Growth Initiatives. In 2014, Duke Energy announced new growih
initiatives representing a fotal investment of approximately §8 billion. These
initiatives include:

* Duke Energy Indiara proposed transmission and distribution
infrastructure improvement totaling $1.9 billion.

* Duke Energy Flonda proposed approximately $1.8 biliin investment
in three new generation projects, a combined-cycle plant in Citrus
County, an uprate plan at the Hines Energy Complex, (Hines) facility and
acquisition of the Osprey plant from Calping Cerporation (Calpine).

* Duke Energy Progress proposed the acquisiticn of North Carclina Eastern
Munic:pal Pawer Agency's (NCEMPA} cwnership interest in some of
Duke Energy Piogress's existing nuclear and toal generation and the
acquisition of solar projects in eastern North Carolinas for a total
amount of approximately $1.2 billion.

* Duke Energy Carolinas proposed constructiort of 3 combined-cycle
natural gas plant at the William States Lee generation facility at a cost
of approximately $600 million.

* Commercial Pawer proposed construction of the Atlantic Coast Pipeline
for a total investment of approximately 32 billion.

Operational Excelence of the Nuclear Fleet. Duke Energy's nuclear
fleet set a company secord for total electricity production and demonstrated a
combined capacity factor af approximately 93 percent, the 16th consecutive year
above 90 percent on this plant retiaility measure.

Deliver Merger Benefits. Duke Energy continues to focus on realizing
benefits of the merger with Progress Energy. Duke Energy is on-track to achieve
the $687 million of guaranteed savings for customers in the Carolinas over
five years. After two and a half years, Duke Energy Carolinas and Duke Energy
Progress have generated over 60 percent of the guaranteed fued and joint
dispatch savings. In total 85 percent of the guaranteed benefit has been locked-
in or delivered to Duke Energy’s customers in the Carolinas.

Dan River Coal Ash Spill and Other Coal Ash Management. Duke
Energy has improved coal ash practices and accelerated plans to close its
ash basins. Comprehensive engineering reviews were completed at each of
{he ash hasins, and a central internal organization was formed to manage
all coal combustion products, Duke Energy alsc established an independent
national Coal Ash Management Advisory Board fe he!p guide company strategy.
Excavation plans have been filed for four high priority sites identified in
connection with Narth Carelina coal ash management enacted in 2014 — Dan
River, Asheville, Riverbend and L.V. Suttan combined cycle facility {Sutton).
Excavation plans have also been filed for the W.S. Lee site in South Carolina, and
work is progressing on closure plans for the other ten North Carolina sites.

On February 20, 2015, Duke Energy Carolinas, Duke Energy Progress and
Duke Energy Business Services LLC (DERS), a wholly owned subsidiary of Duke
Energy, each entered into a Memorardum of Plea Agreement (Plea Agreements)
in connection with an investigation initiated by the USDOJ. The Plea Agreements
are subject to the approval of the United States District Court for the Eastemn
District of Narth Carclina and, if approved, will end the grand jury investigation
related 1o the Dan River ash basin refease and the management of coal ash
basins at 14 plants in North Carolina with coal ash basins.
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Under the Plea Agreements, the USDOJ charged DEBS and Duke Energy
Progress with four misdemeanor CWA violations related to violations at Duke
Energy Progress’ H.F. Lee Steam Electric Plant, Cape Fear Steam Electric Plant
and Asheville Steam Electric Generating Plant. The United States Department
0f Justice charged Duke Energy Carolinas and DEBS with five misdemeanor
Clean Water Act violations related to violations at Duke Energy Carcfinas’ Dan
River Steam Station and Riverbend Steam Staticn. DEBS, Duke Energy Carofinas
and Duke Energy Prograss alsa agread (i) to a five-year probation periad. (i} to
pay a total of approximately $68 million in fines and restitution and $34 miltion
for community service and mitigation (the Payments), and (i) to establish
environmental compliance plans subject to the eversight of a court-appointed
monitor paid for by the companies for the duration of the probation period (iii) for
Duke Energy Carolinas and Duke Energy Progress each to maintain $250 millkon
under thew Master Credit Facility as security ie meet their obligations under
the Pleas Agreements, in addition to certain other conditions set out in the Plea
Agresments. Payments under the Plea Agreements will be bome by sharehalders
and are not tax deductible. Duke Energy Cerporation has agreed 1o issue a
guarantee of all payments and performance due from the Companies, including
but not limited to payments for fines, restitution, community service, mitigation
and the funding of, and abligations under, the environmental compliance plans.
As a result of the Plea Agreements, Duke Energy Carolinas and Duke Energy
Progress recognized charges of $72 million and $30 million, respectively, in the
fourth quarter of 2014. The amounts are recorded in Operation, maintenance and
other on the Consolidated Statements of Operations and Comprehensive income.

Duke Energy Objectives — 2015 and Beyend

Duke Energy is committed to creating value and trust, while transforming
our energy future. Primary objectives for 2015 are:

« Growing and adapting the business and achieving financial abjectives,
including delivering on the 2015 adjusted diluted earnings per share
(EPS) guidance range of $4.55 to $4.75, and advancing viable future
growth opportunities for regulated and nearegulated businesses

« Excelling in safety, operational performance and environmental
stewardship

+ Developing and engaging employees, while strengthening leadership

= Improving the lives of our customers and the vitality of cur communities

Complete the Sale of the Nonregulated Midwest Generation
Business. In January 2015, FERC requested aditional information regarding the
proposed sale of the nonregulated Midwest Generation business. The parties o
the transaction responded to FERC on February 6, 2015, and the comment period
expired on February 23, 2015. FERC approval is the final segulatory approval
required to close the transaction, which is expected by the end of the second
quarter of 2015,

Proceeds from the sale are expected to be deployed to recapitalize Duke
£nergy in a balanced manner, with a combination of an accelerated share
repurchase and recuctions in kolding company debt. However, this plan could
change depending on circumstances at the time of closing,

Growth Initiatives. Duke Energy will continue to pursue regulatory,
state and federal approval of the growth projects. These projects will support
long-term adjusted earnings growth of 4 to 6 percent and support Duke Energy's
ahility to continue providing its customers affordable, reliable energy from an
increasingly diverse generation portfolio.

In the Regulated Utitities business, Duke Energy does not anticipate any
significant base rate cases through 2017. Growth is expected to be supported
by retail and wholesale lead growth and significant investments. Duke Energy
expects o invest between $4 billion and $5 billion annually in Regulated
business growth prajects. Many of these projects will be recovered through riders
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such as transmission and distribution expenditures in Indiana and Ohio, as well
as the Crystal River Unit 3 rider in Florida and energy efficiency riders in the
Carolinas. The regulated wholesale business is expected to grow in 2015,

The Commercial Power renewables business is a significant component
of the Duke Energy growth strategy. Renewable projects enable Duke Energy
to respond to customer interest in clean tech while increasing diversity in the
generation pertfolio. The portfolio of wind and solar is expected to continue
grawing as batween $1 billion and $2 billion is depioyed over the next three
years. Additionally, investments in the Atiantic Coast pipeline adds approximately
$1 billion of capital spending through 2017.

Continue the Coal Ash Management Strategy. In December 2014, U.S.
Environmental Protection Agency {EPA) finalized the Resource Conservation and
Recovery Act (RCRA) felated to coal combustion residuals (CCR) associated
with the generation of electricity from coal. The rules classify coal ash as
nonhazardous waste and provide guidelines related to the disposal of coal ash.
Duke Energy will continue the compliance strategy with the North Carelina Coal
Ash Management Act of 2014 (Coal Ash Act) and complete an evatuation of
the pravisions for this rule. Duke Energy will update ash management plans
to comply with all state and federal regulations and begin excavaticn or other
compliance wark once plans and permits are approved.

Results of Operations

In this section, Duke Energy provides analysis and discussion of eamings
and factors affecting earnings on both a GAAP and non-GAAP basis.

Wanagement evaluates financiaf performance in par based on the
non-GAAP financial measures, adjusted eamings and adjusted diluted EPS.
These items are measured as income from continuing operations net of income
(loss) attributable to noncontrolling interests, ad;usted for the dollar and per
share impact of mark-to-market impacts of economic hedges in the Commercial
Power segment and special items including the operating results of the Disposal
Group classiied as discontinued operations for GAAP purposes. Special items
represent certain charges and credits, which management believes will not be
recurring on a regular basis, although it is reasonably possible such charges
and credits couid recur. As result of the agreement in August 2014 to sell the
Disposal Group to Dynegy, the operating results of the Disposal Group are
classified as discontinued operations, including a portion of the mark-to-market
adjustments associated with desivative contracts. Management believes that
including the operating results of the Disposal Group classified as discontinued
uperations better reflects its financial performance and therefore has included
these results in adjusted earnings and adjusted diluted EPS. Derivative centracts
are used in Quke Energy s hedging of a portion of the economic value of its
gengration assets in the Commercial Power segment. The mark-to-market
impact of derivative contracts is recognized in GAAP earnings immediately and,
if associated with the Disposal Group, ¢lassified as discontinued perations,
as such derivative contratts do not qualfy for hedge accounting or Tegulatory
treatment. The econamic value of generation assets is subject to fluctuations
in fair value due to market price volatility of input and output commodities
{e.g. coal, electricity, natural gas}. Economic hedging involves both purchases
and sales of those input and output commeadities related to generation assets.
Operations of the generation assets are accounted for under the accrua! method.
Management believes excluding impacts of mark-to-market changes of the
derivative contracts from adjusted earnings until settlement better matches the
financia! impacts of the derivative contract with the portion of economic value of
the undertying hedped asset. Management believes the presentation of adjusted
earnings and adjusted dituted EPS provides useful infermation to investors, as it
provides them an additional selevant comparison of Duke Energy's performance
across penods. Management uses these non-GAAP financial measures for
planning and forecasting and for reparting results to the Duke Energy Board of
Directors (Board of Directors), employees, shareholders, analysts and investors
concerning Duke Energy’s financial performance. Adjusted diluted £PS is also
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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 Erergy Corperation and Diluted EPS Aftritiutable to Duke
Energy Corporation common shareholders, which include the dollar and per
share impact of special items, mark-to-market impacts of economic hedges in
the Commercial Power segment and discantinued operations.

Management evaluates segment performance based on segment income.
Segment income is defined as income from continuing operations net of income
(loss) attributable to noncontrolling interests. Segment income, as discussed
betow, nctudes intercompany vevenues and eapenses that are eliminated in the
Consolidated Financial Statements, Management also uses adjusted segment
income as a measure of historical and anticipated future segment performance.
Adjusted segment income is a non-GAAP financial measure, as it is based
upon segment income adjusted for the mark-to-market impacts of econemic
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hedges in the Commercial Power segment and special items. Management
believes the presentation of adjusted segment income as presented provides
useful information to investors, as it provides them with an additional relevant
comparisen of a segment’s performance across periods. The most directly
comparable GRAP measure for adjusted segment incame is segment income,
which represents segment income from continuing operations, including any
special items and the mark-to-market impacts of economic hedges in the

Commercial Power segment.

Duke Energy’s adjusted earnings, adjusted diluted EPS, and adjusted
segment inCOME may not be tomparable to similarty ttled measures of anothes
company becauss other entities may not calculate the measures in the same

manner,

See Note 3 to the Consolidated Financiat Statements, “Bus:ness

Segments,” for a discussion of Duke Energy’s segment structure.

The following table reconciles non-GAAP measures to the most directly comparable GAAP measure.

Year Endod December 31, 2014

Total Eliminations/ Per
Regulated International Commercial Reportahle Discontinued Duke Diluted
{in millions, except per share amounts) Utilities Energy Power Sepments Other Dperations Energy Share
Adjusted segment income/Adjusted eamings $2.897 $ 428 $1m $3.434 $(216) $ — $3.218 $ 455
International tax adjustment — (313 — (313 — — (372) {0.53)
Costs to achieve Progress Energy merger — — - — (1m — {121 0.18)
Midwest generation operations — — (114) (114 —_ 114 — e
Coal ash Piea Agreements reserve {102) — — (102} — — {102) 0.14)
Asset nnpairment — — (59) (59 — — (59) (0.08)
Asset sales — — — — L] — ] 0.01
Economic hedges {mark-to-market) -— — {8} % — — () {0.013
Discontinued operations — —_ 15 15 - (692 (677) 10.96}
Segment income (joss)/Net income
Attributable to Duke Energy Corporation $2,195 $ 55 $ (55) $2.795 $(334) $(578)  $1.8% $ 266
Year Ended December 31, 2013
Tetal Eiminations/ Per
Regulated International Commarcial Reportable Discontinued Duke Diluted
(in millians, except per share amounts} Utilities Energy Power Segments Other Operations Energy Share
Adjusted segment mcome/Adjusted earnings $2.776 $ 408 $ 15 $3.199 $(118) $ — $3.080 §4.36
Crystal River Unit 3 charges (215 — — {215 — — (215} €3
Costs to achieve Progress Energy merger — — — — (184) — (184} {025
Midwest generation operations — e (88) {88) 14 4 — —
Nuclear development charges (57 — — {57 — -— (57 (0.08)
Litigation reserve — — — — (14 — (14) 002
hsset sales — — {15) (1% 65 —_ 50 0a7
Discontinued operations — — — — —_ 5 5 —
Segment ingome {loss)/Net Income
Attributable to Duke Energy Corporation $2.504 $ 408 $ (88) $2824 $238) N $2.665 $37%6
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Year Ended December 31, 2012

Total Eliminations/ Par
Reguiated international Commercial Reportable Discontinued Duke Diluted
(in millions, excapt per share amounts) Utilities Energy Power Segments Other Operations Energy Shara
Adjusted segment income/Adjusted eamings $2,086 $ 430 $ 90 $2618 $(129) $ — $2.489 $433
Edwardsport impairment and other charges (402) — — 402) —_ — (402) 070
Costs to achieve Progress Energy merger — — — — (397 — (397 {0.70
Michwest generation operations — — (149) (149) 9 140 — —
Economic hedges (mark-to-market) -— — [k} {3) — — 3 (0.0
Democratic Mational Convention
Host Committee support — _— — — (6 — 6 o0
Employee severance and office consalidation 60 — — B0 —_ — 60 01l
Discontinued operaticns — — — — — 27 27 005
Segment income (loss)/Net Income
Aitribitable to Duke Energy Corporation $1.744 $ 439 $ (59 $2.124 $(523) $ 167 $1.768 $3m

The variance in adjusted eamings for the year ended December 31, 2014,
compared to 7013, was primarily dye to:

* Increased retail pricing and riders primarify resulting from the
implementation of revised rates in most jurisgictions;

* Favorable weather in 2014 compared to 2013;

+ Higher PIM capacity revenues for the nonregulated Midwest generation
business due o higher prices; and

« Higher results of the renewables business due to higher production from
the wind and solar portfolios. lower costs and additional renewables
investments.

Partially offset by:

= Higher depreciation and amortization experse primarily due to higher
depreciable asset base and Jower reductions 0 cost of removal
TEServes;

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

« Lower post in-service debt retums due to projects added to customer
rates; and

= Higher property and other non-income taxes.

32

The variance in adjusted earnings for the year ended December 31, 2013,
compared to 2012, was primarily due to:

* The inclusion of Progress Energy resilts for the first six months of 2013;

« increased retail pricing and riders resulting primarily from the
implementation of revised rates in all jurisdictions; and

» Lower operating and mairtenance expense resulting primarily fram
the adoption of nuclear outage cost levelization in the Carglinas, lower
benefit costs and merger synergies.

Partially offsefting these increases was:
« Higher depreciation and amortization expense;
« Lower AFUDC;
+ Lower nonregulated Midwest gas generation results; and
* Incrementaf shares issued to complete the Progress Energy merger
(impacts per diluted share amounts only).
SEGMENT RESULTS

The remaining information presented in this discussion of results of
operations is on a GAAP basis.
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Regulated Utilities
Years Ended Decomber 31,
YVariance Yariance
2014 vs. 013 vs.

(in millions) 14 2013 2013 012 2012
Operating Revenues $ 2.:m $ 20810 $1360  § 16080 $ 43830

Operating Expenses 17,026 16.126 900 12,943 3183

Geins on Saies of Other Assets and Other, net 4 7 3 15 (8
COperating Income 5,249 4791 458 3152 1639

Other Income and Expense. net 267 221 16 341 {120)
Interest Expense 1,082 986 107 806 180

Income Before Income Taxes 4423 4,026 397 2,687 1339

Income Tax Expense 1628 1.522 106 941 581

Less: Income Attributable 1o Noncontrolling (nterest — — — 2 (2)
Segment Income $ 2795 ¢ 2504 $ 291 0§ LM $ 760

Duke Engrgy Carohinas’ Gih sales 81.645 83790 1855 81362 4478

Duke Energy Progress’ GWh sales! 52871 60,204 2,667 58390 1814

Duke Energy Flonda GWh sales® 38.703 37974 129 38.443 (469}
Duke Energy Ohio GWh sales 24,735 24 557 118 24344 213

Duke Energy [ndiang GWh sales 33433 33715 {282) 33577 138
Total Regulated LUtilities GWh sales 241,387 242,240 5,147 236118 6.124

Net proportional MW capacity in operation 49,600 49 607 {N 43,654 47}

(2} For Duke Enesgy Progress, 26,634 pigawatt-hours (GWh) sales for the year ended Becember 31. 2012, oceured pror to the meiger between Duke Energy and Progress Energy
(8} For Duke Energy Fipnda 18.348 GWh saies for the year ended December 31, 2012, occurred pnor to the merger between Duke Energy and Progress Enargy

= A 363 million increase in wholesale power revenues, net of sharing,
prmarily due to additional volumes and capacity charges for customers
served under long-term contracts; and

Year Ended December 31, 2014 as Compared to 2013

Regulated Utilities’ results were positively impacted by higher retail pricing
and rate riders, faverable weather, an increase in whotesale pawer margins,
higher weather-normal sales volumes, and 2013 impairments and other charges.
These impacts were partially offset by higher depreciation and amerhization
expense, higher operation and maintenance costs, higher interest expense, and
higher income tax expense. The foliowing is a detailed discussion of the variance
dnvers by line item.

« A 321 million increase in weather-normal sales volumes to retail
customers (net of fuel revenue) reflecting increased demand.

Partially offset by:

« A $139 million decrease in gross receipts tax revenue due to the North
Carolina Tax Simplification and Rate Reduction Act which terminated the

Operating Revenues. The variance was driven primarily by: collection of the North Carolina gross receipts tax effective July 1, 2014.

+ A $614 million increase ir: fuel revenues driven primarily by increased
demand from electric retail customers resulting from favorable weather
conditions, and higher fuel rates for efectric retail customers for all
furisdictions, except North Carolina. Fuel revenues represent sales to
retail and wholesale customers;

Operating Expenses. The variance was driven pnmarily by:

+ A $611 million increase in fuel expense (including purchased power and
natural gas purchases for resale} primarity related 1o (i) higher volumes
of coal, and ol used in electric generation due primarily to increased

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

A $216 million increase in electric sales (net of fuet revenue) 1o retail
custorners due to more favorable weather conditions. (i) For the year
ended December 31, 2014 in the Carolinas, cooling degree days were

4 percent below normat as compared with 15 percent below normal
during the same period in 2013, and heating degree days wera 11
percent above normal as compared with 4 percent above normal during
the same period in 2013. (i) For the year ended December 31, 2014

in the Midwest, cooling degree days were 21 percent below normal as
compared with 8 percent below normaf during the same period in 2013,
and heating degree days were 18 percent above normal as compared
with 7 percent above normal during the same period in 2013. {iii} For
the year ended December 31, 2014 in Fiorida, cooling degree days were
3 percent below normal as compared with 2 percent above normaf
during the same pesiod in 2013, and heating degree days were 4 percent
above normal as compared with 35 percent below normat during the
same period in 2813
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generation resulting from favorable weather conditions, (i) higher naturat
gas prices, and {iii} the application of the Nuclear Electric Insurance
Limited (NEIL) settlement proceeds in 2013 for Duke Energy Flonda;

+ A $436 million increase in depreciation and amortization expense primarily
due to increases in depreciation as a result of additional plant in service
and amartization of regulatory assets, and higher 2013 reductions ta cast
of remava? reserves in accordance with regulatory orders; and

* A $292 million increase in operating and maintenance expense primarily
due to a litigation reserve related to fhe triminal investigation of the
Dan River coal ash spill {See Note 5 to the Consolidated Financ:al
Statements, “Commitmenis and Contingencies,” for adgitional
informatian], higher starm casts, repairs and remediation expenses
associated with the Dan River coal ash discharge and other ash basin
related assessment casts, and higher muclear ¢asts, including nuclear
outage levelization costs, and higher environmental and operational
costs that are recoverable in rates; partially offset by a 2013 Crystal
River Unit 3 Nuclear Station (Crystal River Unit 3} related settiement
matter, decreased benefits costs and 2013 danations for low-income
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customers and job training in accordance with 2013 North Carclina
(tilities Commission (NCUC} and Public Service Commission of
South Carglina (PSCSC) rate case orders.

Partially offset by:

* A $346 million decrease due to the 2013 impairment and other charges
primarily related to Crystal River Unit 3 and the proposed Levy Nuclear
Station (Levy). See Nate 4 to the Consolidated Financial Statements,
“Regulatory Matters,” for additional information;

* A $42 million decrease in praperty and other taxes primarily due fo the
termination of the collecticn of the North Carolina gross receipts tax as
mentoned above; partially offset by a sales tax reserve as a result of an
Indiana sales tax audit, and higher property tases; and

+ A $22 million decrease due to the 2013 impairment sesulting from the
decision to suspend the application for two proposed nuclear units at
Shearan Harrds Nuclear Station (Harris),

Other Income and Expenses, net. The variance is primarily due to
recognition af post in-service equity returns for projects that had been completed
prior 1o being reflected in customer rates, partally affset by lawer AFUDGC -
equity, primarily due to placing the Sutton plant into service in late 2013.

Interest Expense. The variance was primanly due to no longer recording
post in-service debd retums on projects now reffected in customer rates and
a reduction in debt return on the Crystal River Unit 3 regulatery asset now
recovered through fuel revenues.

income Tax Expense. The variance was primarily due to higher pretax
income and partially offset by a lower effective tax rate of 36.8 percent
compared to 37.8 percent, respectively, for the years ended December 31, 2014
and 2013. The decrease in effective fax rate is prmasily due to favorable audit
seftlements, a higher manufacturing deduction due to prior year limitations
based on taxable income, and changes in income apparticnment for state income
tax, partially offset by the non-deductible ktigation reserve related to the criminal
investigation of the Dan River coal ash spill.

Year Ended December 31, 2013 as Compared to 2012

Regulated Utilities’ results were positively impacted by 2012 impairment
and other charges related to the Edwardspert (ntegrated Gasification Combined
Cycle (IGCC) ptant, higher retail pricing and raie riders, the inclusion ot Progress
Energy results for the first six months of 2013, a net increase in wholesate
power revenues, and higher weather-normal sales volumes, These impacts were
partially offset by higher income tax expense, Crystal River Unit 3 charges, lower
AFUDC - equity and higher depreciation and amortization expense. The following
is 3 detaited discussion of the variance drivers by line em.

Operating Revenues. The variance was driven primarily by:

= A $4,239 million increase due to the inclusion of Progress Energy for the
first six manths of 2013,

* £ 3434 million net increase in retail pricing primarily dug to revised
rates approved in alt jurisdictions;

« A $76 million net increase in wholesale power revenues, net of sharing,
primarily due to additional volumes and charges for capacity for
customers served under Jong-term contracts; and

* A $72 million increase in weather-normal sales volumes to retail
customers (net of fuel revenue) reflecting increased demand.

Partially offset by:

« A $132 million decrease in fuel revenues (including emission allowances)
driven primanily by {) the impact of lower Florida residential fuel rates,
including amortization associated with the settlement agreement
approved by the Flonda Public Service Comwmission (FPSC)in 2012
{2012 Settlement), (ii} lower fuel rates for electric retail customers in the
Carolinas, Florida and Ohio, and i) lower revenues for purchased power,
partially offset by (iv) increased demand from electric retail customers.
Fuel revenues represent sales to retait and whalesate customers.,

Operating Expenses, The variance was dnven primarily by:

* A $3,393 million increase due ta the inclusion of Progress Energy for the
first six months of 2013

+ A $346 million increase in impairment and other charges in 2013
primarily related to Grystal River Unit 3 and Levy; and

*+ A $102 miltion ingrease in depreciation and amortization expense
primarily due to a decrease in the reduction of the cost of removal
companent of amortization expense as allowed under the 2012
Settlement.

Partially offset by:

* A $600 million gacrease due to 2012 impairment and other charges
related to the [dwardspart 1GCC plant. See Note 4 ta the Consalidated
Financial Statements, “Regulatory Matters,” for addihonal miormaticn,
and

= A $120 millian decrease in fuel expense (including purchased power and
natural gas purchases for resale) primarity retated to {i) the application
of the NEIL settlement proceeds in Florida, including amortization
associated with the 2012 Settlement; (i) lower purchased power costs
in (a) the Caronas, primarily due to additional generating capacity
placed in service in late 2012 and market conditions, (b} Ohio, primarily
due to reduced sales volumes, and {¢) Indiana, reflective of market
conditions; partially offset by (i) higher volumes of natural gas used in
electric generation due primarily to additional generating capacity placed
in service; {iv} higher prices for natural gas and coal used in electric
generation; and (v} higher volumes of coal used in electric generation
primarily cue to generation mix.

Qther lncome and Expenses, net. The decrease is primarily due to lower
AFUDC equity, resulting from major projects that were placed intc service in kate
2012 and the implementation of new customer rates related to the IGCC rider,
parhafly offset by the inclusion of Progress Energy for the first six months of 2013,

Interest Expense. The variance was primarily driven by the inclusion of
Progress Energy for the first six months of 2013,

fncome Tax Expense. The variance was primarily due to an increase w
pretax income. The effective tax rates for the years ended December 31, 2013
and 2012 were 37.8 percent and 35 percent, respectively. The increase in
the effective tax rate was primarily due to an increase in pretax income and a
reduction in AFUDG equity,

Matters Impacting Future Regulated Utilities Results

0On February 2, 2014, a break in a stormwater pipe beneath an ash basin
at the retired Dan River steam station caused a release of ash basin water and
ash into the Dan River, On February 8, 2014, a permanent plug was installed in
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the stormwater pipe, stopping the release of materials into the river. Duke Energy
is a party to multiple lawsuits filed in regards to the Dan River coal ash release
and operations at other North Carolina facilities with ash basins. The outcome

of these Jawsuits could have an adverse impact to Regulated Utilities' financial
position, results of operations and cash flows. See Note 5 o the Consolidated
Financial Statements, “Commitments and Contingencies,” for additional
infarmation.

An prder from regulatory authorities disallowing recevery of costs related
to closure of ash basins could have an adverse impact to the Regulated Utilities'
financial position, resuts of operations and cash flows. See Notes S and 9 to
the Consolidated Financial Statements, “Commitments and Gontingencies” and
“Asset Retirement Obligations,” respectively, for additional information.

In 2015, the Indiana Utility Regulatory Commission (IURC) is examining
intervenors' allegations that the Edwardsport IGCC was not preperly placed in
commercial operation in June 2013 and intervenors’ allegations regarding plant
performance. In addition, the Indiana Court of Appeals remanded the IURC
arder in the ninth IGCC rider proceeding back to the IURC for further findings
concerning approximately $61 million of financing charges Joint Intervenors
claimed were caused by construction defay and a ratemaking issue conceming
the in-service date determination for tax purposes. The outcome of these
proceedings could have an adverse impact to Regulated Utilities’ financial
position, results of operations and cash flows. Duke Energy tannot predict on
the outceme of these proceedings. See Note 4 to the Consolidated Financiat
Statements, “Regulatory Matters,” for additional information.

International Energy
Years Ended December 31,

Yariance Yariance

2014 vs. 2013 vs.
(in millions} 2014 2013 2013 2012 2012
QOperating Revenues $ 1417 $ 154 $ (129 % 1549 PR )]
Operating Expenses 1,007 1.000 7 1.043 42
Gains (Losses) on Sales of Other Assets and Other. net 6 3 3 — 3
Operating Income 416 549 (133 506 43
Other Income and Expense, net 190 125 65 171 (46)
Interest Expense 92 86 7 16 10
income Before Income Taxes 513 588 {75) 801 (13
Income Tax Expense 449 166 283 149 17
Less: Income Attributable to Noncontrolling Interests 9 14 {5 13 1
Segment Income $ 55 % 408 $ (3% 3 439 $ (30
Sales, GWh 18.629 20,306 (LE7N 20.132 174
et proportional MW capacrty m operation 4,340 4,600 (260) 4,584 16

Year Ended December 31, 2014 as Compared to 2013

International Energy's results were negatively impacted by higher tax
expense rasulting from the decision to repatriate historical undistributed foreign
earnings, unfavorable hydrology and exchange rates in Brazil and an ynplanned
outage in Chile, partially offset by mgher equity eamings m National Methanel
Company {NMC) and a 2013 net currency remeasurement foss in Latin America.
The following is a detailed discussion of the variance drivers by ling item.

Operating Revenues, The vanance was driven primarily by:

= A 544 million decrease in Peru as a result of lower sales volumes and
unfavorable exchange rates;

» A %35 miltion decrease in Brazi) due to unfavorable exchange rates and
lower sales volumes partially offset by higher average prices;

« A $27 milfion decrease in Chile as a result of lower sales volumes due 1o
an unplanned outage, and lower average prices; and

A $25 million decrease in Argentina due to unfavorable exchange rates
and lower average prices.

Operaling Expenses. The variance was driven primarily by:

* A $75 million increase in Brazil due fo higher purchased power as a
result of unfavorable bydrology, partially offset by favorable exchange
rates.
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Partially offset by:

« A $38 millon decrease in Peru as a result of lower purchased power,
transmission, and reyalty costs; and

+ A $26 million decrease in Argentina due to favorable exchange rates and
lower purchased power and tuel consumnption.

Other Income and Expenses, net. The variance is primarily due to a
2013 net currency remeasureément loss in Latin America, hugher interest income
in Brazil, and higher equity eamings in NMC as a result of increased methyl
fertiary butyf ether (MTBE) and methanol sales volumes, partially offset by lower
average prices and higher butane costs.

Income Tax Expense. The variance was primarily due to approximately
$373 million of incremental tax expense resulting from the decision to repatriate
all cumulative historical undistributed foreign earnings at that time. The effective
tax rate for the years ended December 31, 2014 and 2013 was 87.3 percent
and 28.3 percent, respectively. The increase in the eftective tax rate was also
primarify due to the tax expense associated with the repatriation decision.

Year Ended December 31, 2013 as Compared to 2012

International Energy’s results were negatively impacted by an extended
outage at NMC and unfaverabie exchange rates in Latin America, partially offset
by the acquisition of Iberpamericana de Energia thener, S.A. (fbener) in 2012 and
higher average prices and lower purchased power casts in Brazil. The fallowing is
a detailed discussion of the variance drivers by line item.
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Operating Revenues. The variance was driven primarily by:

+ £ $67 million decrease in Brazil due to weakening of the Real ta the U S.

dollar,

= A $53 million decrease in Central America due to lower average prices
and volumes, and

« An $18 million decrease in Argentina as a result of unfavorable
exchange rates.
Partially offset by:

* A 367 million increase in Brazil due to higher average prices, net of
lower vofumes, and

« A 365 millicn increase in Chile as a result of asset acquisitions in 2012.

Operating Expenses. The variance was driven primarily by:

+ A 465 million decrease in Central America due to lower fuel costs,
partially offset by bigher purchased pawer and coal consumption, and

« A $20 million decrease in Brazil due to weakening of the Real to the
L1.S. doMar and lower purchased power partially offset by higher vanable
costs.

Partially offset by:
+ A $36 million increase in Chile as a result of acquisitions in 2012,

Commercial Power

Other Income and Expenses, net, The decrease was primarily driven
by a net currency remeasurement loss in Latin America due 1o strengthening of
the dollar, and lower equity earnings at NMC as a result of lower MTBE average
prices and fower volumes due to extended maintenance, partially offset by lower
butane costs.

Interest Expense. The variance was primarily due to the Chile
acquisitions in 2012, partially offset by favorable exchange rates and lower
inflation in Brazil.

Income Tax Expense. The variance was primarily due to a decrease in
pretax income. The effective tax rates for the years ended December 31, 2013
and 2012 were 28.3 percent and 24.8 percent, respectively. The increase in the
effective tax rate is primarily due to a fugher proportion of earnings in countries
with higher tax rates.

Matters impacting Future International Energy Resuits

International Energy’s operations include eonventional hydroelectric power
generation facilities located in Brazil where water reservoirs are currently at
abnormaffy low levels due to a lack of rainfall. In addition, International Energy's
equity eamings from NMC reflect sales of methanol and MTBES, which generates
marging that are directionally correlated with crude oil prices. international
Energy's earnings and future cash flows could be adversely impatted by either
a sustained period of low reservoir Jevels, especially if the government of Brazil
were to implement rationing or some other mandatary conservation program, of
a significant decrease in crude oil prices.

Years Ended December 31,

Yariance Variance

2014 vs. 2013 vs.
{in millions) 2014 2013 2013 2012 2012
{Operating Revenues $ 255 $ 260 § 5 307 $4n
Operating Expenses 441 425 16 419 6§
{Losses) Gams on Sales of Cther Assets and Other, net — 23 23 2 25
Dperating Loss (186) (188) 2 {110 78
QOther Income and Expense, net 18 12 5 3 20
{nterest Expense 58 [} 3 €3 n
Loss Before Income Taxes {226} {236) 10 (140) (96}
Income Tax Benefit i (148) 23) 82) {65)
Less: Income Attributable to Noncaotralling tnterests — — — i w
Segrment Loss $ 68 § @ § 0Bn (59) $ (29
Coal-fired plant production, GWh 367 1.644 {7 2.096 {452)
Renewable plant production, Gwh 54562 51 351 3452 1,659
Total Commergial Power production, GWh 62129 6,755 (426) 5.548 1207
Net proportional MW capacity in operation 1310 2,031 {861) 2222 (194}

Year Ended December 31, 2014 as Compared to 2013

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

Operating Revenutes, The variance was driven primarily by:

= An $8 million decrease in electric revenues for the Beckjord station,
which is not included in the Disposal Group, driven from lower
production as units have begn retired; and
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* A $7 million decrease in net mark-to-market revenues on non-qualifying
power hedge contracts.

Partially offset by:

* A $16 million increase in electric revenues from higher producticn in the
renewables partfolio.

Operating Expenses, The variance was driven primarily by:

* A $94 million incsease driven by an impairment teken related to Ohio
Valley Electric Corporation (OVEC). See Note 11 {o the Consolidated
Financial Statements, “Goodwi!l and Intangible Assets” for additional
information.
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Partially offset by:

= An $18 million decrease in depreciation driven by discontinued
amortization of an infangible asset that was impaired and written oft
in 2014 and extensrons on the projected useful lives of assets in the
rengwable portfolio;

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

A $16 million decrease related to a 2013 legal settlement reserve
related to previcusly disposed businesses;

A $10 million decrease in general and administrative costs:

A $9 million decrease in operations and maintenance expense for the
renewables portfofia driven primarily by development cost reductions;
and

A $5 million decrease in praperty tax expense driven by cost reductions
in the renewables pertfolio resutting from a property tax abatement that
went into effect in the current year.

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

Other Income and Expense. The variance was primarily dug %0 a net gain
recognized for the sale of cerain renewable development assets and increased
equity earnings from higher producticn in the renewable wind portolio.

Income Tax Benefit, The variance was primarily cue to changes in state
deferred taxes and higher production tax credits in 2014 for the Renewables
portfolio. The effective tax rate for the years ended December 31, 2014 and 2013
was 75.5 percent and 62.8 percent, respectively.

Year Ended December 31, 2013 as Compared to 2012

Commercial Power's results were negatively impacted by the sale of non-
core business operations and lower income from the renewables portfolio and
Beckjord generating station. These impacts are partially affset by higher income tax
benefits. The following is a detailed discussion of the variance drivers by line item.

Operating Revenues, The variance was driven primarily by:

* An $81 million decrease due primarily to the sale of non-core
businesses in 2012; and

= A $35 million decrease in electric revenues for the Beckjord station
driven from lower production as units were prepared for refirement.
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Partialfy offset by:

« A $57 million increase due to higher velumes in the renewables portfolio.

Operating Expenses. The variance was driven primarily by:

* A $34 million increase in operations and maintenance expense for the
renewables portfolie driven primarily by commercial operation of certain
assets and costs to run the renewables services company acquired in
2012,

« A $25 million increase in depreciation driven by renewable portfolio
assets put in service;

= A $17 million increase related to Midcontinent Independent System
Operator, Inc. (MISO) and PIM Transmuission System Enhancement
obligations; and

= A $16 milion increase related to a 2013 legal setilement reserve related
to previously disposed businesses.

Partially offset by:

* A $56 million decrease due primarily to the sale of non-core businesses
m 2012;

* A $17 millon decrease in general and administrative costs; and

« A $16 mitlion decrease in fuel expense for the Beckiord station, which
is not included in the Disposal Group, driven by lower cost of coal fram
decreased production as umits were prepared for retirement.

(Losses) Gains on Sales of Other Assets and Other, net The variance
is attributable to a loss recognized on the saie of certain renewable development
projects in 2013 and a gain on the 2012 contribution of certain renewable assets
to a joint venture.

Other Income and Expense, net. The variance is pnmarily due to the
sale of non-core businesses in 2012, lower equity earnings from the renewables
portfolio, and lower interest income.

Income Tax Benefit. The variance was primarily due to an increase in
pretax loss and a decrease in manufacturing deductions combined with higher
production fax credits in 2013. The effective tax rates for the years ended
December 31, 2013 and 2012 were 62.8 percent ard 58.4 percent, respectively.
The increase in the effective tax rate for the period was primarily due to higher
production tax credits in 2013 for the renewable portfolio.
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Other
Years Ended Decomber 31,

Yariance Variance

2014 vs. 2013 vs.
{in millions) 2014 2013 2013 2012 012
Dperating Revenues $ 105 $175 § 00 § ¥ § a1
Operating Expenses 322 457 (135) 708 {247
Gains (Losses) on Sales of Other Assets anc Cther, net [ {3) 9 v} 4
Dperating Loss (211} {283) 74 {627 42
Other Income and Expense, net 45 131 {86) 19 112
Interest Expense 400 416 (16} 299 17
Loss Before Ingome Taxes {566) (510 4 {807) kky)
Income Tax Benefit 23 {335) 98 {386) 51
Less: Income {Loss) Attributabie to Noncontrolling Interests 5 3 2 2 1
Net Expense $(334) $(238) £ (96 $ (523 $ 285

Year Ended December 31, 2014 as Compared 1o 2013

(Other's results were negatively impacted by a decrease # income tax
benefit. The following is a detailed discussion of the variance drivers by ling ttem.

Operating Revenues. The decrease was primarily due to mark-te-market
activity of mitigation sales related 1o the Progress Energy merger.

Operating Expenses. The decrease was primarily due to lower charges
related to the Progress Energy merger and prior year Crescent Resources LLC
{Crescenit} litigation reserve, partially offset by unfavorable lass experience at Bisan.

Other Income and Expenses. The decrease was primarily due to 4 gain
on the sale of Duke Energy’s 50 percent ownership in DukeNet Communications
Hofdings, LLC (DukeNet) in 2013, partially offset by a current year investment sale
gain and higher investment income at Bison Insurance Company Limited (Bison).

Interast Expense. The variance was due primanily ta lower interest on long-
term debt resulting from debt maturities and new debt issued at lower rates.

Income Tax Benefit. The vanance was primanly due to a state tax benefit
recognized in 2013. The etfective tax rate for the years ended December 31,
2014 and 2013 was 41.9 percent and 58.6 percent, respectively.

Year Ended December 31, 2013 as Compared to 2012

Other's results were positively impacted by lower charges refated to the
Progress Energy merger, the sale of DukeNet, and increased current year activity
from mitigation sales related to the Progress Energy merger. These impacts were
partially offset by increased interest expense, lower income tax benefit and the
Crescent litigation reserve in 2013. The fallowing is a detailed discussion of the
variance drivers by line item.

Operating Revenues. The variance was driven primarily by increased
activity from mitigation sales related to the Progress Energy merger and higher
premiums eamed at Bison as a result of the addition of Progress Energy.

Operating Expenses. The variance was driven primarily by lower charges
refated to the Progress Energy merger, and prior year donations, partially offset
by the Crescent litigation reserve in 2013 and unfavorable loss experience at
Bison as a result of the addition of Progress Energy.

Other income and Expense, net. The variance was driven primarily by a
gain on the sale of Duke Energy’s 50 percent ownership in DukeNet in 2013.
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Interest Expense. The variance was due pimarily to the inclusion of
Progress Energy for the first six months of 2013 and additional debt issuances.

income Tax Benefit. The variance was primarily due to a decrease in
pretax loss. The effective tax rates for the years ended Decernber 31, 2013 and
2012 were 58.6 percent and 42.5 percent, respectively.

Matters Impacting Future Other Results

Duke Energy previously held an effective 50 percent interest in Crescent
Resources, LLC (Crescent}. Crescent was a real estate joint venture formed by
Duke Energy in 2006 that filed for Chapter 11 bankruptcy protection in June 2009,
0On June 9, 2010, Crescent restructured and emerged from bankruptcy and Duke
Energy forfeited its entire 50 percent ownership interest to Crescent debt holders.
This forfeiture caused Duke Energy to recognize a loss, for tax purposes, or its
interest in the second quarter of 2C10. Atthough Crescent has reorganized and
emerged from bankruptcy with creditors owning all Crescent inferest, there remains
uncertainty as to the fax treatment associated with the restructuring. Based on
this uncertainty. it is possibie that Duke Energy could incar a future tax iability
related to the tax losses associated with its partnership interest in Grescent and the
resolition of issues associated with Crescent's emergence fram bankruptcy.

In 2013, a FERC Administrative Law Judge issued an initial decisron
holding that Duke Energy is respansible for costs associated with Multi Value
Projects (MVP), a type of Transmission Expansion Planning (MTEP) cost,
approved by MISQ prior ta the date of Duke Energy's withdrawal. The initial
decision will be reviewed by FERC. if FERC upholds the initial decision, Duke
Energy intends to file an appeat in federal court. If Duke Energy ts deemed
respensible for these costs, and if a portion of these costs are not efigible for
recovery, there may be an adverse impact to its finarcial position, results of
operations and cash flows. See Note 4 to the Consalidated Financial Statements,
“Regulatory Matters,” for additional information,

INCOME (LOSS) FROM DISCONTINUED OPERATIQNS, NET OF TAX

Discontinued Operations decreased $662 million for the year ended
December 31, 2014, compared to the same pericd in the prior year, primarily
due to & $929 million pretax write-down of the carrying amount of the assets o
the estimated fair value of the Disposal Group, based on the transaction price
included in the PSA, less estimated costs to sell and a $134 million pretax
mark-to-market loss on economic hedges for the Disposal Group. Included in the
variange is the $117 millian impact of ceasing depreciation on the assets af the
Disposal Group beginning in the second quarter of 2014,

Discentinued Operations decreased $85 million for the year ended
December 31, 2013 compared 1o the same period in the prior year, primarily
due fo a reduction in PJM capacity revenues related to lower average clearad
capacity auction pricing for the Disposal Group.
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DUKE ENERGY CAROLINAS

Introduction

Management's Discussion and Analysis should be read in conjunction with
the accompanying Consolidated Financzal Statements and Notes for the years
ended December 31, 2014, 2013 and 2012,

Basis of Presentation

The results of operations and variance discussion for Duke Energy
Carolinas is presented in  reduced disclosure format in accordance with
General Instruction (1)(2){a} of Form 10-K.

Results of Operations
Years Ended Dacember 31,

{in millions} 2014 2013 Variance
Dperating Revenues $7351  $R95 $ 297
Dperating Expenses 5,456 5145 311
Operating Income 1,895 1,809 86
Other Income and Expense, net 172 120 52
Interest Expense 457 359 43
Income Before Income Taxes 1660 1570 90
Income Tax Expense 538 594 (6}
Net Income $1072  § 976 $ 9%

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

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

Total sales

Intrease {decrease) over prior year 2014 2013
Residential sales 40% 23%
General service sales 24% 10%
industrial sales 2.4% 0.4%
Wholesale and other 4% 62 1%

2.2% 54%
Bverage number of Customers 1.0% 0.7%

Year Ended December 31, 2014 as Compared to 2013

Operating Revenues. The variance was driven primarily by:

« A $180 million increase in retaif pricing and updated rate riders,
which primarily refiects the impact of the 2013 North Carolina and
South Carolina retail rate cases;

= A$151 million increase in fuel revenues driven primarily by increased
demand from retail customers, mainly due to favorable weather
conditions. fued revenues represent sales to retail and wholesale
customers;

= A 399 million increase in electric sales (net of fuel revenues} fo retail
customers due 10 favorable weather conditions. Heating degree days in
2014 were 11 percent above normal compared to 5 percent above normal
during the same period in 2013 and cooling degree days were 6 percent
below normal as compared to 17 percent below normal in 2013;

+ A $19 million increase in wholesale power reverues, net of sharing,
primarily dug 1o new customers; and

« An $18 million increase in weather-normal sales volumes to retail
customers reflecting increased demand.
Partially offset by:

* A $79 million decrease in gross receipts tax revente due to the North
Carolina Tax Simplfication and Rate Reduction Act which terminated the
coilection of the North Carolina gross receipts tax effective July 1, 2014.

K]

Operating Expenses. The variance was driven primarily by:

« A $151 million increase in fuel expense {including purchased power}
primarily due to increased retail demand resulting from favorable
weather conditions;

A $127 million increase in operating and maintenance expenses
primarily due to a litigation reserve related to the criminal investigation
of the Dan River coal ash spill (See Note 5 to the Consolidated Finarciat
Statements, “Commitments and Gontingencies,” for additional
information}, repairs and remediation expenses associated with the Dan
River coal ash discharge and other ash basin related assessment costs,
higher non-outage costs at generation plants, higher storm costs, higher
distribution costs, higher nuclear outage expense including the impacts
of nuclear levetization, and higher energy efficiency program costs,
partiafly offset by decreased corporate costs and lower costs associated
with the Progress Energy merger; and

An $88 million increase in depreciation and amortization primarily

due to higher depreciation as a result of additional plant in service

and amertizaticn of certain regulatory assets, partially oftset by lower
depreciation expense due to reductions for costs of removal in accordance
with the 2013 North Carofina and South Carolina rate case arders.

Partially offset by:

« A $58 million decrease in property and other tax expenses primarily
due to fower revenue related taxes driven by the elimination of
Narth Carolina gross receipts tax effective July 1, 2014, partialty offset
by higher property tax expense.
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Other income and Expenses, net. The variance was primarily due to the
recognition of post in-service equity returns for projects that had been completed
prior to being reffected in customer rates.

Interest Expense. The vanance was primarily due to no longer fecording
post in-service debt returns on projects now reflected in customer rates, partially
offset by lower interest on bonds.

Income Tax Expense. The effective tax rate for the years ended
December 31, 2014 and 2013 was 35.4 percent and 37 .8 percent, respectively.
The decrease in the effective tax rate is pnmarily due to favorable audit
settlements, changes in apportionment related to state income tax and the tax
benefit refated to the manufacturing deduction m 2014 as the prior year deduction
was limited by taxable income, partially offset by the non-deductible litigation
reserve related to the criminal investigation of the Dan River coal ash spill

PROGRESS ENERGY

Matters Impacting Future Results

On February 2, 2014, a break in 2 stormwater pipe beneath an ash basin
at the retired Dan River steam station caused a telease of ash basin water and
ash into the Dan River. On February 8, Z014, a permanent plug was installed in
the stormwates pipe, stopping the release of materiafs into the river. Duke Energy
is a party to muitiple lawsuits filed in regards to the Dan River coal ash release
and operations at other North Caralina facilities with ash basins. The outcome of
these lawsuits could have an adverse impact to Due Energy Carolinas’ financial
position, tesults of operations and cash flows. See Note 5 to the Consalidated
Financial Statements, “Commitments and Contingencies,” for additional
information.

An order from regulatory autharities disallowing recovery of costs related
to closure of ash basins could have an adverse impact to Duke Energy Carolinas’
financial position, results of operations and cash flows. See Notes 5and 9 to
the Consolidated Financial Statements, “Commitments and Contingencies” and
“Asset Retirement Obligations,” respectively, for additional intormation.

Introduction

Management's Discussion and Analysis should be read in conjuncticn with
the accompanying Consolidated Financial Statements and Notes for the years
ended December 31, 2014, 2013 and 2012,

Resuits of Dperations

Basis of Presentation

The results of operations and variance discussion for Progress Energy is
presented in a reduced disclosure format in accordance with General [nstruction
{}2)(a} of Form 10-K.

Yoars Ended December 31,
(in millions) 2014 2013 Variance
Operating Revenues $10.166  §$9533 $ 633
Operating Expenses 8159 7918 741
Gains (Losses) on Sales of Other Assets and Other, net 11 3 )
(perating Income 2,018 1618 400
Other Income and Expense, net n 9 (n
Interest Expense 675 £80 (5}
Income Befare Income Taxes 1420 1032 338
income Tax Expense 540 373 67
Incame from Centinuing Operations 880 659 221
Discontinued Operations, net of tax {5} 16 (22}
Net income 874 675 199
Less: Net Income Attributable to Noncontralling Interests 5 3 2
Net income Attributable to Parent $ 868§ 6N $ 197

Year Ended December 31, 2014 as Compared to 2013

Operating Revenues. The variance was driven primarily by:

= A $341 million increase in fuel revenues {including emission
allowances) driven primarily by increased demand from wholesale and
retai customers, partially resulting from favorable weather conditions,
and higher fuel rates for wholesale customers reflective of higher fuel
¢os!s for Duke Energy Progress; and to a higher fuel rate in the current
year related to lower NEIL insurance reimbursements and acceferated
Crystal River Unit 3 regulatory asset cost recovery in 2014 as allowed
by the 2013 Settlement for Duke Energy Flarida. Fuel reventes represent
sales to retail and wholesale customers;

» A $14% miflion increase in retail pricing, which primarily reflects the
mpact of the 2613 Narth Carafina retail rate case in North Carolina and
the 2314 base rate increase in Florida; and
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+ A $114 million increase (net of fugl revenue) in GWh sales to retail
customers due to favorable weather conditions. For Duke Energy
Progress, heating degree days in 2014 were 11 percent above normal
compared to 2 percent above normal in 2013 and cooling degree days
were 2 percent below normal compared to 13 percent below normal in
2013, For Duke Energy Flarida, heating degree days in 2014 were 51
percent higher and cooling degres days were 4 percent lower compared
to the same period in 2013.

Operating Expenses. The variance was driven primarily by.

« A $344 million increase in fuel expenses {including purchased power).
For Duke Energy Florida the increase is due to the application of the
NEIL settlement proceeds in 2013 and higher sales volumes driven
by increased demand and higher fuel prices in the current year. For
Duke Energy Progress the increase is primarify due to increased sales
volumes:
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« A 3245 million increase in depreciation and amartization. For Duke
Energy Florida the increase is primarily due to a reduction of the cost of
removal compenent of amortization expense in 2013 as allowed under
the 2012 Settlement, increased environmentat cost recovery clause
amortization related to prior year under-recavery and nuclear cost
recovery clause amortization due to an increase in recoverable ruclear
assets in the current year. For Duke Energy Progress the increase is
primarily due to higher depreciation as a result of additional plant in
service and amortization of certain regulatory assets and a prior year
reversal of a portion of cest of removal reserves in accordance with the
2013 NCUC rate case order; and

« An $88 millicn increase in operations, maintenance and other expense
primarily due to a litigation reserve related to the criminal investigation
of the management of North Carolina coaf ash basins (See Note 5 to the
Consolidated Financial Satements, “Commitments and Contingencies,”
for additional information}.

Partially offset by:

« A $346 million decrease due to 2013 impairment and ather charges at
Duke Energy Florida primarily related to Crystal River Unit 3 and Levy; and

= A $49 million decrease at Duke Energy Progress due to a curent year
$18 million reduction to 4 2012 impairment charge related fo the
disallowance of transmissicn project costs, which are a portion of the
Long-Term FERC Mitigation and a $22 million prior-year impairment
charge resulting from the decision to suspend the application for two
proposed nuclear units at the Harris nuclear station.

DUKE ENERGY PROGRESS

Other fncome and Expense, net. The variance was primarily due to
lower AFUDC — equity as a result of assets placed into service, partially offset by
pust in-service equity returns for projects that had been completed prior to being
reflected in customer rates.

Income Tax Expense. The variance was primarily due to an increase in
pretax income, The effective tax rate for the 12 months ended December 31,
2014 and 2013 was 38.0 percent and 36.2 percent, respectively. The increase
in the effective tax rate is primarily due to a decrease in AFUDC - equity and
the non-deductible litigation reserve refated to the criminal investigation of the
management of North Carolina coal ash basins.

Matters Impacting Future Results

(n February 2, 2014, a break in a stormwater pipe beneath an ash basin
at Duke Energy Caralinas’ retired Dan River steam station caused a refease of
ash basin water and ash into the Dan River. On February 8, 2014, a permanent
plug was installed in the stormwater pipe, stopping the release of materials into
the river. Duke Energy is a party fo multiple lawsuits filed in regards to the Dan
River coal ash release and operations at other North Carolina facilities with ash
basirs. The gutcome of these lawsuits could have an adverse impact to Progress
Energy's financial position, results of operations and cash flows. See Note 5 to
the Consalidated Financial Statements, “Commitments and Contingencies,” for
additional information.

An order from regulatory authorities disallowing recovery of costs related
to closure of ash basins could have an adverse impact fo Progress Energy’s
financial position, results of operations and cash fiows. See Notes 5 and 9 to
the Consolidated Financial Statements, “Commitments and Contingencies” and
“Asset Retirement Obligations,” respectively, for additiona} information.

Introduction

Management s Discussion and Analysis shoutd be read in conjunction with
the accompanying Consolidated Financial Statements and Notes for the years
ended December 31, 2014, 2013 and 2012.

Basis of Presentation

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

Results of Operations
Years Ended December 31,

{in miltions} 2014 2013 Variance
Cperating Revenues $5116  $4992 $ 184
(perating Expenses 4,244 4,061 183
Gains on Sales of Gther Asset and Other, net 3 1 2
Dperating Income 935 932 3
Other Income and Expense, net 51 5 (6}
Interest Expense 234 201 33
Income Before Income Taxes 152 788 (36
Income Tax Expense 285 288 {3

Net Income

$ 467  § 500 $ (33

The following table shows the percent changas in GWh sales and average num
customer classes represent billed sales only. Total sales includes bitled and unbilled
private utilities and power marketers. Amounts are not weather normatized.

ber of customers for Duke Energy Progress. The below percentages for retail
retail sales, and wholesale sales to incorporated municipalities and ta public and

Increase (dacrease) over prior year 2014 2013
Residential sales 5.1% 4.0%
General service sales 21% —%

Industnal sales

Whelesale and other

Total sales

Average number of customers

29)% 1L1%
10.1% 1.6%
44% 31%
1.1% 0.9%
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Year Ended December 31, 2014 as Compared to 2013

Operating Revenues. The vanance was driven primarily by:

« A $104 millign increase in fuel revenues (including emission allawances}
driven primarily by increased demand from wholesale and retail
customers, partially resulting from favorable weather conditions, and
higher fuel rates for wholesale customers reflective of higher fuel costs.
Fuet revenues represent sales to retail and wholesale customers:

* An $82 million increase (net of fuel revenue) in electric sales to refail
customers due to favorable weather conditions. Heating degree days in
2014 were 11 percent above normal compared t; 2 percent above normal
in 2013 and cooling degree days were 2 percent below normal compared
to 13 percent below nommal in 2013; and

« An $80 millicn increase in retail pricing, which primarily reflacts the
impact of the 2013 North Carolina retail rate case.

Partially offset by:

« A $60 millign decrease in gross receipts tax revenue due t the North
Carolina Tax Simpiification and Rate Reduction Act which ferminated the
collection of the North Carolina gross receipts tax effective July 1, 2014;
and

= A $19 million decrease in weather-normal sales volumes to refail
customers reflecting decrezsed demand.

Operating Expenses. The variance was driven primarily hy:

= A $111 million increase in fuel expenses (including purchased power)
primarity due to increased sales volumes:

« A $113 million increase én operations and maintenance expenses
primarily due to a litigation reserve related to the criminal investigation
of the management of Morth Carolina coal ash basins (See Note 5 to the
Conselidated Financtal Statements, “Commitments and Contingencies,”
for atditional informabon), the impacts of amortization on nuclear
levelization outage deferrals and higher storm costs, partially offset
by prior year donations for low-income customers and job training in
accardance with the 2013 NCUC rate ¢ase order and fower costs to
achieve the merger with Duke Energy including severance and employeg
relocation expenses; ang

» A 348 million increase in depreciaticn and amortization expenses
primarily due to higher depreciation as a result of additional plant in
service and amortization of certain regulatory assets and a prior year
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reversal of a portion of cost of removal reserves in accordance with the
2013 NCUC rate case order.

Partially offset by:

= A $49 million decrease in propeity and other tad expenses primarily
due to bower revenue related taxes driven by the elimination of
North Carolina gross receipts tax effective July 1, 2014, partially offset
by higher property tax expense; and

« A $40 mittion decrease due to a currert year $18 million reduction to
a 2012 impairment charge related to the disallowance of transmission
project costs, which are a portion of the Long-Term FERC Mitigation and
a $22 million prior-year impairment charge resulting from the decision
to suspend the application for twe proposed nuclear units at the Harris
nuclear station,

Interest Expense, The variance was primarily due to a new debt
issuance, no longer recarding post in- service debl refurns oo projects fow
reflected in custamer rates and lower AFUDC — debt due to projects placed in
Service,

Income Tax Expense. The variance was primarily due to a decrease in
prefax income. The effective tax rate for the years ended December 31, 2014
and 2013 was 37.9 percent and 36.5 percent, respectively. The increase in the
effective tax rate is primarily due to the non-deductible litigation reserve related
to the criminaf investigation of the management of North Carolina coal ash
basins.

Matters impacting Future Results

On February 2, 2014, a break in a stormwater pipe beneath an ash basin
at Duke Energy Carolinas’ retired Dan River steam station caused a release of
ash basin water and ash into the Dan River. On February 8, 2014, a permanen?
plug was installed in the stormwater pipe, stopping the refease of materials
into the river. Duke Energy is a party to multiple lawsuits filed i regards to the
Dan River coal ash release and operations at cther North Carolina facilities
with ash basins. The outcome of these lawsuits could have an adverse impact
to Duke Energy Progress’ finangial position, results of cperations and cash
flows. See Note 5 to the Consalidated Financial Statements, “Commitments and
Contingencies,” for additional information.

An order from reguiatory avtharities disallowing recovery of costs related
to closure of ash basins could have an adverse impact to Duka Energy Progress’
financial position, results of operations and cash flows. See Notes 5 and 9 to
the Censoldated Financial Statements, “Commitments and Contingencies” and
“Asset Retirement Obligations,” respectively, for additional infarmation.
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DUKE ENERGY FLORIDA

Introduction

Management's Discussion and Analysis should be read in conjunction with
the accompanying Censolidated Financial Statements and Notes for the years
ended December 31, 2014, 2013 and 2012,

Basis of Presentation

The results of operations and variance discussion for Duke Energy
Florida is presented in a reduced disclosure format in accordance with General
Instruction {I{2)a} of Form 10-K.

Results of Operations
Years Ended December 31,

(in milligns) 2014 2013 Variance
Dperating Revenues $4975  $4527 § 448
Operating Expenses 35808 3840 58
Gaing on Sales of Other Asset and Cther, net 1 l —
Operating Income 1013 688 390
Other Income and Expense, net 2 30 (10
Interest Expense 1 180 21
Income Before Income Taxes By1 538 359
Income Tax Expense 349 213 136
Net Income $ 548 3 325 $ 223

The follewing table shows the percent changes in GWh sales and average number of customers for Duke Tnergy Florida. The below percentages for retail
customer classes represent billed sates oniy. Wholesale power sales include both billed and unbilled safes. Total sales incfudes billed and unbilled retail sales, and
wholesale sales to incorporated municipalities and to public and private utilities and power marketers. Amounts are not weather normalized.

Incraase (decreasa) over prior year 2014 213
Residential sales L% 14%
General service sales 05% 05%
Industrial sales 19% 15%
Wholesale and other (59)% {138%
Total sales 19% (1.2Y%
Average number of customers 1.5% 11%

Year Ended December 31, 2014 as Compared to 2013

Operating Revenves. The variance was driven primarily by:

« A $237 million increase in fuel and capacity revenues primarily dug to
a higher fuel rate in the curreat vear related ta lower NEIL insurance
reimbursements and accelerated Crystal River Unit 3 regulatory asset
cost recovery in 2014 as aliowed by the 2013 Settiement. Fuef revenues
represent sales to retail and wholesale customers:

£ 369 million net increase in hase revenues due primarily to the 2014
hase sate increase;

A $63 miflign increase in nuglear cost recavery clause and energy
conservation cost recovery ctause revenues due to higher recovery rates
in the current year;

A $32 million increase in glectric saes {net of fuel revenue) to retail
customers due to favorable weather conditions. Heating degree days in
2014 were 51 percent higher and cooling degree days wese 4 percent
lower compared Yo the same period in 2013; and
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» A $29 million increase in wholesale power revenues primarily driven by
increased capacity rates partially offset by the impact of contracts that
expired in 2013.

Operating Expenses. The variance was driven primarily by:

» A $231 million increase in fuef used in electric generation and
purchased power due to the application of the NEIL settiement proceeds
in 2013 and higher sales volumes driven by increased demand and
higher fued prices in the current year;

« A $215 million increase in depreciation and amortization primarily due
to a reduction of the cost of remeval component of amortization expense
in 2013 as allowed under the 2012 Settlement, increased environmental
cost recovery clause amortization related to prior year under-recovery
and nuclear cost recovery clause amortization due to an increase in
recoverable nuciear assets in the curreni year; and

« A $16 millan increase in praperty and other taxes primarily driven by
higher revenue-related taxes in 2014 due to the higher revenues.
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Partially offset by:

* A $346 million decrease due to 2013 impairment and other charges
primarily related to Crystal River Unit 3 and Levy: and

= A $48 million decrease in gperations and maintenance costs primarily
due 1o prior year Crystal River Unit 3 related settlement matters and
lower costs associated with Progress Energy's merger with Duke
Energy. These costs were partially offset by increased expenses that
are recoverable under the energy conservation and environmental cost

Other Income and Expense, net, The variance is driven by iower AFUDC
return on the Levy projects in the current year.

Interest Expense. The increase is due to a lower debt returnin 2014
driven by the Crystal River Unit 3 regulatory asset impairment in 2013 and
accelerated Crystal River Unit 3 regulatory asset cost recovery in 2014 as
allowed by the 2013 Setilement.

Income Tax Expense. The variance was primarily due to an increase in

fecovery clauses. pretax income. The effective tax rate for the years ended December 31, 2014 and
2013 was 38.9 percent and 33 6 percent, respectively.
DUKE ENERGY OHIO
Introduction Basis of Presentation

Management's Discussicn and Anafysts should be read in conjunction with
the accompanying Consolidated Financial Statements and Notes for the years
ended December 31, 2014, 2013 and 2012.

Results of Operations

The results of operations and variance discussion for Duke Energy Ohia is
presented in a reduced disclosure format in accordance with Genera! Instruction
{(2){a) of Form 10-K,

Years Ended December 31,
{in milligns) 2014 213 Variance
DOperating Revenues $1913 1805 $ 108
Operating Expenses 1.1 1.627 100
Gains on Sales of Other Assets and Other, net 1 4 3
Operating Income 187 182 5
Cther Income and Expense, net 10 2 8
interest Expense 86 74 12
Income fram Conbuwing Operations Betore Incame Tares 1 e 1
Income Tax Expense from Continuing Operations 43 13 _
Income frem Continuing Operations &8 67 1
{Loss) Income from Discontinued Cperations, net of tax (563} 3 {598)
Net (Loss) Income $ (4950 § 102 ${597)

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

Increase {decrease) over prior year 2014 013
Residential sales 1.3% 15%
General service sales 0.8% D8%
Industrial sales 3.3% 0.2%
Wholesale power sales (24.9%  209%
Total sales 8.1% 09%
Average number of customers 06% 04%

Year Ended December 31, 2014 as Compared to 2013

Operating Revenies. The variance was driven primarily by:

= A $56 million increase in regulated fuel revenues primarily driven by
higher fued costs and increased sales volumes;

« A $51 miltian increase in refail pricing and rate riders primarily due to
2013 rate ingreases; and

= A $9 million increase in volumes 1o Tetai customers.

Partially offset by:

» An $8 millign decrease in electric revenues for the Beckjord station
driven from lower production as units have been retired: and

« A $7 million decrease in net mark-to-market revenue on non-qualifying
power hedge contracts.

Operating Expenses. The variance was driven primarily by:

* A $94 milian impairment taken refated to OVEC. See Nate 11 to the
Consolidated Financial Statements, “Goodwilf and Intangible Assets” for
additional information; angd
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* A 364 miliicn increase in reguiated fuel expense driven primarily by
higher fuel costs and increased volumes.

Partially offset by:

+ A $30 million decrease in operating and maintenance expenses primarily
due to lower corporate governance costs;

« A $16 million decrease in nonregulated fuel expense for the Beckjord
station driven by lower cost of coal from decreased production as units
have been retired; and

« An $8 million decrease in property and other faxes driven primarily by an
(hio gas excise Yax settiement in 2014

interest Expense. The increase was primarily due to higher regulated
average debt balances in 2014 compared to 2013 and higher intercompany
interest expense related to the funds foaned fram Cinergy to Duke Energy
Commercial Asset Management, Inc. (DECAM).

Incoma Tax Expense. The effective tax rate for the years ended December
31, 2014 and 2013 was 389 percent and 39.1 percent, respectively.

Discontinued Operations, Net of Tax. The variance was primarily due to
the impairment recognized for the nonregeiated Midwest generahon busingss.

DUKE ENERGY INDIANA

Matters Impacting Future Results

On February 17, 2014, Duke Energy Ohio announced it had initiated a
process to exit its nenregulated Midwest generation business. Duke Energy
Ohia expects ta dispose of the nonregulated Midwest generaticn business in
the second quarter of 2015. Duke Energy Ohio recognized a pretax impairment
charge of $886 million for the year ended December 31, 2014, which represents
the excess of the carrying value over the estimated fair value of the business
hased on the transaction price included in the PSA, less estimated costs to sell.
The transaction is expected ta close by the end of the second quarter of 2015
and the impairment will be updated, if necessary, based on the final sales price,
after any adjustments at closing for working capital and capital expenditures.

in 2013, a FERC Administrative Law Judge issued an initial decision that
Duke Energy Ohio is responsible for costs associated with certain MYP costs,
a type of MTEP cost, approved by MISO prior to the date of Duke Energy Ohio's
withdrawal. The initial decision will be reviewed by FERC. If FERC upholds the
initial decision, Duke Enesgy Otvo infends o file a0 appeal in federal coust.
If Duke Energy Ohic is deemed responsible for these costs, and if a pertien
of these costs are not eligible for recovery, there may be an adverse impact
to tts financial pesition, results of operations and cash flows. See Note 4 to
the Consolidated Financial Statements, “Regulatory Matters,” for additionat
information.

Introduction

Management's Discussion and Analysis should be read in conjunction with
the accompanying Consolidated Financial Statements and Notes for the years
ended December 31, 2014, 2013 and 2012.

Basis of Presentation

The results of operations and variance discussion for Duke Energy
Indiana is presented in a reduced disclosure format in accordance with General
Instruction (1)(2)¢a} of Form 10-K.

Results of Operations
Years Ended December 31,

{in millions} 2014 2013 Variance
Operating Revenues 43,175 $2.926 $ 249
Operating Expenses 2470 2193 m
Operating ncome {Loss) 705 k) (28)
Other Income and Expense, net 22 18 4
Interest Expense 171 170 1
Income {Loss) Before Income Taxes 556 581 ¥5)]
Income Tax Expense (Benefit) 197 223 (26)

Net tncome (Loss)

$359 § 358 $ 1

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

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

Increase (decrease) over prior year 2014 2013
Residential sales 21% 12%
General service sales —e 0.5%

Industrial sales

Wholesale power sales

Total sales

Average number of costomers

25% 3%
88)% (14%
(0.8)% 04%
0.6% 0.7%

15
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Year Ended December 31, 2014 as Compared to 2013

Operating Revenues, The variance was driven primarily by:

« A $138 million increase in fue) revenues {including emission
allowances) due to an increase in fuel rates as a result of higher fuel
and purchased power costs;

+ An $86 million net increase in rate riders primarily due to updates to the
IGCC rider; and

+ A$17 million increase in wholesale power revenues prmasily due to
higher customer rates.

Operating Expenses. The variance was driven primarily by:

= A $128 million increase in fuel costs primarily driven by higher fue! and
purchased power costs;

« A $71 million increase in depreciation and amortization primarily as a
result of the Edwardsport IGCC plant being placed into service in the
second quarter of 2013;

* A $57 millgn increase in property and other taxes, primanily as a result
of amounts recorded related to an Indiana sales tax avdit; and

» A $21 million increase in operation and maintenance primarily due
fo higher operation and maintenance costs, higher outage costs at
generation plants, partially offset by decreased corporate costs.

Income Tax Expense, The eftective tax rate for the years ended December
31, 2014 and 2013 was 35.5 percent and 38.4 percent, respectively. The
decrease in the effective tax rate was primarily due to a reduction in the Indiana
statutory corporate state income tax rate, a more favorable state tax credit, and
a prior period adjustment.

Matters Impacting Future Results

Duke Energy Indiana is evaluating converting Wabash River Unit 6 to a
natural gas-fired unit or retiring the urut earlier than its current estimated useful
life. It Duke Energy Indiana elects early retirement of the unit, recovery of remaining
book values and associated camying costs totaling approximately 340 million could
be subject to future reguiatory approva’s and therefore cannot be assured.

In 2015, the (URC is examiring intervenors’ allegations that the
Edwardsport IGCC was not properly placed in commerciaf operation in June 2013
and intervenors' allegations regarding plant performance. In addition, the Indiana
Court of Appeals remanded the IURG order i the ninth IGCC rider proceeding
back to the IURC for turther findings concerning approximately $61 mitfion of
financing charges Joint Intervenors claimed were caused by construction delay
and a ratemaking issue concerning the in-service date determinaticn for {ax
purposes. The outcome of these proceedings could have an adverse impact to
Duke Energy Indiana's financial position, results of gperations and cash flows.
Duke Energy cannat predict on the outcome of these proceedings. See Note 4
to the Conselidated Finangial Statements, “Regulatory Matters,” for additional
information.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Preparation of financial statements requires the appfication of accounting
policies, judgments, assumptions and estimates that can significantly affect
the reported results of operations and the amounts of assets and liabilities
reported in the financial statements. Judgments made include the likefihood of
success of particular projects, possible legal and regulatory challenges, earnings
assumptions on peasion and other benefit fund investments and anticipated
recovery of costs.

4

Management discusses these policies, estimates and assumptions with
senior members of management on a regular hasis and provides periodic
updates an management decisions to the Audit Committee of the Board of
Directors. Management believes the areas described befow require significant
judgment in the application of accounting pelicy or in making estimates and
assumptions that are inherently uncertain and that may change in subsequent
periods.

Regulatory Accounting

A substantial majority of Regufated Utilities, Duke Energy's regulated
operations, meet the criteria for application of regulatory accounting treatment.
As a result, Duke Erergy records assets and liabilities that would not be recorded
for nonregulated entities. Regulatory assets generally represent incurred costs
that have been deferred because such costs are probable of future recovery in
customer rates, Regulatory liabilities generally represent obligations to make
refunds or reduce rates to customers for previous collections or for costs that
have yet to be incurred.

Management continually assesses whether recorded regulatory assets
are probabile of future racovary by censidering factars such as applicable
regulatory environment changes, histerical regulatory treatment for similar costs
othes regulated entities, and the status of any pending or potential deregulation
legistation. If future recovery of costs ceases to be probable, asset write-offs
would be recognized in aperating income. Additionally, regulatory agencies can
provide flexibility in the manner and timing of the depreciation of property, pfant
and equipment, recognition of nuclear decommussioning costs and amortization
of regulatory assets or may disallow recovery of all or a portion of certain assets.
For further information on tegulatory assets and liabilities, see Note 4 o the
Consalidated Financial Statements, “Regulatory Matters.”

#s required by regulated operations accounting, significant judgment can
be required to determine if an otherwise recognizable cost is considered to be an
entity specific cost recoverable in future rates and therefore a regulatory asset.
Significant judgment can also be required to determine if revenues previously
recognized are for entify specific costs that are no longer expected to be incurred
and are therefore a regulatory liability,

Regulatory accounting rules also require recognition of a loss if it becomes
prohable that part of the cost of a plant under construction {or a recently
completed plant or an abandoned plant) will be disallowed for ratemaking
purposes and a reasonabie estimate of the amount of the disallowance can be
made. For example, if 4 cost cap is set for a plant still under construction, the
amount of the disallowance is a resuit of a judgment as to the ultimate cos? of
the plant. Other disallowances can require judgments on allowed future rate
recovery. See Note 4 to the Censolidated Financial Statements, “Regulatory
Matters,” for a discussion of disallowances recorded related to the Edwardsport
IGCC plant and the retired Crystal River Unit 3 Nuclear Station.

When it becomes probable tha regulated generation, transmission or
distribution assets wifl be abandoned, the cost of the asset is removed from
plant in service. The value that may be retained as an asset 0 the balance
sheet for the abandoned property is dependent upon amounts that may be
recovered through regulated rates, including any return. As such, an impairment
charge could be offset by the estabishment of a regulatory asset if rate recovery
is probable. The impairment for a disallowance of costs for regulated plants
under canstruction, recently completed or abandoned is based on discounted
cash flows.

As discussed in Note 2 to the Consolidated Financial Statements,
‘Requisitions, Dispositons and Sates of Other Assets,” Duke Energy Carotinas
and Duke Energy Progress recorded disallowance charges in 2012 in order to
gain FERC approval of the merger between Duke Energy and Progress Energy. In
adition to the disallowances, Duke Energy Carolinas and Duke Energy Progress
guaranteed Iotal fuel savings fo customers in North Carofina and Scuth Carolina
of $687 million over the five years in order to gain NCUC and PSCSC approval
of the merger between Duke Energy and Progress Energy. Based on current
estimates of future fuel costs, Duke Energy anticipates that it will meet the
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guaranteed fuel savings. However, if actual fuel costs are higher than expected,
Duke Energy could record a charge for the unmet guaranteed savings.

Goodwill Impairment Assessments

Duke Energy allocates goodwill to reparting units, which are determined
to be an gperating segment or one level below based on how the segment is
managed. Duke Energy is required to test goodwill for impairment at the reporting
unit fevel at least annually and more frequently if it is more likely than not that
the fair value of a reporting unit is less than its ¢arrying value. Duke Energy
performs its annual impairment test as of August 31.

Application of the goodwill impairment test requires management
judgment, including determining the fair value of the reporting unit, which
management estimates using 8 weighted combination of the income approach,
whith gstimates fair value based on discounted cash flows, and ihe market
approach, which estimates fair value based on market comparables within the
utility and energy industries. Significant assumptions used in these fair value
analyses include discount and growth rates, future rates of return expected
to result from ongoing rate regulatios, utility sector market parformance and
transactions, projected operating and capital cash flows for Duke Energy's
business and the fair value of debt.

Estimated future cash flows under the income approach are based
to a large extent on Duke Energy's internal business plan, and adjusted as
appropriate for Duke Energy's vews of market participant assumptions. Duke
Energy's internal business plan refiects management's assumptions related
to customer usage and attrition based on internal data and econemic data
obtained from third-party sources, projected commodiy pricing data and
patential changes in environmental regulations. The business plan assumes
the occurrence of certain events in the future, such as the outcome of future
rate filings, future approved rates of returns on equity, anticipated earnings/
retums related to significant future capital investments, continued recovery of
cost of service, the rengwal of certain contracts and the futuse of renewable 1ax
credits. Management also makes assumptions regarding operation, maintenance
and generaf and administrative costs based on the expected cutcome of the
aforementioned events. In estimating cash flows, Duke Energy incorporates
expected growth rates, regufatory and economic stability, the ability to renew
contracts and other factors, inta its revenue and expense forecasts.

(One of the most significant assumptions that Duke Energy utilizes in
determining the fair value of its reporting units under the income approach
is the discount rate applied to the estimated future cash flows. Management
determines the appropriate discount rate for each of its reporting units based on
the weighted average cost of capital (WACC) for each individual reporting unit.
The WACC takes into account both the after-tax cost of debt and cost of equity.
A major companent of the cost of equity is the current risk-free rate on 20-year
U.5. Treasury bonds. In the 2014 impairment fests, Duke Energy considered
implied WACCs for certain peer companies in determining the appropriate WACC
rates to use in its analysis. As each reporting unit has a different risk profile
based on tha nature of its operations, including factors such as regulation, the
WACC for each reporting unit may differ. Accordingly, the WACCs were adjusted,
as appropriate, to account for company specific sisk premiums. The discount
rates used for calculating the fair values as of August 31, 2014, for each of Duke
Energy's domestic reporting units ranged from 5.3 fo 6.9 percent.

For Duke Energy's international operations, a country-specific risk
adder based on the average risk premium for each separate country in which
International Energy operates was added to the base discount rate to reflect the
differing risk profiles. This resulted in a discount rate for the August 31, 2014
goodwill impairment test for the international operations of 10.5 percent.

The underlying assumptions and estimates are made as of a point in time.
Subsequent changes, particularty changes in the discount rates, authorized
regufated rates of return or growth rates inherent in management's estimates of
future cash flows, could result in future impairment charges.

The majority of Duke Energy’s business is in environments that are either
fully or partially rate-regulated. In such environments, revenue requirements are
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adjusted periodically by regutators based on factors including levels of costs,
sales volumes and costs of capital. Accordingty, Duke Energy's regulated utilities
operate to some degree with a butfer from the direct effects, positive or negative,
of significant swings in market or economic conditions. However, changes in
discount rates may have a significant impact en the fair value of equity.

s of August 31, 2014, all of the reporting units’ estimated fair value of
equity exceeded the carrying value of equity by more than 10 percent.

Long-Lived Asset impairment Assessments, Excluding Regulated Operations

Property, plant and equipment, excluding plant held for sale, is stated
at the lower of carrying value (historical cost less accumulated depreciation
and previously recorded impairments) or fair value, if impaired. Duke Energy
evaluates property, plant and equipment for impairment when events or changes
in circumstances (such as a significant change in cash flow projections, the
determination that it is more likely than rot an asset or asset group will be
sold} indicate the carrying value of such assets may not be recoverable. The
determination of whether an impairment has occurred is based on an estimate
of undiscounted future cash flows atiributable to the assets, as campared with
their carrying value.

Performing an impairment evatuation involves a significant degree of
estimation and judgment in areas such as identifying circumstances that
indicate an impairment may exist, identifying and grouping affacted assets,
and developing the undiscounted future cash flows associated with the asset,
If an impairment has accurred, the amount of the impairment recognized is
determined by estimating the fair value of the asset and recording a loss if
the carrying value is greater than the fair value, Additionally, determining fair
value of the assel requires probability weighting future cash fiows to reflect
expectations about possible vaniations in their amounts or timing and the
selection of an appropriate discount rate. Although cash flow estimates are
based on relevant information available at the time the estimates are made,
estimates of future cash flows are, by nature. highty uncertain and may vary
significantly from actual results. For assets identified as held for sale, the
carrying value is compared to the estimated fair value less cost to sell to
determine if an impairment loss is required. Until the assets are disposed of,
their estimated fair valug is re-evaluated when crcumstances o events change.

When determining whether an asset or asset group has been impaired,
management groups assets at the lowest level that has discrete cash flows.

For further information related to the impairment recorded in conjuncticn
with planned sale of Duke Energy’s Disposal Group to Dynegy, see Note 2 fo the
Consolidated Financial Statements, “Acquisition, Disposals and Sales of Other
Assets.”

Accounting for Loss Contingencies

Preparation of financial statements and related disclosures require
judgments regarding the future oulcome of contingerd events. Duke Energy is
involved in certain legal and environmenta? matters arising in the normal course
of business. Estimating probable losses requires anafysis of multiple forecasts
and scenarios that often depend on judgments about potential actions by third
parties, such as federal, state and local courts and other regulators. Contingent
liabilities are often resolved over long perieds of time. Amounts recorded in the
consolidated financial statements may differ from the actual outcome once the
contingency is resclved, which could have a material impact on future results of
operations, financial position and cash flows of Duke Energy.

For further informaticn, see Notes 4 and 5 to the Consolidated Financial
Statements, “Regulatory Matters” and “Commitments and Contingencies.”

Revenue Recognition

Revenues on sales of electricity and gas are recognized when either the
service is provided or the product is delivered. Operating revenues include
unbilled electric and gas revenues earned when service has been delivered
but not bifled by the and of the accounting period. Unbilled retail revenues
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are estimated by applying an average revenue per kilowatt-hour (kWh) or per
thousand cubic feet (Mcf) for all customer elasses to the number of estimated
kWh o Mcf delivered but not billed. Unbilled wholgsale energy revenues are
calculated by applying the contractual rate per megawatt-hour (MWh) to the
number of estimated M¥h delivered but nat yet billed. Unbilled whelesale
demand revenues are calculated by applying the contractual rate per megawatt
{MW) 1o the MW votume detivered but not yet biied. The amount of unbitled
revenues can vary significantly from period to period as a result of rumerous
factors, including seascnality, weather, customer usage patterns, customer mix
and the average price in effect for customer classes.

Pension and Other Post-Retirement Benefits

The calculation of pension expense, other post-retirement benefit expense
and net pension and other post-retirement assets or liabilities require the use
of assumptions and election of permissible accounting aftematives. Chariges
in assumptions can result in d:fferent expense and reported asset or liability
amounts, and future actual expenence can differ from the assumptions. Duke
Energy helieves the most critical assumptians for pension and other post-
retirement benefits are the expected long-term rate of return on plan assets
and the assumed discount rate. Additionally, the health care cost trend rate
assurmption is critical to Duke Energy's estimate of other post-retirement
benefils.

Duke Energy has historically utilized the Society of Actuaries’ (SOA)
published mortality data in developing a best eshimate of mortality as part of
the calcutation of the pension obligation (qualified and non-qualified) and other
post-retirement benefit obligation. On October 27, 2014, the SOA published
updated martality tatrles for U.S. plans (RP-2014) and an updated improvement
scaie, which both reflect improved longevity. Based on an evaluation of the
mortality experience of Duke Energy's pensicn plan participants, the updated
SOA study of mortality tables and recent additional studies of mortality
improvement, Duke Energy adopted an adjusted version of the SOA's new RP-
2014 mortality tables with an updated generational improvement scale (BB-2D)
previousty published by the SOA for purposes of measuring its U.S. pension
{qualified and non-qualified) and other post-retirement benefit abligations as
of December 31, 2014. The change to the mertality assumption increased Duke
Energy's pension cbligation (qualified and non-qualified) and other past-
retirement benefit obligation by $201 million and $7 million, respectively, as of
December 31, 2014.

Ouke Energy elects to amortize net actuarial gains or l03ses in excess
of the coridor of 10 percent of the greater of the market-related vatue of plan
assets or plan projected benefit obligation, into net pension or other post-
retirarnent benefit expense over the average remaining service period of active
covered employees. Prior service cost or credit, which represents the effect on
plan liabilities due to plan amendments, is amortized over the average remaining
service period of active covered employees.

Duke Energy maintains non-contributory defined benefit retirement
plans. The plans cover mast 11.S. employees using a cash balance formula.
Under a cash balance formula, a plan participant accumulates a retirement
benefit consisting of pay credits based upon a percentage ¢f current eligible
eamings based on age and years of service and current interest credits. Certain
employees are covered under plans that use a final average earnings formula.

Duke Energy provides some health care and life insurance benefits
for retired employees on a contributory and non-contributory basis. Certain
employees are eligible for these benefits if they have met age and service
requirements at retirement, as defined in the plans.

As of December 31, 2014, Duke Energy assumes pension and olher post-
retirement plan assets will generate a long-term rate of return of 6.50 percent.
The expected long-term rate of retumn was devetoped using a weighted average
calculation of expected returns based primarily on future expected returns across
asse! classes considering the use of active asset managers, where applicable.
Equity securities are held for their higher expected returns. Debt securities are
primanty held o hedge the persion liabdlity. Hedge funds, real estate and other
global securities are held for diversification. Investments within asset classes
are to be diversified to achieve broad market participation and reduce the
impact of individual managers on investments. In 2013, Duke Energy adopted
a de-risking investment strategy for its pension assets. As the funded status of
the plans increase, over time the targeted allocation to return seeking assets will
be reduced and the targeted allocation to fixed-income assets will be increased
to better manage Duke Energy"s pension liability and reduced funded status
volatitity. Based on the current funded status of the plans, the asset atlocation
for the Duke Energy pension plans has been adjusted to 65 percent fixed-income
assets and 35 percent return-seeking assets and the asset allocation for the
Progress Energy pension plans has been adjusted to &0 peicent fixed-income
assets and 40 percent return-seeking assels. Duke Energy regularly reviews
its actual asset allocation and periodically rebalances ifs investments to the
targeted allocations when cansidered appropriate.

The assets for Duke Energy’s pension and other post-retirement plans are
maintained in a master trust. Duke Energy aiso invests other post-refirement
assets in the Duke Energy Corporation Employee Benefits Trust (VEBA 1). The
investment objective of VEBA ! is to achieve sufficient returns, subject to a
prudent level of portfolio nsk, for the purpose of promoting the security of plan
benefits for participants. YEBA |15 passively managed.

Duke Energy discounted its future U.S. pension and other post-retirement
obligations using a rate of 4.1 percent as of December 31, 2014. Discount
rates used to measure benefit plan obligations for financial reporting purposes
reflect rates at which pension benefits could be effectively settled. As of
December 31, 2014, Duke Energy determined its discount rate for U.S. pensicn
and cther post-retirement obligations using a bond selection-settlement portfolio
approach. This approach develops a discount rate by selecting a partfolio of high
quality corporate bonds that generate sufficient cash flow to match the timing
of projected benefit payments. The selected band portfolio is derived from a
universe of non-callable corporate bonds rated Aa quality or higher. After the
bond partfolio is sefected, a single interest rate is determined tha? equates the
present value of the plan's projected benafit payments discounted at this rate
with the market value of the bonds selected.

Future changes in plan asset returns, assumed discount rates and
various other factors related to the participants in Duke Energy’s pension and
past-retirement plans will impact future pension expense and liabilities. Duke
Energy cannat predict with cerfainty what these factors will be in the future. The
following table presents the approximate effect on Duke Energy's 2014 pretax
pension expense, pretax other post-retirement expense, pension obligation and
other post-retirement benefit obligation if a 0.25 percent change in rates were
to oceur.

{in millians}

Qualified and Non-
Qualified Pension Plans Other Post-Retirement Plans

+0.25% -0.25% +0.25% -0.25%

Effect on 2014 pretax pension and other post-retirement expense
Expected long-term rate of returnt
Discount rate

Effect on pension and cther post-retirement benefit obligation at December 31, 2014
Discount rate

$ 19 $ 19 $ $ 1
{n 16 @ Z
$ (198 $ 203 § (20 $21
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Duke Energy’s U.S. other post-retirement plan uses a health care trend rate covering both pre- and past-age 63 refired plan participants, which is comprised of a
medical care frand rate, which reflects the near- and lang-tarm expectation of increases in medical costs, and a prescription drug trend rate, which eflects the near- and
long-term expectation of increases in prescription drug ¢osts. As of December 31, 2014, the hea'th care trend rate was 6.75 percent, trending down to 4.75 percent by 2023.
The following tabie presents the approximate effect on Duke Energy’s 2014 pretax other post-retirement expense and other past-retirement benefit abligation if a 1 percentage
peint change in the health care trend rate were fo occur.

Other Post-Retirement Plans

(in millions) +1.0% -10%
Effect on 2014 other post-refirement expense $ 7 $ ®
Effect on other post-retirement benefit obligation at December 31, 2014 36 (31)

For further information, see Note 21 to the Consolidated Financial Staterments, “Employee Bengfit Plans.”

LIGUIDITY AND CAPITAL RESOURCES

Sources and Uses of Cash International Energy over a period of up to eight years. Between $1.2 biltion
o ) and $1.4 billion will be remitted in 2015, with the remaining amount remitted

~ Duke Energy refies primarily upon cash flows from operations, debt by 2022. The proceed's of the dividend will principally be used to support Duke

issuances and its existing cash and cash equivalents to fund s domestic Energy's dividend and grawth in the domestic business.

liquidity and capital requirements. Duke Energy's eapital requirements arise The Subsidiary Registrants generally mairtain minimal cash balances and

primarily from capitaf and investment expenditures, repaying long-term debtand e short-term borrawings o mee? their working capital needs and other cash
paying dividends te shareholders. Duke Energy’s projected primary sources and requirements. The Subsidiary Registrants, excluding Progress Energy, support

uses for the next three fiscal years are included in the table below. their short-term borrowing needs through participation with Duke Energy and
certain of its other subsidiaries in a money pool arrangement. The cempanies

(in milligas) w018 2016 BT with short-term funds May provide short-term loans to affiliates participating
Uses: under this arrangement. See Note 6 to the Consolidated Financial Statements,
Gapital expendrtures $ 7.025-7425 § 8600-9375 $7050-7.825 “Debt and Credit Facilities,” for additional discussion of the money pool
Debt maturities and reduction in arrangement,

short-term debt® 3300 1850 2150 Duke Energy and the Subsidiary Registrants, excluding Progress Energy,
Dividend payments 2750 2300 2350 mayalse use short-term debt, including commercial paper and the money
Share repuThases 1400 _ _ pooi, asa _bndge to long-term debt financings. The Ievels 01 borrowing may

' vaty significantly over the course of the year due to the timing of long-term

Sources: debt financings and the impact of fluctuations in cash flows from gperations.
Cash flows from eperations™ $ 7115 § 7525 ¢ 8100  From fime to time, Duke Energy’s current liabilities exceed current assets
Debt issuances 3,100 6.000 4000 tesulting 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

Proceeds from the sale of ) h ;
0 {he seasonality of its business.

the Disposal Group 2.800 — —
() Excludes caprtal leases and secuntized racervables maturities in 2016 and 2017 expected to be renewed CREDIT FACILITIES AND REGISTRATION STATEMENTS

Amounts represent Duke Energy's financing plan, winch accelerates certan confractual maturties
(o) Cash flows from eperations mncludes expenditures related to ash basi closures

Master Credit Facility Summary
Duke Energy expects the sale of the Disposal group to Dynegy to be
completed by the end of the secend quarter of 2015. The sale price is $2.8 At December 31, 2014, Duke Energy had a Master Credit Facility with a
billion in cash subject to adjustments at closing for changes in working capacity of $6 billion. In January 2015, Duke Energy amended the Master Credit
capital ang capital expenditures. Upon closing of the transaction, Duke Energy Facility ¥ increase its capacity 1o $7.5 biliion through January 2020. The Duke
intends fa execute a balanced recapitalization strategy with the proceeds. The Energy Registrants, excluding Progress Energy, each have borrawing capacity

recapitalization is expected fo include a combination of an accelerated share urder the Master Credit Facifity up to specified sublimits for each borrower. Duke
repurchase and debt reduction through avoidance of halding company debt Energy has the unilateral ability at any time to increase or decrease the bormowing
issuances in 2015. The ultimate use af proceeds will depend on facts and sublimits of each barrower, subject to a maximum sublimit for each barrower. The
circumstances at the time of the closing. For further information on the Midwest ~ amount available under the Master Credit Facility has been reduced to backstop
Generation Exit, refer to Note 2 te the Consolidated Financial Statements, the issuances of commercial paper. certain letters of credit and variable-rate
“Acquisitions, Dispositions and Sales of Other Assets.” demand tax-exempt bonds that may be put to the Duke Energy Registrants at the

In December 2014, Duke Energy declared a taxable dividend of historical option of the holder, The table below inctudes the current borrowing subfimits and
foreign earnings in the form of noles payable that will result in the repatriation available capacity under the Master Credit Faciity.
of approximately $2.7 bilfion of cash held and expected to be generated by
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December 31, 2014

Duke Duke Duke Duke Duke Duke

Duke Energy Enargy Energy Energy Energy Energy

{in millions) Energy (Parant} Caralinas Progress Florida Chio Indiana

Facility Size $ 6.000 $ 2,250 $1.000 $750 $650 $650 $ 700
Reduction to backstop issuances

Commercia! paper™ 2.02n 1479 (300) — 2% (38 {175

Outstanding letters of credn {70) (&2) it 2 (n — (Y]

Tax-exempt bonds (116 —_ (35) — — — {81)

hvailable capacty $3.793 § 109 § 66l $78 $620 $612 § 243

fa)  Represents the sublimit of each borrower at December 31. 2014 The Duke Energy Chio sublimit inciudes $100 mifian for Duke Energy Kentucky
(b} Duke Energy ssued $475 million of commercial paper and loaned the proceeds through the maney pool to Duke Energy Carnlinas, Duke Energy Ohio and Duke Enesgy Indbana The batances are included within Long-Term Debt

Payabie o Afifkated Companies m the Tansohoated Batance Sheets

On February 20, 2015, Duke Energy Carolinas, Duke Energy Progress and
Duke Energy Business Senvices LLC (DEBS), 2 whally owned subsidiary of Ouke
Energy, each entered into a Memorandum of Plea Agreement (Plea Agreements)
in connection with the investigation initiated by the United States Department
of Justice Eavironmental Grimes Section and the United States Attarneys for the
Eastern District ¢f North Carolina, the Middle District of North Carolina and the
Western District of North Carolina {coliectively, the USDOI). Under the terms
of the Plea Agreements, Duke Energy Carclinas and Duke Energy Progress are
required to each maintain $250 miflion of available capacity under the Master
Credit Faciity as security to meet their obligations under the Plea Agreements,
in addition to certain other cenditions set aut in the Plea Agreements. The
Plea Agreements are subject fo court approval. See Note 5 to the Consolidated
Financial Statements, “Commitments and Contingencies,” for additional
information,

PremierNotes

Duke Energy has an effective registration statement (Form $-3) with the
Securities and Fxchange Commission (SEC) to sell up to $3 billion of variabie
denomination floating rate demand notes, called PremierNotes. The Form $-3
states that no more than $1.5 billicn of the notes will be putstanding at any
particular time. The notes are offered on a continuous basis and hear interest
at a floating rate per annum deterrmned by the Duke Energy PremieNotes
Committee, or its designee, on a weekly basis. The interest rate payable on notes
held by an investor may vary based on the principal amount of the investment.
The notes have no stated maturity date, are non-transferable and may be
redeemed in whole ar in part by Duke Energy or at the investor's option at any
fime. The balance as of December 31, 2014 and December 31, 2013, was $368
mitlion and $836 million, respectively. The notes are short-term debt abligations
and are reflectad as Notes payable and commercial paper on Duke Energy's
Cansolidated Balance Sheets.

SheM Registration

In September 2013, Duke Energy filed a Form $-3 with the SEC. Under this
Farm S-3, which is uncapped, the Duke Energy Registrants, excluding Progress
E£nergy 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.

CAPITAL EXPENDITURES

Duke Energy continues to focus en reducing risk and positioning its
business for future success and will invest principally in its strangest business
sectors. Based on this goal, the majority of Duke Energy's total projected capital
expenditures are allocated to the Regulated Utilities segment. Duke Energy's
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projected capital and investment expenditures for the next three fiscal years are
inchded in the table below.

{in millions) 2015 2018 2017
New genesation $ B25 $2200 § 850
Environmental 275 300 450
Nuclear fuel 450 475 425
Major nugtear 300 175 150
Customer additions 500 525 550
Gnd modermzation and other transmission

and distribution projects 1050 1375 1525
Maintenance 2550 2775 2300
Tota! Regulated Utilities 5950 7825 6250
Commercial Power, Internationai Energy and Cther 1.075 115 800
Total committed expenditures 7025 8500 7050
Discretionary expenditures 400 175 175
Total projected capital and nvestment expenditures $7425 $9375 $73875

DEBT MATURITIES

The following table shows the significant components of Current maturities
of long-term debt on the Consolidated Balance Sheets. The Duke Energy
Registrants cumentfy anticipate satisfying these obligations with cash on hand
and proceeds from additional berrowings.

December 31,

{in millions) Maturity Date  Interast Rate 2014
Unsecured Debt
Duke Energy (Parent) April 2015 1350% § 450
First Mortgage Bonds
Duke Energy Obio March 2015 0.375% 150
Ouke Energy Progress April 2015 5150% 300
Duke Energy Cargiinas October 2015 5.300% 500
Buke Energy Florida November 2015 0.650% 250
Duke Engrgy Flonda December 2015 5.100% 300
Duke Energy Progress Qecember 2015 5.250% 450
Tax-exampt Bonds
Duke Energy Progress January 2015 0 108% 43
Other 214
Current maturities of

long-term debt $ 2807
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DIVIDEND PAYMENTS

In 2014, Duke Energy paid quarterly cash dividends for the 88th
consecutive year and expects to centinue its policy of paying regular cash
dividends in the future, There is no assurance as to the amount of future
dividends because they depend on future eamings, capital requirements,
financial condition and are subject 1o the discretion of the Board of Directors.

The Board of Directors contirues to target a payout ratio of 65 to 75
percent, based vpon adjusted diluted EPS. Qver the past several years, Duke
Energy’s dividend has grown at approximately 2 percent annually, slower than
overall adjusted earnings growth. Duke Energy has now achieved the targeted
paycut range and believes it has the flexibility to grow the dividend at a pace
more consistent with adjusted earnings growth.

Dividend and Other Funding Restrictions of Duke Energy Subsidiaries

As discussed in Note 4 to the Consolidated Financial Statements
“Regulatary Matters,” Duke Energy’s whelly owned public utility operating
companies have restrictions on the amount of funds that can be transferred to
Duke Energy via dividend, advance or loan as a result of conditions imposed by
various regulators in conjunction with merger transactions. Duke Energy Progress
and Duke Energy Florida also have restrictions imposed by their first mertgage
bond indentures and Articles of Incorporaticn which, in certain circumstances,
limit their ability to make cash dividends or distributicns gn common stack.
Additionally, certain other Duke Energy subsidiaries have other restrictions, such
as minimum working capital and tangible ret worth requirements pursuant to
debt and other agreements that limit the amount of funds that can be transfemed
to Duke Energy. At December 3£, 2014, the amount of restricted net assets of
wholly owned subsidiaries of Duke Energy that may not be distributed to Duke
£nergy in the form of a loan or dwidend is less than 25 percent of Duke Energy’s
net assets. Duke Energy does not have any legal or other restrictions on paying
common stock dividends to shareholders out of its consolidated equrty accounts.
Although these restrictions cap the amount of funding the various operating
subsidaries can provide to Duke Energy, management does not believe these
restrictions will have a significant impact on Duke Energy's ability to access
cash to meet its payment of dividends on comman steck and other future funding
obligations.

CASH FLOWS FROM OPERATING ACTIVITIES

The relatively stable operating cash flows of Regulated Utilities compose
a substantial pertien of Duke Energy's cash flows from operations. Regulated
Utilities' cash flows from operations are primarily driven by sales of electricity
and natura! gas and costs of operatians. Weather conditions, working capital and
commodity pnce fuctuations, and unanticipated expenses, including unplanned
plant outages and storms can affect the timing and level of cash fiows from
aperations.

Duke Energy believes it has sufficient liquidity resources through the
commercial paper markets, and uitimately, the Master Credit Facility, 1o support
these operations. Gash flows from operations are subject to a number of other
factors, including, but not limited to, regulatory constraints, economic trends and
market volatility (see Iltem 1A, “Risk Factors,” for additional information).

At December 31, 2014, Duke Energy had cash and cash equivalents and
short-term investments of $2.0 billion, of which approximately $1.7 billion is
hefd by entities domiciled in foreign jurisdictions. During 2014, Duke Energy
declared a Yaxable dividend of historical foreign earnings in the form of notes
payable that will resulf in the repatriation of approximately $2.7 billion of cash
hetd and expected to be generated by International Energy over a period of up
to eight years. As a result of the decision to repatriate all cumulative historic
undistributed foreign earnings, during the fourth quarter of 2014, Duke Energy
fecorded LS. income tax expense of approximately $373 million. Duke Energy's
intention is to indefinitely reinvest prospective undistributed earnings generated
by Duke Energy's foreign subsidiaries. See Note 22 to the Consolidated Financial
Statements, “Income Taxes,” for additional information.

DEBT ISSUANCES

Depending on availability based on the issuing entity. the credit rating of
{he issuing entity, and market canditions, the Subsidiary Registrants prefer to
issue first mortgage bonds and secured debt, followed by unsecured debt. This
preference is the result of generally higher credit ratings for first mortgage bonds
and secured debt, which typically result in lower interest costs. Duke Energy
Carporation primarily issues unsecured debt.

Duke Energy's capitalization is balanced between debt and equity as
shown in the table below. The 2015 projected capitalization percentages exclude
purchase accounting adjustments of approximatety $2.9 billion refated to the
merger with Progress Energy, while the 2014 and 2013 percentages include all
debt-related purchase accounting amounts.

Projacted
2015 Actual 2014  Actual 2013
Equity 50% 9% 50%
Debt 50% 51% 50%

Duke Energy's fixed charges coverage ratio, calculated using SEC
guidelines, was 3.2 tmes for 2014, 3.0 times for 2013 and 2.4 times for 2012.

Restrictive Debt Covenants

Duke Energy's debt and credit agreements contain various financial and
other covenants. The Master Credit Facility contains a covenant requiring the
debt-to-total capitalization ratio to not exceed 65 percent for each borrower.
Farlure to megt those covenants beyond applicable grace periods could result in
accelerated due dates and/or termination of the agreements or sublimits thereto.
As of December 31, 2014, Duke Energy was in compliance with alt covenants
related to its significant debt agreements, In addition, some credit agreements
mmay allow for acceleration of payments or termination of the agreements due
te nonpayment, or to the acceleration of other significant indebtedness of the
borrower or seme of its subsidiaries. None of the debt or credit agreements
centain material adverse change clauses.

Credit Ratings

The Duke Energy Repistrants each hold credit ratings by Fitch Ratings,
Inc. {Fitch), Moady's Investers Service, Inc. (Moody's) and Standard & Poor's
Rating Services (S&P). The following table includes Duke Energy and certain
subsidiaries’ credit ratings and ratings outlook as of February 2015.

Fitch Moody’s  S&P
Duke Energy Corporation Stable Stable Positive
Issuer Credit Rating BEB+ A3 BBB+
Senior Unsecured Debt BBB+ A3 8BB
Commercial Paper F-2 p-2 A-2
Duke Energy Carolinas Positive  Stable Positve
Senior Secured Debt A+ Ag? A
Senior Unsecured Debt A Al BBB+
Progress Energy Stable  Stable Posiive
Senior Unsecured Debt BBB Baal  BBB
Duke Energy Prograss Stable  Stable Positwe
Senior Secured Debt A+ Aa? A
Senior Unsecured Debt A Al BBE+
Duke Energy Florida Stable  Stable Posdwve
Senior Secured Debt A Al A
Senior Unsecured Debt A- A3 B8BB+
Duke Energy Ohie Stable  Stable Fositive
Senior Secured Debt A AZ A
Senior Unsecured Debt A- Baal BBB+
Duke Energy Indiana Stable  Stable Positive
Senior Secured Debt A Aa3 A
Senior Unsecured Debt A A2 BBB+
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Credit ratings are intended 1o provide credit lenders a framework for
comparing the credit quality of securities and are net a recommendation to buy,
sell or hold. The Duke Energy Registrants’ credit ratings are dependent on the
rating agencies’ assessments of their ability to meet their debt principal and
interest obiigations when they come due. ¥, as a result of market conditions
or other factors, the Duke Energy Registrants are unable to mairtain current
baiance sheet strength, or if earnings and cash flow putlook matesially
deteriorates, credit ratings could be negatively impacted.

Cash Flow Information

The following table summarizes Duke Energy’s cash flows for the three
most recently completed fiscal years.

Years Ended December 31,
{in millions) 2014 2013 2012
Cash flows prowided by {used in}.

Operating actrities $ 658 § 6382 § 5244
Investing actiities (5373) {4978 (6,197}
Financing activities (678) {1321 267
Net increase (decrease} in cash and cash

equivalents 535 17 (686)
Cash and cash equivalents at beginning of period 1.501 1424 2110
Cash and cash equivalents at end of period $ 2036 § 1500 % 1424

OPERATING CASH FLOWS

The following table summarizes key components of Duke Energy’s
operating cash flows for the three most recently completed fiscal year.

Years Ended December 31,
(in millions) 2014 2013 w12
Net income $1889 $ 2676 $ 1782
Non-cash adjustments to net income 5,366 4876 3.769
Contributions to qualiied pensien plans — {250 {304)
Working capital (669) {3209 3
Net cash proyided by operating activities $ 6586 § 6382 $ 5244

For the year ended December 31, 2014 compared to 2013, the variance
was driven pnmarily by:

« A $204 milfion increase due to prior year contributions to qualified
pensicn plans, favorable retail pricing and rate nders and favorable
weather, partially offset by current year under collection of fue! and
purchased power ¢osts and timing of cash payments for cperations and
maintenance expanses.

For the year ended December 31, 2013 compared to 2012, the variance
was driven primarily by:

« A $2,001 million increase in net income after non-cash adjustments,
wainky due {a the inclusion of Progress Erergy’s results for first six
months of 2013 and the impact of revised rates and lower operation and
maintenance expenses, partially offset by,

« 4 $917 million decrease in operating cash flows from increased
investments in {raditional working capital, mainfy due o the timing of

receivables and accruals, lower incentive accruals, net of current year
payments and reserve reductions and the pricr year averaliocation of the
Carolinas’ fuels costs. These decreases were partially offset by the NEIL
proceeds.

INVESTING CASH FLOWS

The following table summarizes key compenents of Duke Energy’s
investing cash flows for the three most recently completed fiscal years.

Years Ended December 31,

{im millions} 2014 2013 2012
Capial. investment and acquisition expenditures  $(5,528)  $ {5.607) $(5.958)
Avaifable for-sale securities, net F4 173 (182
Proceeds from sales of equity investments and

other assets, and sales of and collections on

notes receivable 179 277 212
Cther investing iterns {47) 179 (269)
Net cash used in investing activibies 4(5313) § (4978 ${6.190

The primary use of cash related to investing activities is capital,
investmen{ and acquisition expenditures, detailed by repertable business
segment in the following table.

Years Endad December 31,

{in millions} 2014 03 012
Regolated Yilies $47a8 5049 b o422
Commercial Power 67 268 1.038
intermational Energy 555 67 5l
Other 162 223 149
Total caprtal, investment and acquisition

expenditures $5528 3§ 5600 § 5958

For the year ended December 31, 2014 compared to 2013, the variance
was driven primarily by:

* A $192 million return of collateral related to the Chilean hydro
acquisition in 2013 and

* A 3150 million decrease in net proceeds from sales and maturities of
available-for-sale securities, net of purchases.

for the year ended December 31, 2013 compared to 2012, the variance
was driven primarily by:

« A $581 million variance in restricted cash due ta posting collateral on a
secured debt issuance related to the Chilean hydro acquisition in 2012
and the retorn of a portion of this collateral in 2013,

« A $355 million increase in proceeds from the sales of available-for-sale
securities, net of purchases due to the investment of excess cash held
in foreign junsdictions and

* A $351 million decrease in capital, investment and acquisition
expenditures primarily due te lower spending on Duke Energy's
renewable energy projects and ongoing infrastructure madernization
program as these projects were completed, net of expenditures on
Progress Energy's maintenance projects.
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FINANCING CASH FLOWS

The following table summarizes key components of Duke Energy's
financing cash flows for the three most recently completed fiscal years.

Years Ended Decamber 31,

{in millions) 2014 2013 2012
Issuance of common stock related to employee benefit

plans $ 5§ 9%
Issuance of long-term dabt, net (123} Bél 1672
Notes payable and commercial paper 1,658 93 278
Dwvidends paid (2234) (2188 (LI52)
(ither financing tems {34) (81) 4b
Net cash {used ) provided by financing activities $ (678 (132 § 257

For the year ended December 31, 2014 compared to 2013, the variance
was driven primarily by:

» £ $1,595 miltion increase in proceeds from net issuances of notes
payable and commercial paper, primarily due to funding a larger
proportion of total financing needs with sheri-term debt in anticipation

Summary of Significant Debt Issuances

The following table summarizes significant debt issuances {in millians).

of the receipt in 2015 of proceeds from the sale of the Midwest
Generation business, the proceeds from which will partially be used for
deb? reduction, partially offset by

= A 3963 million decrease in net issuances of long-term debt, primarily
due to funding a larger proportion of total financing needs with short-
term debt in 2014 thanin 2013,

For the year ended December 31, 2013 compared to 2012, the variance
was driven primartly by:

* An $832 million decrease in net issuances of long-term debt, primarily
due to the timing of issuances and redemptions between years, resulting
from the completion of major construction projects,

= A $436 million increase in guarterly dividends primarily due to an
increase in common shares outstanding, resulting from the merger with
Progress Energy and an increase in dividends per share from $0.765 to
$0.78 in the third quarter of 2013. The totaf annual dividend per share
was $3.09in 2013 compared to $3.03 in 2012 and

* A $185 miliion decrease in proceeds from ret issuances of actes
payable and commercial paper, primarily due t¢ changes in short-term
working capital needs.

Year Ended December 31, 2014
Duke Duke Duke

Interast Energy Energy  Energy Duka
Issmance Date Maturity Date Rate {Parent) Progress  Florida Energy
Unsecured Debt
Apni 2014 April 2024 3rs0%  § 600 § — $ — § 600
April 2014 April 2017 0613% 400 — — 400
June 2014 May 2019 11970% —_ - — 108
June 20142 May 2021 13.680% — — — 110
Secured Debt
March 2014'¢ March 2017 0863% — — 225 225
July 2014 July 2036 5.340% — —_ — 129
First Mortgage Bonds
March 2014" March 2044 4375% — 400 — 400
March 2014 "¢ March 2017 0435% — 250 — 250
November 2014™ December 2044 4150% — 500 — 500
November 2014%* November 2017 0432% — 200 — 200
Totat issuances $1.000 $1350  $ 25 Y2922

(3

Progeeds were used to redeem $402 million of tax-exempt bands at Duke Energy Ohio. the repayment of outstanding commercial paper and for general corparate purposes See Nate 13 to the Consolidated Financial

Slatements “Related Party Transachons” for additianal information related to the redemption of Duke Energy Ohio s tax-exempt bonds

i
)
[

The dett 1 floating rate based on thiee-manth Loagon Interbank Oftered Rate (LIBOR) plus a fixed credit spread of 38 bagis points
Proceeds were used to repay $196 millon of debl for Internatignal Energy and for general corporals purposes
Relates to the secuntzation of accounts recevable at a subsidiary of Duke Energy Flonda Proceeds were used lo repay short-term bormowengs under ihe intercompany money poal borowing arrangement and for general

corporate purposes See Note 17 to lhe Cansohdated Financial Staternents “Vanabie Interest Entities™ for further details

{e)
]
t4
i}

The debt 15 floatng rate based on three-menth LIBGR plus a fixed credit spread of 20 basis points

93

Proceeds weré used 1o fund a portion of Duke Energy's pnds myestment in Ihe exishing Wind Star renewables portfolia
Proceeds were used fo repay shorl-term borrowings under the intercompany money poal borrewang arrangement and for ganeral carporate purpeses

Finezds wil be used to Tepay 1o redeem $450 miltion oA Yas-exervpt bonds. yepay SPCH-1e1T YUTTOWINGS e the mtercampany Manky pool LUIUWINg aangement and for geneial copeiate purposes,
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Year Ended Decembar 31, 2012
Duke Duke Duke Duke

Interast Energy Energy  Energy  Enerpy Duke
Issuance Date Maturity Date Rate  (Parent) Progress Ohio  Indiana  Energy
Urnsecured Debt
January 2013 January 2073 5125% § 500 § — $— $— § 500
Jung 2013% June 2018 2.100% 500 — — — 500
August 2013 August 2023 11.000% — — — — 220
Detobes 2013 Octobes 2073 3350% 400 — — — 400
Secured Debt
February 2013 December 2030 2043% — — — — 203
February 2013™ lune 2037 4 7140% — — — — 220
April 2013 April 2026 5456% — — — — 230
December 2013 December 2016 0852% — 300 — — 300
First Mortgapa Bonds
March 2013 March 2043 4.100% — 500 — — 500
July 2013 July 2043 4900% — — — 350 350
July 20130 luly 2016 0.619% — — — 150 150
September 2013 September 2023 3.800% — — 300 — 300
September 20137 March 2015 0400% — — 150 — 150
Total issuances $1.400 $ 800 $450 $500  $4.023
{a} Callable after Janvary 2018 at par Proceeds were used te redeem the $300 million 7 10 percent Cumulanive Quarterly Income Preferred Secunties (QUIPS) and to repay a portian of outstanding commercial pape! and for

general toiporate pUInusES

(b} Proceeds were used to regay $250 million of current matunbes and for general corporate purpases. mcluding the repayment of outstanding commercial paper

fc}  Proceeds were used to repay $200 million of urrent matunties. The matunty date ncluded above applies te hall of the mstrument The remaimng half matures in August 2018

{dy The debl:s floating rate based on a consumer price index and an avermght funds rate in Brazil The debt 15 denominated in Braniian Real

(e} Proceeds were used 10 repay commercial paper as well as for general corporate purposes

{fy  Represenis the conversion of canstruction loans relaled 1o 2 renewabie energy project 1$Sued in December 2012 o term Inans Na cash pocgeds were recerved 1 conjunction with the conversion The lerm loans have varying
maturity dates The maturity dale presented regresents the latest dale for all companents of the respective loans

{g} The debt)rs Hoating rate Duke Energy has eatered into & pay fixed-recenve Aoaning interest rate swap tor 95 percent of the lpans

{h)  Represents the cooversion of a $190 million bridge lp2n issued in conjunchion with the acquisitian of Ibener w1 December 2012 Duke £ngrgy received incremental proceeds of $40 million upon conversion of the bridge loan
The debt s floating rate and is denominated m U § dollars Duke Energy has entered into a pay fued-rece ve floating interest rate swap far 75 percent of the tpan

(i) Relates (o the secuntization of accaunts recervable at a subsidiary of Duke Energy Progress the proceeds weve used to repay shart-term debt See Note 17 to the Consolidated Financial Statements ~Yanable Interest Entities”
for further details

{)  Proceeds were used to repay noles payable 1o affiliated companies as well as for general corporate purposes

(k) Proceeds were used 10 repay $400 mithon of current matunties

I} The datt s tigating rate basad on three manth LIBOR and a fixed credit spread ot 35 basis paints

(m) Proceeds were used for general corporate purposes including the repayment of short-term notes payable & portion of which was incurred o fund the retremanl of $250 million of first mortgage bonds that matured in the fest
hait of 2013

{n)  Tne debt s faating rate based on three month LIBOR plus a fixed credit spread of 14 hasis points
Off-Balance Sheet Arrangements Duke Energy performs angoing assessments of their respective guarantee
abligations to determine whether any liabilibes have been incurred as a result of

Duke Energy and certain of its subsidiaries enter inta guarantee peteqtial increaseq nen-parformance risk by third pacties for which Duke Energy

arrangements in the normal course of business to facilifate commercial has issued guarantees. ]

transactions with third parties, These amangements include performance See Note 7 o the Consolidated Financial Statements, “Guarantees and

guarantees, stand-by letters of credit, debt guarantees, surety bonds and Indemnifications,” for fisrther detatls of the guarantee arrangements.

indemnifications. Isstance ot these guarantee arrangements ts not required for the majenity
Most of the guarantee arrangements entered into by Duke Energy enhance  0f Duke Energy’s aperations. Thus, if Duke Energy discontinued issuing these

the credit standing of certain subsidiaries, non-consalidated entities or less guarantees, there would not be a materiat impact o the consalicated results of

than whally ovned entities, enabling them to conduct Dusiness. As such, these  Operations, cash flows or financial position,

guarantee arrangements involve elements of performance and credit risk, which Other than the guarantee arrangements discussed abave and normal

are not always included on the Consolidated Balance Shests. The possibility operating lease arrangements, Duke Energy does not have any material

of Duke Energy, either an its own o7 on behalf of Spectra Energy Capital, LLG off-balance sheg! financing entities or structures. For additional information

{Spectra Capita?) through indempification agreements entered inta as part of on these commitments, see Note 9 1o the Consolidated Financial Statements,

the January 2, 2007 spin-off of Spectra Energy Corp (Spectra Energy), having “Comemitments and Gontingencies.”

to honar its ¢ontingencies is largely dependent upon the future operations of
the subsidiaries, investees and cther third parties, or the nceurrence of certain
future events.
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Contractual Obligations

Duke Energy enters into contracts that require payment of cash at certain specified periads, based on certain specified minimum quantities and prices. The
following tabie summarizes Duke Energy’s contractual cash obligations as of December 31, 2014.

Payments Due By Pariod
Less than 2-3 ymars 4-5ysars  More than 5 ysars
{in millions) Total 1year(2015) (2016 & 2017) (2018& 2019) (2020 & beyond)
Long-term debt' $ 36.617 $ 2691 $ 5.204 § 5761 $22.951
Interest payments on long-term debt™ 24064 1603 2926 2614 16921
Capital leases™ 213 178 318 40b im
Dperating leases 1818 205 370 305 938
Purchase obligations *©
Fuel and purchased power*' 21128 4778 5.838 3171 7341
Other purchase obligations™ 7418 4074 1.269 519 1,556
Nuclear decommissioning trust annuai funding® 345 33 b7 29 216
Total contractual cash obligations™ $ 94123 $13.562 $16,052 $12.805 $51.704

{a} See Note b to the Consphidated Financial Statements “Debt and Credit Fatilrhies

{b)  interest payments an vanable rate debtinstiuments were calculated vsing December 31. 2014 interest rates and holging them constart for the Iife of the mstruments

{c)  Ses Note 5 1o the Consolidatag Financial Statements, *Cammitments and Cantingencies ™ Amounts in the table above nclue the interest component of capifal leases hased or the terest rates siated in the lease
agreements and exclude certam related executory costs

(d)  Current habuities, except for coent matunties of Iong-term debt and purchase obhg; reflected in the Consal 4 Balance Sheets. have been excluded from the abave table

{8} Includes firm capacity payments that prowide Duke Energy with umintecrupted frm access to electicily transmission capacity and natural gas transpartation contracts, as well as undesignated contracts and contracts
that quabfy as normal purchase/narmal sale (NPNS) For contracts where the pnce paid 15 based on an ingex, the amour 1s dased on market prces at December 31, 2014, ar the besl projections of the index. For cetan
of these amounts. Puke Energy may settle on a net cash basis since Duke Energy has entered into payment netting arrangements with counterparties thal perrmt Duke Energy o offset receivables and payables with such
counterparties

) Includes contracts for sokware lelephone data and consulling or adwisory services Amount also includes contractual abliganons far engineenng, pracurement and construction costs for new generation plants and nuckear
plant iefurbishments. enwvironmental proects on fossil faciilies, major maintenance of centain nonregulated plants maintenance and day-to-day contract work at certain wind faciities and commutments to buy wind and
combustion furbmnes Amount excludes cerfam open purchase orders for sérvices that are provided on demand, for which the bming of the purchase cannot be determimed

{g) Related to future anmyal funding ablig; te nuclear dec ung brust fund (NDTF} through nuclear power staions’ re-heensing dates Amounts threugn 2017 include North Carohina junsdictionat amounts that

Duke Energy Progress retained wnfernally and 15 transitoming 10 1S external decommussioniag funds per a 2008 NCUC order The transion of the ongingl $131 million musl be complete by December 31, 2017 and at least

10 percent must be transhoned gach year See Note 9 to the Consphdated Financial Stalements “Asset Retirement Obligations ™

Uncertain tax sastions of $223 million are not retected . ts table as Duke Energy cannot predict when gpen incame tax years will ¢lose with completed examinations See Note 22 ta the Consalidated Financral Stalemenls

“Incomne Tases

{1} The tabie above excludes reserves for Itigation, enwipnmental remediabon. asbestos-related inunes and damages claims and self-insgrance claims (see Nole § fo the Consolidated Financial Statements, “Commitments
and Contngencies™) because Duke Energy 5 uncertain as to the timing and amaunt of cash payments thal will be required Additionally, the table anowe excludes annual msurance premwms thal are necessary to eperate te
business, ncluding nuclear nsurance (see Note 5 1o the Cansolidated Fnangial Statements. “Commitments and Contingencies ), funding of pension and ather post-retirement benefit plans {see Note 21 ta the Consohdated
Financial Statements, “Employee Benefi Plans’ ), asset retirement obigations, ncluding ash management expenditures (s8¢ Note 5 to the Consolidated Financial Statements, “Assgt Retirement Qhligatians ™) ang regulatory
liabulilies {see Note 4 1o the Consolidated Financial Statements, “Regulalory Matters™) because the amount and timing of the cash payments are uncertain Also exciuded are Defened Income Taxes and Investment Tax Credits
recarded on the Consolidated Balance Steets since cash payments for income tares are determned based pimanty on taxabie incame for each discrete fiscal year

th

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK Commuodity Price Risk

Duke Energy is expesed to the impact of market fluctuations in the prices

Risk Management Policies of electricity, coal, natural gas and other energy-related products marketed and
Duke Energy is exposed to market risks associated with commodity puichased as a sesult of its awnership of energy related assets. Duke Energy's
prices, interest rates, equity prices and foreign currency exchange rates. Duke exposure to these fluctuations is limited by the cost-based regulation of its
Energy has established comprehensive risk management policies to monitor operations in its Regulated Utilites segment as these operations are typically
and manags these market risks. Duke Energy’s Chief Executive Officer and allowed to recaver Substantially all of these costs through various cost-recovery
Chief Financial Officer are responsible for the overall approval of market risk clauses, including fuel clauses. While there may be a detay in fiming between
management policies and the delegation of approval and authorization levels. when these costs are incurred and when these costs are recovered through

The Finance and Risk Management Committeg of the Board of Directors receives  fates, Changes from year to year generally do not have 2 material impact on
periotfic updates from the Chiel Risk Officer and other members of management  Operating results of these regulated operations.

on market risk positions, corporate exposures, and overall nisk management Price risk represents the potential risk of loss from adverse changes in the
activities. The Chief Risk Officer is responsible for the overall goverrance of market price of electricity or other energy commodities. Duke Energy’s exposure
managing commodity price fisk. inchuding monitoring expasure haits. ta commedity price risk is influenced by 2 number of factors, including contract
The foflowing disclosures about market risk contain forward-looking size, Iength, market liquidity, location and unigue or specific contract terms.
statements that involve estimates, projections, goals, forecasts, assumptions, Duke Energy employs established policies and procedures to manage risks
risks and uncerainties that cauld cause actual cesuits or outcames ta differ assactated with these market fluctuations, which may include using various
materially fram thase expressed in the forward-looking statements. Please commodity derivatives, such as swaps, fulures, forwards and options. For
review Item 1A, “Risk Factors,” and “Cauticnary Statement Regarding Forward- additional information, see Note 14 to the Consolidated Financial Statements,
Lacking Information” for a discussion of the factors that may impact any such “Derivatives and Hedging.”

forward-looking statements made herein.
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Validation of a contract's fair value is performed by an internal group
separate from Duke Energy's deal origination function. While Duke Energy uses
common industry practices to develop its valuation techniques, changes in its
pricing methodologies or the underlyiag assumptions could result in significantly
different fair values and income recognition.

Hedging Strategies

Duke Energy closely monitors risks associated with commodity price
changes on its future operations and, where appropriate, uses varigus
commodity instruments such as eleclricity, coal and natural gas forward
contracts to mitigate the effect of such fluctuations on operations. These
instruments are alse used to optimize the value of the nonregulated generation
portfolio. Duke Energy’s primary use of energy commodity derivatives is to hedge
the generation pertfolio against exposure to the prices of power and fuel.

The majority of instruments used to manage Duke Energy’s commodity
price exposure are either not designated as hedges or do not qualify for hedge
aceounting. These instruments are referred to as undesignated contracts.
Mark-to-market changes for undesignated contracts entered into by regulated
businesses are reflected as regulatory assets or liabdities on the Consolidated
Balance Sheets. Undesignated contracts entered into by unregulated businesses
are marked-to-market each period, with changes in the fair value of the
denvative instruments reflected in earnings.

Duke Energy may also enter into other contracts that gualify for the NPNS
exception. When a contract meets the criteria to qualify as an NPNS, Duke
Energy applies such exception. income recognition and realization related to
NPNS contracts generally coincide with the physical delivery of the commadity.
for contracts qualifying for the NPNS exception, no recogrition of the contract’s
fair value in the Consolidated Financial Statements is required until settiement of
the contract as long as the transaction remains probable of occuing.

Generation Portfolio Risks

Duke Energy is primarily exposed to market price fluctuations of wholesale
pawer, natural gas, and coal prices in the Regulated Utilities segment. The
Duke Energy Registrants optimize the value of their wholesale and nonregulated

generation portfolios, The portfalios include generation assets, fuel, and emission
allowances. Modeled forecasts of future generation output and fugl requirements
are based on forward power and fuel markets. The companent pieces of the
portfolie are bought and sold based an models and forecasts of generation in
order to manage the economic value of the portfolio in accordance with the
strategies of the business units,

Foi the Regutated Ubilities segment, the generation portiolio not utinzed
te serve retail operations or commitied load is subject to commodity price
fluctuations. However, the impact on the Consolidated Statements of Operations
is partially offset by mechanisms in these regulated jurisdictions that result in
the sharing of net profits from these activities with retail customers,

International Energy and Commercial Power generally hedge their expected
generation using long-term bilateral power sales contracts when favorable
market conditions exist and are subyect to whatesale commadity price risks
for electricity not sold under such contracts. Internaticnal Energy dispatches
electricity not sold under long-term bilateral contracts into unregulated markets
and receives wholesale energy margins and capacity revenues from national
system aperators. Derivative contracts executed Yo manage generation portiotio
risks for delivery periods beyond 2015 are also exposed to changes in fair value
due to market price fluctuations of wholesale power, fue? oil and coal.

See “Sensitivity Analysis for Generation Portfolio and Derivative Price
Risks” below, for more information regarding the effect of changes in commodity
prices on Duke Energy’s net income.

SENSITIVITY ANALYSIS FOR GENERATION PORTFOLID AND DERIVATIVE
PRICE RISKS

The table below summarizes the estimated effect of commodity price
changes on Duke Energy's pretax net income, based on a sensitivity analysis
performed for the nonreguiated generation postfolio. Forecasted exposure fo
commadity price risk for the Regulated Utilities segment is not anticipated to
hava a material adverse effect on Duke Energy's results of operations in 2015.
The following commodity price sensitivity calculations consider existing hedge
positions and estimated production levels, as indicated in the table below, but
do not consider other potential effects that might result from such changes in
commodity prices.

Summary of Sensitivity Analysis for Generation Portfolio and Derivative Price Risks (in millions)

Generation Portfolio  Sensitivities for Derivatives
Rishs for 2015 Beyond 2015
As of December 31, As of December 31,
Potential etfact on pretax net income assuming a 10 percent price change in 2014 2013 2014 2013
Forward wholesale power prices (based on price per Mih) $ 4 $1 $ — § —

{a)  Amaunts related o forward wholesale prces represent the potential impact of commedity pnce changes on forecasted econamic generahon winch has not heen contracted or hedgeg Amounts related to forward coal prces
and forward gas pices represent the polential impack of commaodity peice changes on fuel needed o 3tveve Such econpmic genesation Amountd exchuts Ihe mmpatt ol Mmai-to-market changes on unBesignated camiztls
relanng lo periods in excess of one year from the respective date

(b} Amounts represent sensitivities related (o dervative confracts executed to manage generation portlolia rsks for periods beyond 2014 Amounts exclude the patential Impact of commiodity price changes on foecasted

ecanomic generaton and fuel neaded to achigve such forecasted generation

Interest Rate Risk

Duke Energy is exposed ta risk resulting from changes ir interest rates as
a result of its issuance of variable and fived-rate debt and commercial paper.
Duke Energy manages interest rate exposure by limiting variable-rate exposures
to a percentage of total debt and by monitoring the effects of market changes
in interest rates. Duke Energy also enters into financial desivative instruments,
which g Teode meiuments Sucth as, but not imited 1o, nie1est 1ale swaps,
swaptions and U.S. Treasury lock agraements to manage and mitigate interest
rate risk exposure. See Notes !, 6, 14, and 16 to the Consolidated Financial
Statements, “Summary of Significant Acgounting Policies,” “Debt and Credit
Facilities,” “Derivatives and Hedging,” and “Fair Value Measurements.”

At December 31, 2014, Duke Energy had $250 million notional amount of
fixed-to-floating swaps outstanding and no pre-issuance hedges outstanding.
In the first quarter of 2015, Duke Energy entered into an additional $250 million
noticnal amount of fixed -4o-fioating swaps. Duke Energy had $6.9 biltion of
unhedged fong- and short-term floating interest rate exposure at December 31,
2014. The tmpact of a 100 basis point change in interest rates on pretax income
is approximately $72 million at December 31, 2014.

This amount was estimated by considering the impact ¢f the hypothetical
interest rates on variable-rate secunties outstanding, adjusted for interest rate
hedges as of December 31, 2014.
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Credit Risk

Credit risk represents the loss that the Duke Energy Registrants would incur
if a counterparty fails to perform under its contractual obligations. To reduce credit
expasure, the Duke Energy Registrants seek to enter into netting agreements with
counterparties that permit them to offset receivables and payables with such
counterparties. The Duke Energy Registrants attempt to further reduce credit risk
with certain counterparties by entering into agreements that enable obtaining
collateral or terminating or resetting the terms of transactions after spacified
time periods or upon the occurrence of credit-related events. The Duke Energy
Registrants may, at times, use credit derivatives or other structures and techniques
to provide for third-party credit enhancement of fieir counterparties’ obligations.
The Duke Energy Registrants also obtain cash or letters of credit from customers to
provide credit support outside of collateral agreements, where appropriate, based
on 2 financial analysts of the customer and the regulatory or contractuat terms
and conditions applicable to each transaction. See Note 14 1o the Consolidated
Financial Statements, *Derivatives and Hedging” for additonal information
regarding credit risk related to denvative instruments.

The Duke Energy Registrants’ industry has historicalfy operated under
negotiated credit fings for physical delivery contracts. The Duke Energy
Registrants frequently use master collateral agreements to mitigate certain credit
exposures. The collateral agreements provide for a counterparty to post cash
ar fetters of credit to the exposed party far exposure in excess of an established
threshold. The threshold amount represents a negotiated unsecured credit
limit for each party to the agreement, determined in accardance with the Duke
Energy Registrants’ internal corporate credit practices and standards. Collateral
agreements generally also provide that the inability to post collateral is sufficient
cause to terminate contracts and liquidate all positions.

The Duke Energy Registrants’ principal customers for its electric and gas
businesses are commadity clearinghouses, regional transmission organizations,
industrial, commercial and residential end-users, marketers, drstnbution
companies, municipalities, efectric ceoperatives and utilities located throughout
the U.S. and Latin America. The Duke Energy Registrants have concentrations of
receivables from such entities throughout these regions. These concentrations
of customers may affect the Duke Energy Registrants™ averall credit risk in that
risk factors can hegatively impact the credit quality of the entire sector. Where
exposed to credit risk, the Duke Energy Registrants analyze the counterparties’
financial condition prior to entering into an agreement, establish credit imits and
monitor the appropnateness of those limits on an ongoing basis.

Duke Energy Carolinas has a third-party insurance policy to cover certain
losses related to its asbestos-related injuries and damages above an aggregate
seti-insured retention of $476 miilion. Duke Energy Carolinas’ cumulative payments
began {o exceed the self-insurance retention on ifs insurance policy during the
second quarter of 2008. Future payments up fo the policy Kmit will be reimbursed
by the third-party insurance carrier. The insurance policy limit for potential future
insurance recoveries for indemnification and medicaf cost claim payments is $864
million in excess of the self-insured retention. Insurance recoveries of $616 million
and $649 miltion related to this policy are lassified in the Cansofidated Balance
Sheets in Cther within Investments and Other Assets and Receivables as of
December 31, 2014 and 2013, respectively. Duke Energy Carofinas fs not aware of
any uncertainties regarding the legal sufficiency of insurance claims. Maragement
beteves the insurance recovery asset is prabable of recavery as the insurance
carrier continues to have a strong financial strength rating

The Duke Energy Registrants also have credit risk exposure through
tssuance of performance guarantees, letters of credit and surety bonds on behalf
of less than wholly owned entities and third parties. Where the Duke Energy
Registrants have issued these guarantees, it is possible that they could be
required fe perform under these guarantes obligations in the event the obligor
under the guarantee fails to perform, Where the Duke Energy Registrants have
issued guarantees related to assets or operations that have been disposed of
via sale, they atterpt o secure indemnification from the buyer against 2l future
performance chligations under the guarantees. See Note 7 te the Canselidated
Financial Statements, “Guarantees and Indemnifications,” for further information
on guarantees issued by the Duke Energy Registrants.

37

The Duke Energy Repstrants are also subject 1o credit risk of theis
vendors and suppliers in the form of performance risk on contracts including,
but not limited 1o, oulsourcing arrangements, major consiruction projects ang
commodity purchases. The Duke Energy Registrants’ credit expasure ta such
vendors and suppiiers may take ihe form of incieased costs or pioject delays in
the event of non-performance.

Credit risk assotiated with the Duke Erergy Registrants’ service to
residential, commercial and industrial customers is generally limited to
pulsianding accounts Teceivable. The Duke Energy Registrants mitigate this
credit risk by requiring customers to provide a ¢ash deposit or letter of credit
until 3 satisfactory payment history is established, subject to the rules and
regulations in effect in each retail jurisdiction, at which time the deposit is
fypicatly refunded. Charge-offs for retail customers have fistorically been
insignificant to the operations of the Duke Energy Registrants and arg typically
recovered through the retail rales. Management continually monitors customes
charge-offs and payment pattems to ensure the adequacy of bad debd reserves.
Duke Energy Ohio and Duke Energy Indiana sell certain of their accounts
receivable and related collections thraugh CRC, a Duke Energy consclidated
varizble interest entity. Losses on collection are first abserbed by the equity of
CRC and next by the subordinated retained interests held by Duke Energy Ohio,
Dube Energy ¥entucky and Duke Energy Indiana. See Note 17 to the Consolidated
Financial Statements, “Variabie Interest Entities.”

Based on the Duke Energy Registrants’ pelicies for managing Credit risk,
their exposures and their credit and other reserves, the Duke Energy Registrants
do not cumently anticipate a materially adverse effect on their consolidated
financial position or results of aperations as a result of non-performance by any
counterparty.

Marketabie Securities Prica Risk,

As described further in Note 15 1o the Consolidated Financial Statements,
“Investments ir Debt and Equity Securities,” Duke Energy invests in debt
and equity securities as part of various investment portfolios to fund certain
abligations. The vast majority of investments in equity securities are within the
NDTF and assets of the various pension and other post-retirement benefit plans.

Pension Plan Assets

Duke Energy maintains investments to hefp fund the costs of providing
non-contributory defined benefit retirement and other post-retirement beneht
plans, These investments are exposed to price fluctuations in equity markets
and changes i interest rates. The equity securities held in these pension
plans are diversified to achieve broad market participation and reduce the
impact ¢f any single investment, sector or geographic region. Duke Enargy has
established asset altocation targets for its pension plan holdings, which take into
consideration the invesiment objectives and the risk profile with reSpect to ihe
trust in which the assets are held.

A significant decline in the value of pian asset hotdings could require Duke
Energy to increase funding of its pension plans in future periods, which could
adversely affect cash fiows in thase periods. Additionally, a decling in the fair vatue
of plan assets, absent additional cash contributions %0 the plan, could increase
the amount of pension cost required to be recarded in fitore periods, which could
adversely affect Duke Energy’s results of operations in those pericds.

Nuclear Decommissioning Trust Funds

As required by the Nuclear Regulatory Commission (NRC), NCUG, PSCSC
and FPSC, subsidiaries of Quke Energy maintain trust funds to fund the costs of
nuclear decommissioning. As of December 31, 2014, these funds were invested
primarily in damestic and infernational equity Securities, debt securities,
cash and cash equivalents and short-term investments. Per the NRC, tnternal
Revenue Code, NCUG, PSCSE and FPSC requirements, these funds may be
used only for activities related to nuclear decommissicning. The invastments
in equity securities are exposed ta price fluctuations in equity markets. Duke
Energy actively monitars its portfalios by benchmarking the performance of
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its investments apainst certain indices and by maintaining, and periodically
reviewing, target allocation percentages for various asset classes. Accounting
far nuclear decommissioning recognizes that costs are recovered through retail
rates; therefore, fluctuations in equity prices do not affect their Conseligated
Statements of Operations as changes in the fair value of these investments are
deferred as regulatory assets or regulatory fighilities pursuant to an QJrder by the
NCUC, PSCSC and FPSC. Eamings or losses of the fund will ultimately impact the
amount of costs recovered through retail rates. See Note 9 to the Consotidated
Financial $tatements, “Asset Retirement Qbligations™ for additional information
regarding nuclear decommissioning costs. Sea Note 15 to the Consolidated
Financial Statements, “Investments in Debt and Equity Securities” for additionat
nformation Tegarding NOTF assets.

Foreign Currency Risk

Duke Energy is exposed 1o foreign currency risk from investments in
international businesses owned and operated in foreign countries and from
certain commodity-related transactions within domestic operations that are
denominated in foreign currencies. To mitigate risks associated with foreign
currency fluctuations, contracts may be derominated in or indexed to the 1.3,
dolfar and/or Jocal inflation rates. or investments may be naturally hedged
through debt denominated or issued in the foreign currency. Duke Energy may
also use foreign currency derivatives, where possible, 1o manage its risk related
to foreign currency fluctuations. To monitor its currency exchange rate risks,
Duke Energy uses sensitivity analysis, which measures the impact of devaluation
of the foreign currencies to which it has exposure.

Duke Energy’s primary foreign currency rafe expasure is to the Brazilian
Real. The table below summarizes the potential effect of foreign currency
devafuations on Juke Energy s Consolidated Statement of Gperations and
Consolidated Bafance Sheets, based on a sensitivity analysis performed as of
December 31, 2014 and December 31, 2013.

Summary of Sensitivity Analysis for Foreign Currency Risks

Assuming 10 percent devaluation in the cumency
eichange rates in all exposura currencies

As of December 31,
{in mitlions} 2014 2013
Income Statement impact™ $ 20 § 20
Balance Sheet mpact® $ (48) $(140)

fa} Amounts represent the patential annual net pretax 955 on the transiahon of local currency earnings to the
US dollar w 2014 and 2013, raspechvely

{by  Amounts represent the patentra] impact 19 the currency transiation thiough Accumuiated Oiner
Comprehensive Incorme (AOCH an the Cansahdated Balance Sheets

OTHER MATTERS

Ratios of Earnings to Fixed Charges

The Duke Energy Registrants’ ratios of earnings to fixed charges, as
calculated using SEG guidslines, are included in the table below.

Years Ended December 31,

2014 2013 M2

Duke Energy k¥ 30 24
Duke Energy Carolinas 45 44 38
Progress Energy 21 22 L6
Duke Energy Progress 15 37 23
Duke Energy Florida 41 29 73
Duke Energy Ohio 21 22 17
Duke Energy Indiana 41 41 03

fa} Includes the results of Pragress Energy beginming on July 2, 2012

98

Midwest Generation Exit

Merchant pewer plants have, in the recent past, delivered volatile returns
in the competitive energy markets in the Midwest. In Ohio, the Pyblic Utilities
Commission of Ghio (PUCO) had granted revenue support from regulated retail
markets to hetp stabifize returns during the transition to competitive markets.
tawever, in earfy 2014, a request for continued revenve support was denied by
the PUCQ. This decision made it ¢lear the energy markets in Ohig were to he fully
unregufated. Although the undiscounted cash flows recover the carrying value
of the Midwest Generation assets, the recovery period is over a long period of
time, with risks inherent in operating these assets in competitive energy markets
and in an ever changing landscape of envirenmental regulations refated to fossil
fuel based generation sources. Management concluded in early 2014 that the
projected risk and earnings profile of these assets was no Jonger consistent with
Duke Energy's strategy and initiated a plan to sell these assets and realize the
fair value over a shorter period while reducing the risk and volatility associated
with these assets.

On August 21, 2014, Duke Energy Commercial Enterprises, Inc., an indirect
wholly owned subsidiary of Duke Energy Corporation, and Duke Energy SAM,

LLC, a wholly gwned subsidiary of Duke Energy Ohio, entered into 2 PSA with

a subsidiary of Dynegy whereby Dynegy will acquire Duke Energy's Disposal
Group for approximately $2.8 billion in cash subject to adjustments at closing
for changes in working capital and capital expenditures. The completion of the
transaction is condifioned on approval by FERC and the release of certain gredit
support obligations. The transaction is expected to close by the end of the second
quarter of 2015. For additional information on the Midwest generation business
disposition see Note 2 to the Consolidated Financiat Statements, “Acquisitions,
Cispositions and Sales of Other Assets.”

North Carolina Ash Basins

(On February 2, 2014, a break in a stermwater pipe beneath an ash basin at
Duke Energy Carolinas’ retired Dan River steam station caused a release of ash
basin water and ash into the Dan River. On February 8, 2014, a permanent plug
was instafled in the stormwater pipe, stopping the release of materials into the
river. Duke Energy Carclinas estimates 30,000 to 3%,000 tons of ash and 24 milhon
to 27 million gallons of basin water were released into the river during the incident.
For additional infermation see Note 5 to the Condensed Consohidated Financial
Statements, “Commitments and Contingencies.”

Environmental Regulations

Duke Energy is subject to internationai, federa), state, and tocal
regulations regarding air and water quality, hazardous and salid waste
disposal, and other enviranmental matters, The Subsidiary Registrants are
subject to federal, state, and lecal regulations regarding air and water quality,
hazardous and solid waste disposal and other environmental matters. These
regutaticns can be changed from time to time and result n new obiigations of
the Duke Energy Registrants.

The following sections outline various proposed and recently enacted
reguiations that may impact the Duke Energy Registrants. The Duke Energy
Registrants also expect to incur increased fuel, purchased power, operation and
maintenance, and other costs for replacement generation tor potential coat-fired
power plant retirements as a result of these propesed and fina! regulations. The
actuat compliance costs may be materially different from these estimates based
on the timing and requirements of the final EPA regulations. Refer to Note 4 to
the Condensed Consolidated Financial Statements, “Regulatory Matters,” for
further information regarding potential plant retirements and regulatery filings
related to the Duke Ensegy Registrants.

Coal Ash Management Act of 2014

On September 20, 2014, the Coal Ash Act became law. The Coal Ash Act
(if establishes a Coal Ash Management Commission {Coai Ash Commissian)
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to oversee handling of coal ash within the state; (i) prohibits construction

of new and expansion of exfsting ash impoundments and use of existing
impoundments at retired facilities, effective October 1, 2014; (iii} requires
closure of ash impoundments at Duke Energy Progress” Asheville and Sufton
stations and Duke Energy Carolinas’ Riverbend and Dan River stations no later
than August 1, 2019; (iv} requires dry disposat of fty ash at active plants nit
retired by December 31, 2018; (v) requires dry disposal of bottom ash at active
plants by December 31, 2019, or retirement of active plants; (vi} requires all
remaining ash impound ments in Nerih Caralina to be categorized as high-risk,
intermediate-risk, or low-risk no fater than December 31, 2015 by The North
Carolina Departmert of Environment and Natural Resources (DENR) with the
methed of closure and timing to be based upon the assigned risk, with closure
ng later than December 31, 2029; {vii) establishes requirements to deal with
groundwater and surface water impacts from impourdments and {viii) enhances
the levet of regutation for structural fills utiiizing coal ash. The Coal Ash Act
includes a vasiance procedure for compliance deadlines and modification of
requirements regarding structural fills and compliance boundaries. Provisions
of the Coal Ash Act prohibit cost recovery for unlawful discharge of ash basin
waters occurring after January 1, 2014. The Coal Ash Act included a moratorium
for any NCUC ordered rate changes to effectuate the legislation, which ended
January 15, 2015. The Coal Ash Act leaves the decision on cost recovery
deterrninations related to elosure of CCR surface impoundments (ash basins

¥ impoundments) io the normal 1alemaking processes before ubility regulatory
commissions. In November 2014, Duke Energy submitted to DENR site specific
coal ash excavation plans for the four high priority stations required to be closed
no later than August 1, 2019. These plans and all associated permits must be
approved by DENR before any excavation work can begin.

In September 2014, Duke Energy Carolings executed a consent agreement
with the South Carolina Depariment of Health and Environmental Control
{SCDHEC) sequiring the excavation of an inactive ash basin and ash fill area at
the W.S. Lee Steam Station. As part of this agreement, in December 2014, Duke
Energy Carclinas filed an ash removal plan and schedule with SCDHEC.

For further information, refer to Note 5 of the Condensed Consolidated
Financial Statements, “Commitments and Contingencies.”

Mercury and Air Toxics Standards

The final Mercury and Air Toxics Standards (MATS) rule, previously referred
to as the Utility MACT Rule, was issued on February 16, 2012. The final rule
establishes emission limits for hazardous air pollutants from new and existing
coal-fired and oil-fired steam electric generating units. The nule requires sources
to comply with emission limits by April 16, 2015. Under the Clean Air Act (CAA},
permitting authonties have the discretion to grant up to a ene-year compliance
extension, on a case-by-case basis, to sources that are unabe to complete
the instaltation of emission controls before the compliance deadline. The Duke
Energy Registranis have requested and received a number of compliance
extensions. Strategies to achieve compliance with the final rule will include
installation of new air emission control equipment, development of monitoring
processes, fuel Switching, and acceleration of retirement for some coal-fired
electric-generation units. For additional information, refer to Note 4 ta the
Condensed Consolidated Financial Statements, “Regulatory Matters,” regarding
potential plant retirements.

In April 2014, several petitions for review of the final rule were denied
by the U.S. Court of Appeals foi the District of Columbia (D.C. Girewit Courd).

(On November 25, 2014, the Supreme Court granted a petition for review based
on the issue of whether the EPA unreasonably refused 1o consider costs in
determining whether it is appropriate to regulate hazardous air pollutants from
coal-fired and 0il-fired steam electric generating units. Oral arguments are
scheduled for March 25, 2015. The Duke Energy Registrants cannot predict the
outcome of the Supreme Court review of the D.C. Circuit Court decision and are
planning for the fule to be implemented as promulgated given the imminent
compliance deadline.
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Clean Water Act 316(b)

The EPA published the final 316(b) cooling water intake structure ule on
August 15, 2014, with an effective date of October 14, 2014. The rule applies
ta 27 of the electric generating facilities the Duke Energy Registrants own and
operate depending on unit retirement dates, excluding stations included in the
Disposal Group. The nule allows several options for demonstrating compliance
and provides flexibility to the state environmental permitting agencies to make
determinations on controls, if any, that will be required for cooling water intake
structures. Any required intake structure modifications and/or retrofits are
expected to be installed in the 2019 to 2022 time frame. Petitions challenging
the rufe have been filed by several groups. It is unknown at this time when the
coutts will rule on the petitians.

Steam Electric Effluent Limitation Guidelines

On June 7, 2013, the EPA proposed Steam Electne Efiiuent Uimitations
Guidelines, The EPA is under a revised court order to finalize the rule by
September 30, 2015, The EPA has proposed eight options for the rule, which vary
in stringency and cost. The praposed regulation applies to seven waste streams,
inchuding wastewater from air pollution control equipment and ash transport
water Most, if not all, of the steam elactric generating facilities the Duke Energy
Registrants own are likely affected sources, Reguirements to comply with the
final rule may begin as early as late 2018 for some facilities.

Estimated Cost and Impacts of Rulemakings

The ultimate compliance requirements for currently proposed
envirgnmental regulations will not be known until all the rules have been
finalized. The Duke Energy Registrants also expect to incur increased fuel,
purchased power, operation and maintenance, and other expenses, in addition to
costs for replacement generation for potential coal-fired power plant retirements
as a result of these regulations. The actual compliance costs incurred may be
materially different from these estimates based on the timing and requirements
of the final regulations. The Duke Energy Registrants intend to seek rate recovery
of appropriate amounts incurred assaciated with regulated operatons in
complying with these regulations. Refer to Note 4 to the Condensed Cansolidated
Financial $tatements, “Regulatory Matters,” for further information regarding
potential plant retirements and regulatory filings related to the Duke Energy
Registrants.

The {following table provides estimated costs, excluding AFUDC, of new
control equipment that may need to be installed on existing power planis,
including conversion of plants Yo dry disposal of bottam ash and fly ash, to
comply with the above regulations over the five years ended December 31, 2019.
The table excludes amounts related to the Disposal Group and ash basin closure
costs recorded as asset retirement obligations, for additional information refer to
Note 9 of the Condensed Consclidated Financial Statements, “Asset Retirement
{Obligations.” The table also does not include estimated ash basin closure tosts
to comply with the recently issued EPA regulations for the disposat of CCR from
power plants,

Estimatad 5
(in mitlians) Year Cost
Duhe Energy $ 1,850
Duke Energy Carolinas 675
Progress Energy 525
Duke Energy Progress 475
Duke Energy Flonda 50
Duke Energy Ohio 75
Duke Energy Indiana 515
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Coal Combustion Residuals

On December 19, 2014, the EPA signed the first federal regulation for the
disposal of CCR from power plants. The federal regulation classifies CCR as
nonhazardous waste under the Resource Ganservation and Recavery Act. The
regutation applies ta all new and existing landfills, new and existing surface
impoundments, structural fills and CCR piles. The rule establishes reguirements
regarding landfill design, structural integrity design and assessment criteria
for surface impoundments, groundwater monitoring and protection procedures
and other operationat and reporting procedures to ensure the safe disposat
and management of CCR. In addition to the requirements of the federal
CCR regulation, CCR landfills and surface impoundments will continue to
be independently regulated by mast states. Duke Energy records an asset
retirement obligation when it has a Jegal obligation to incur retirement costs
assaciated with the refirement of a long-lived asset and the obligation can
be reasonably estimated. Once the rule is effective in 2015, additional asset
retirement obligation amounts will be recorded at alf Duke egistrants. Cost
recovery for future expenditures wilf be pursued through the normal ratemaking
process with state utility commissians, which permit recovery of necessary and
prudently incurred costs associated with Duke Energy's regulated operations.
At this time, Duke Energy is evaluating the CCR regulation and developing cost
estimates that will largely be dependent upon compliance alternatives selected
to meet requirements of the regulations. Fer more information, see Note 5
to the Condensed Consolidated Finarcial Statements, “Commitments and
Contingencies.”

Cross- State Air Polfution Rule

On August 8, 2011, the final Cross-State Air Pollution Rule (CSAPR} was
published in the Federal Register. The CSAPR established state-level annual
sutfur dioxide ($0,) budgets and annual and seasonal nitrogen oxide {NOx)
budgets that were to take effect on January 1, 2012.

On August 21, 2012, the D.C. Circuit Court vacated the CSAPR. The court
also directed the EPA to continue administering the Clean Air Interstate Rule
(CAIR), which required additional reductions in $0, and NOx emissians beginning
in 2015. On April 29, 2014, the [1.S. Supreme Court {Supreme Court) reversed
the 0.C. Circuit Court's decision, finding that with CSAPR the EPA reasonatly
interpreted the good neighbor provision of the CAA. The case was remanded
to the D.C. Circuit Court for further proceedings consistent with the Supreme
Court's opinion. On October 23, 2014, the D.C. Gircuit Court lifted the CSAPR
stay, which aliowad Phase 1 of the rule to take effect on January 1, 2013,
{erminating the CAIR. Where the CSAPR requirements are constraining, actions
to meat the requirements could include purchasing emission aliowances, power
purch:ases, curtaiting generation and utiizing low sutfur fuel, The CSAPR will not
result in Duke Energy Registrants adding new emission controls.

Additional challenges to the CSAPR file¢ in 2012, not addressed by the
0.C. Circuit Court decision to vacate the CSAPR, are still ongeing. Oral arguments
were held February 25, 2015. The Duke Energy Registrants cannot predict the
outcome of these proceedings or how the requirements of the CSAPR may be
impacted going forward.

Carbon Digxide New Source Performance Standards

On January 8, 2014, the EPA propesed a rule to establish carbon dioxide
(CO,) emissions standards for new pulverized coal, IGCC, natural gas combined
cycle, and simple cycle electric generating units commercing construction on
or after that date. Based or the proposal, future coal and IGCC units will be
required to employ carton capture and storage technology to meet the proposed
standard.

In January 2015, the EPA announced that it would finalize the rule for new
pawer plants in the summer of 2015. The Duke Energy Registrants do not expect
a material impact on their future results of operations or cash flows based on the
EPA's proposal. The final rule, kowever, could be significantly different from the
preposal.
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C0, Existing Source Performance Standards and Standards for
Reconstructed and Modified Unils

On June 18, 2014, the EPA's proposed Clean Power Plan (CPF) for
regulating CO, emissions from existing fossil fuel-fired electvic generating
units (EGUs) was putlished in the Federal Register. On the same date the EPA
proposed carbon pollution standards for reconstructed and modified EGUs. The
comment period ended October 16, 2014 far the reconstructed and modified
propesal and December 1, 2014 for the CPP Duke Energy submitted comments
on bath proposals. In January 2015 the EPA announced that it would finalize both
proposals in the summer of 2015.

Once the CPP is finalized. states will be required to develop plans to
implement its requirements, The CPP will not directly impose any regulatery
requirements on Duke Energy Registrants. State implementation plans will
include the regulatory requirernents that will apply to Duke Energy Registrants.
Based on the EPA's June 18, 2014 proposal, states will have from one to three
years after the CPP is finalized to submit a plan for EPA'S review. In January
2015 the EPA annpunced that it would also propose a federal implementation
plan far public comment in the summer of 2015. A federa? plan would be EPA's
plan for meeting the requirements of the CPP and could take the place of a state
plan i a state either fails to submit a plan or submits a plan that is not approved
by the EPA.

The EPA has proposed to phase CO, emission reductions in over the
period 2020 to 2030. The final requirements of the GPP. however, including
the implementation schedule are uncertain and could be significantly different
from the proposal. In addition, it will be several years before the requirements
of the subsequent state plans are known, Alsa unknown at this time are the
requirements of any federal plan that might be imposed on states in which the
Duke Energy Registrants operate should a state fail to submit a plan or have their
plan disapproved by the EPA. The Duke Energy Registrants are therefore unable
to predict the outcome of this rulemaking, or how it might impact them, but the
impact could be significant.

Global Climate Change

The Duke Energy Registrants' greenhouse gas (GHG) emissions consist
primatly of GO, with most coming from their fleet of coal-fired power plants
in the LS. In 2014, the Duke Energy Registrants’ U.S. power plants emitted
approximately 135 million tons of CO,. CO, emissions from Duke Energy's
internatioral aperations were approximately 2 million tons. The Duke Energy
Registrants’ future CG, emissions will be influenced by variables including new
regulations, economic conditions that affect efectricity demand, and the Duke
Energy Registrants’ decisions regarding generation technologies deployed to meet
customer electricity needs.

The Duke Energy Registrants are taking actions that will result in reduced
GHG emissions cver time. These actions will lower the Duke Energy Registrants’
exposure to any future mandatory GHG emission reduction requirements or
carbon tax, whether a result of federal legislation or EPA regufation. Under
any future scenario involving mandatory GHG limitations, the Duke Energy
Registrants would plan to seek recovery of comphiance osts associated with
their regulated operations through appropriate regulatory mechanisms.

The Duke Energy Registrants recognize certain groups associate severe
weather events with climate change, and forecast the possibility these weather
events could have a material impact on future results of operations should they
occur more frequently and with greater severity. However, the uncertain nature
of potential changes of extreme weather events {such as increased frequency,
duration, and severity), the long pericd of time over which any potential
changes might take place, and the inability to predict these with any degree of
accuracy, make estimating any potential future financial risk to the Duke Energy
Registrants’ impossible. Currently, the Duke Energy Registrants plan and prepare
for extreme weather events they experience from time to time, such as ice
storms, tornadees, hurricanes, severe thunderstorms, high winds and droughts.
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The Duke Energy Registrants routinely take steps to reduce the potential
impact of severe weather events on their electric distribution systems.
The Duke Energy Registrants’ electric generating facilities are designed to
withstand extreme weather events without significant damage. The Duke Energy
Registrants maintain an inventory of coal and oil on site tamitigate the effects
of any potential short-term disruption in fuel supply so they can continue to
provide customers with an uninterrupted supply of efectricity. The Duke Energy
Registrants have a program in place to effectively manage the impact of future
droughts on their cperations.

Nuclear Matters

Following the events at the Fukushima Daiicht nuclear power station
in Japan, Duke Energy conducted thorough inspections at each of its seven
nuclear sites during 2011. The initial inspections did not identify any significant
vulnerabilities, however, Duke Energy is reviewing designs to evaluale safety
margias to external events. Emergency-response capabilities, written procedures
and engineering specifications were reviewed to verify each site’s ability to
respond in the unlikely event of station blackout, Duke Energy is working within
the nuglear industry to improve safety standards and margin using the three
layers of safety approach used in the LL.S.: protection, mitigation and emergency
respanse. Emergency equipment is currently being added at each station to
perform key safety functions in the event that backup power sources are lost
permanently. These improvements are ir: addition to the numercus layers of
safety measures and systems previously in place,

In March 2011, the NRC formed a task force to conduct a comprehensive
review of processes and regulations to determine whether the agency should
make additional improvements to the nuctear regufatory system. On July 13,
2011, the task force proposed a set of improvements designed to ensure
profection, enhance accident mitigation, strengthen emergency preparedness
and improve efficiency of NRC programs. The recommendations were further
prioritized into three tiers based on the safety enhancement level. On March 12,

2012, the NRC issued three regulatory orders requiring safety enhancements
related to mitigation strategies to respond to extreme natural events resulting in
the loss of pawer at a plant, ensuring reliable hardened containment vents and
enhancing spent fuel pool instrumentation.

On August 30, 2012, the NRC issued implementation guidance to ¢nable
power plants to achieve compliance with the orders issued in March 2012,
Plants were required to submit implementation plans to the NRC by February
28, 2013, and complete implementation of the safety enhancements within two
refueling outages or by December 31, 2016, whichever comes first. Each plant
is also required to reassess their seismic and flooding hazards wsing present-
day methods and information, conduct inspections to ensure protection against
hazards in the current design basis, and re-evaluate emergency communications
systems and staffing levels.

Duke Energy is committed to comgliance with afl safety enhancements
ordered by the NRC in connection with the March 12, 2012, regulatory orders
noted above, the cost of which could be material. Until such time as the NRC-
mandated reassessment of flcoding and seismic hazards is complete the exact
scope and cost of compliance modifications to Duke Energy’s sites will net be
known. With the NRC's continuing review of the remaining recommendations,
Duke Energy cannot predict to what extent the NRC will impose additional
licensing and safety-related requirements, or the costs of complying with
such requirements. Upon receipt of additional guidance from the NRC and
a collaborative industry review, Duke Energy will be able to determine an
implementation plan and associated costs. See ltem 1A, “Risk Factors,” for
further discussion of applicable risk factors.

New Accounting Standards

See Note 1 to the Consolidated Financial Statements, “Summary of
Significant Accounting Pelicies™ for a discussion of the impact of new accounting
standards.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

See “Management's Discussion and Analysis of Results of Operations and Financial Condition — Quantitative and Qualitative Disclosures About Market Risk.”
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Duke Energy Corporation
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Corporation and subsidiaries (the “Company ") as of December 31, 2014 and
2013, and the selated consolidated statements of operations, compsenensive income, changes in equity, and cash flaws for each of the three years in the period
ended December 31, 2014. We also have audited the Company’s internal control over financial reporting as of December 31, 2014, based on criteria established in
Internat Control — Integrated Framework (2013) issued by the Commitiee of Sponsoring Organizations of the Treadway Commission. The Company’s management
is responsibie for these financial statements, for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of interna!
contral over financial reporting, included tn the accompanying Management’s Annual Regort O Internal Confrol Over Financial Reporting. Our responsibiliy is to
express an opinion on these financiaf statemeats and an opinion on the Company s internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Actounting Oversight Board (United States), Those standards require that
we plan and perform the audit to obtain reasenable assurance about whether the financial statements are free of material misstatement and whether effective
internal controt over financial reporting was maintained in all material respects. Our audits of the financial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principtes used and significant eshimates made by managemant, and
evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included abtaining an understanding of intarnal cantzol
over financial reparting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of intemal control
based on the assessed risk. Our audits also included performing such other procedures as we cansidered necessary in the circumstances, We believe that our audits
provide a reasonable basis for our opinions.

A company's intermal control over financial reporting is a process designed by, ar under the supervision of, the company's principal executive and principal
financial officers, or parsons performing similar functions, and effected by the company ‘s board of directors, management, and other personne] to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally acoepted
accounting principles. A company's internal controt over financial reporting includes those peficies and procedures that (1) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company: (2} provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts
and expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquesition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of the inherent kimitations of internal control ever financial reporting, inchuding the possibility of collusion or improper management override of
ceatrols, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of
the internal control over financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes i conditions, o
that the degree of compliance with the policies or procedures may deteriorate.

I gur opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke Energy Corporation
and subsidiaries as of December 31, 2014 and 2013, and the resuits of their operations and their cash flows far each of the three years in the period ended
December 31, 2014, in conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, the Company maintained, in
all material respects, effective internal control aver financial reporting as of December 31, 2014, based an the critena established in fnternal Control - Integrated
Framework (2013) issued by the Commitice of Sponsoring Organizations of the Treadway Commission.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 27, 2015
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
Years Ended December 31,
(in mitlions, except per share amounts} 2014 €13 02
Operating Revenues
Regulated electnc $21550  $20329  $15515
Nonregulated electric, natural gas, and other 1,802 1516 1928
Regulated natural gas 573 511 469
Total operating revenues 23925 22,156 17912
Dperating Expenses
Fuel used in electrc generatign and purchased power — regulated 1.686 7.108 5,082
Fuel used in electne generation and purchased power — norregufated 533 540 51
Cost of natural gas and other 248 224 215
Operation, maintenance and other 5,856 5613 4787
Depreciation and amortization 1066 2668 2145
Property and other taxes 1213 1274 965
Impairment charges B 399 666
Total operating expenses 18683 17 886 1501
Gains (Lossesh on Sales of Other Assats and Other, net 16 (16) 10
Operating Income 3.258 4858 2911
(Other Income and Expenses
Equty in earnings of unconsolidated affiliates 130 122 148
Gains on sales of unconsailated affliates 1 100 12
Gther income and expenses, net ki) 262 397
Total other income and expenses 498 484 567
Intarest Expense ) 1622 1543 1.244
Income From Continuing Oparations Befors Income Taxes 4134 3795 223
Income Tax Expense from Continuing Operations 1,669 1.205 623
Income From Continuing Operations 2465 2590 1611
{Loss) Income From Discontinued Operations, net of tax {576) 86 171
Net [ncome 1.88% 2676 1782
Less: Net Income Atiributable to Noncontrolling interests [ 11 14
et income Atiributable 1o Duke Energy Corporation $1883 $2865 $ 17683
Earnings Per Share — Basic and Diluted
ngeme from cortmuing operations atnbutabie t Duke Energy Corporation common sharenoiders
Bast $ 346 % 36¢ § N7
Dilisted $ 346 3 363 § M7
{Loss? income from discontinued operations attnbutabie to Duke Energy Corporation commaen shareholders
Basic $(08) $ 013 § 030
Diluted $ 80y 3 013 § 030
Net Income attnibutatie to Duke Energy Corporation common sharehglders
Basic $ 266 % 377 % 307
Diluted $ 266 3§ 376 § 307
‘Weighted-average shares outsianding
Basic 1w 706 574
Diluted 707 106 575

See Notes to Consohdated Financial Statements
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DUKE ENERGY CORPORATICN
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31,
{in miftions) 014 2013 %12
Net Income $1889 $2676 §1782
Other Comprehensive Loss, net of tax
Foreign currency translation adjustments {129) (187 {79
Pensien and OPEB adjustments™ 4 38 19
Net unrealized (losses) gains on cash flow hedges™ {26} 59 (28}
Reclassiization into earnings from cash fiow hedges 7 1 {1)
Unrealized gains (Iosses) on investments in available-for-sale securiies 3 (4) 14
Reclassification into earnings from available-for-saie securities — 4 (5)
{Othes Comprehensive Loss, net of tax {138} 99 (76}
Comprehensive Incoms 1,753 2577 1.706
Less: Comprehensive Incoma Attributable to Nencontroiling Interasts 14 5 10
Comprghensiva lncome Attributable to Duke Energy Corporation $1.739  $2572  $1R96

(3} Netof msignificant tax expense i 2014, $17 mitlion tax expense in 2013 and $9 milion tax expense 1 2012 See Note 21 far additional informabion

(o} Net of $13 million tax henefitin 2014, $20 milion tax expense n 2013 and $6 million tax expense w 2012
See Notes to Consohdated Financial Statements
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DUKE ENERGY CCRPQRATION
CONSOLIDATED BALANCE SHEETS
December 31,
{in mitlions) 014 03
ASSETS
Current Assets
Cash and cash equivalents $ 203 § 1501
Short-term investments - 44
Receivables {net of allowance for doubtful accounts of $17 at December 31, 2014 and $30 at December 31, 2013) 791 1,286
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $51 at December 31, 2014 and $43 2t December 31. 2013) 1913 1713
Inventory 3459 3.250
Assers held for sale 364 —
Regulatory assets 1115 895
(ther 1837 1821
Total current assets 11575 10,516
Investments and Other Assets
Investments in equity methed uncensoldated affiliates 358 330
Nuclear decommissioning trust funds 5,546 5132
Goodwil 16,321 16.340
Assets held for sale 2642 107
Other 3,008 3.432
Total investments and other assets 27815 25.401
Property, Plant and Equipment
Cost 104,861 103.115
Accumulated depreciation and amortization {34,824} (33.625)
Generation facilties to be retired. net 3 —
et property, plant and equipment 70,045 £9 459
Regulatory Assets and Dafarrad Debits
Regulatory assels 11,042 9.181
Other 171 181
Total regulatory assets and deferred debits 11,213 9372
Total Assets $120,709  $114.779

See Notes to Consalidated Financiat Statements
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DUKE ENERGY CORPORATION
CONSOLIDATED BALANCE SHEETS - (Continued)

December 31,
{in millions) bt 013
LIABILITIES AND EQUITY
Current Liabilities
Accouris payable $ 2§ 139
Notes payable and commercal paper 2514 839
Taxes accrued 569 551
Interest accrued 418 44¢
Current maturtties of jong-term debt 2807 2.104
Liatilities associated with assets held for sale 51 7
Regulatory liabifities 04 316
Other 2,188 1.985
Total current fiabiliies 11233 3584
Long-Term Debt ki k) 38.152
Defarred Credits and Other Liabilities
Deferred income taxes 13423 12097
Investment tas creads 427 442
Accrued pension and other post-retirement benefit costs 1145 1.322
Liabilities associated with assets heid for sale k] 13
Asset retirement obligations 8.466 4,950
Regulatory liabilities 6,193 5949
Qther 1475 1743
Total deferred credits and other liabulities 31.364 26,575
Commitments and Contingancias
Equity
Common stock, $0 001 par vaiug, 2 bilion shares authorized; 707 millien and 705 mitlion shares outstanding at
December 31, 2014 ang 2013, respectvely 1 1
Additignal paid-in capital 39,405 39.365
Retained earnings 2012 2363
Accumulated other comprehensive loss (543) {399
Total Duke Energy Corporation shareholders’ equity 40.875 41.330
Roncantroling interests u 78
Total equity 40,858 41,408
Total Liabilities and Equity $120709  $114.779

See Notes to Consohdated finangial Statements
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31,
{in milligns) 2014 2013 2012
CASH FLOWS FROM QPERATING ACTIVITIES
Net income 41889 § 2606 § 1782
Adjustments to reconcite net income to net casi provided by operating activities.
Depreciation, amortization and accretion {including amortization of nuctear fuel) 1507 3209 2,652
Equity component of AFUDC (133 (157 {300)
Severance expense — — 92
FERC mikigation costs {15 — 17
Community support and charitable contnbutians expense — kL] 9?
Gaing on sales of other assets {33) 79 (44)
Impairment charges 815 400 586
Deferred income taxes 1,148 1264 584
Egutty in earnings of onconsohdated afftiates 130 {128 (148)
Voluntary opportunity cost deferral —_— —_ (10D
Accrued pension and other post-retirement benefit costs 108 307 239
Gantrbutions ta qualified pecsign plans - 250) (304)
(Increase) decrease in
Net realized and unreatized mark-to-market and hedging transactigns 4“4 1 B0
Recewvables 58 (281) 39
Inventory (268} (31 (258)
{ther current assets (414) 135y 140
Increase (decrease} in
Accounts payable (30) 73 131
Taxes aceryed (14) n (142}
Other current liabilities (201) b2 295
Dther assets 15 {384) {129)
Dther hatulities 141 (364) 139
Net cash provided by operating achvities 6.586 6.382 5244
CASH FLOWS FROM INVESTING ACTIVITIES
Captal expenditures (5,384 {5520 {5.501)
Investment expenditures (90) [t30] {6)
Acquisihions {54} - 450
Cash agavired from the merger with Progress Energy — — 7
Purchases of available-for-sale securities {4.110} (6,142) ®ney
Proceeds from sales and maturities of avaable-for-sale securities 4,133 5315 4537
Net praceeds from the sales of equity investments and other assets, and sales of and collections on notes receivable 179 217 212
Change n restricted cash 9 167 414)
Uther {58 12 14
Net cash used in investing activites (5.313) 4978 &.197

See Notes lo Consclrdated Financial Statements
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS —{Continued)
Years Ended December 31,

{in millions} 2014 2013 2012
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the:

Issuance of long-term debt $ 2314 5 3601 § 4170

Issuante of commen stock related to employee benefh plans 5 L) 3
Payments for the:

Redemption of long-term debt (3.031 (2.761) (2.498)

Redernption of preferred stock of 4 subsidiary — {96} —
Proceets from the issuante of shorl-term delit with onginal matunties greater than 90 days 1066 — -
Payments for the redemption of sho-term debt with enginal matunties greater than 90 days {564) — —
Notes payable and commeicial paper 1,186 93 278
Distributions to noncentrolling interests {69) (15 25
Contributions from noncentroting mlerests — ] 7%
Dividends paid (2239 (2188 (1.252)
(ther 3 21 (%

Net cash {used in) provided by financing activities (678) {1.327) 267
Net increase (decrease) in cash and cash equivalents 335 7 {686)
Gash and eash aquivalents at beginning of peried 1,501 1424 2.110
Cash and cash squivalents at end of period $ 203 § 1501 % 1424
Supplemental Disclosures:
Cash paid for ntgrest, net of amount capitatized $ 1659 % 1EBD § 1032
Cash paid for {received from) income taxes 158 202 Iyd
Merger with Progress Energy

Fair value of assets acquired — — 48,944

Fair value of liabiities assumed — — 30,873

Issuance of comman stock — — 18.071
Significant non-cash transactions.

Accrued captal expenditures 664 594 684

See Notes to Consohdated Financsal Statemenls
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DUKE ENERGY CORPORATION

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Cuke Energy Corporation Sharehaiders
Accumulated Dtter Comprehensive Loss

Unvealizod

Net{ossas (Losses} Gaing

Common Additional Forgign  onCash  onAvailable-  Pension and Common
Stock Commont  Paid-in Retained  Curreacy Flow for-Sale OPEB Related Stockholders' Nonconbolling Tatal

{in millions) Shares  Stock  Capital Earnings Adjustments  Hedges Securities  Adjustments Equity Interests  Equity
Bafance at Dacember 31, 2011 445 $ 1 321132 31873 $ (48] LI 00 VI ] $1109) $22,717 $ 93 $22.865
Net income' — — — 1768 — — — — 1.768 12 1,780
(ther comprehensive {loss) income — — — — 7 (29) k] 19 {14 [ 76
Commen Stock issued in connection

with the Progress Tnergy Merger 258 — 8 — — — — — 18,071 — 18071
Common stock issuances, including

dividend reinvestment and

employee benefits 1 — 16 — — — — — 76 — 16
Common stock dividends — — — {1752 — — — — {1752 — (175
Contribution from noncontroliing

unterest in 03 Cornerstone, LLC — — —_ — — —_ - — — 76 76
Deconsolidation of DS Comerstone, LIC ~ — — — — — — - — — {82 (82)
Changes in noncontrolling interest in

subsidiaries™ — — — — — — - — — i (1N
Batance at December 31, 2012 04§10 $3927% $1889 $G16 $(00 § — $ 00 $40863 $ 78 $403941
Net income S — — 2665 - — . — 2665 Il 2676
Other comprehensive {loss) income _ _ _ . (191 &0 _ 38 53 @ %)
Comman stock 1ssuances, including

dwidend reinvestment angd

employee benefits 2 — 8 — — — — - 86 — 86
Common stock dividends _ _ s . _ _ _ (2,188 — 188
Premium on the regemption of

preferred stack of subsidiaries — — — {3} — — — — 3} — 3
Contribution from noncontrolling

interest — — —_ — — — — -— _ g g
Changes in noncontrolling interest in

subsidiaries™ — — — — — —_— — — — (19 {14
Balance at Dacember 31, 2013 706§ 1 $39365 $2363 ${307} $ U0 % — $ {52) $41.330 $ 78 $41408
Net income — - — 188 —_ — — — 1,883 B 1,889
Cther comprehensive {loss) wcame _ _ . . ain a9 3 4 (184} g (136)
Common stock issuances, including

dividend reinvestment and

employee benefits 1 — 40 — — — — — 40 — 40
Common stock dwvidends — — —  (2734) — — — — (2,234} — {14
Changes in noncontrolling interest in

subsidiaries™ —_ - - — —_ — — — — 65) (65}
Ctter - - =~ = — — — — - W e
Baiance at December 31, 2014 107 $ 1 $39405 $2012 $(439} $ (59 % 3 $ 8 $40.875 $ 24 340,899
fa}  For the year ended December 32, 2012 consoldated net incarme af $1.782 mullon inctudes $2 million &itnbutable 1o areterred shareholders 6f st Income e to prefered s of subsidearees s 0ot

& component of total equity and 15 excluded from the table above
(B) This gecrease prmanily reiates to cash distubitions to noncantroling interests

Seg Males to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Diractors of
Duke Energy Carolinas, LLG
Charlotte, North Carolina

We have audited the accampanying consalidated balance sheets of Dukg Energy Carolinas, LLE and subsidiaries {the “Company”) as of December 31, 2014 apd 2013, and
the refated consolidated statements of operations and comprehensive income, thanges in member's equity, and cash fiows for each of the three years in the period ended
December 31, 2014. These financiat statements are the responsibility of the Company s management. Jur responsibility is ta express an opinion on these financial statements
based on our audits.

We conducted aur audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to pbtain reasonable assurance about whether the financial statements are free of materia! misstatement. The Company is not required to have, nor were we
engaged 1o perform, an audit of its internal control over financial reparting. Our audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropniate in the circumstances, but nat for the purpase of expressing an epinion on the effectiveness of the Company's internal control over
financial reporting, Accordingly, we express no such opinicn. An audit also includes examimng, on a test basis, evidence supporting the amounts and disclosures in the finangial
statements, assessing the accounbing principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
Yelieve that our audits provide a reasonable basis for our opiman.

n our apinion, the consclidated financial statements referred to above present fairly. in all material respects, the financial position of Duke Energy Caralinas, LLC and
subsidiaries at December 31, 2014 and 2013, and the results of their aperations and their cash fiows for each of the three years in the period ended December 31, 2014, in
conformity with accounting prnciples generally accepted in the United States of America.

s/ Deloitte & Touche LLP

Charlotte, North Carcfina
February 27, 2015
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PART li

DUKE ENERGY GAROLINAS, LLC
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended Decembar 31,

{in millions) 2014 M3 2012
Oparating Reveauas $2,351 36954  $BBES
Oparating Expanses
Fuel used in electric generation and purchased power 7133 1982 [.864
{peraticn, maintenance and other 1,995 1,868 1979
Depreciation and amortization 1,009 921 921
Property and other faxes 316 374 365
‘mpairment charges ki — 31

Total operating expenses 5,456 5,145 5.160
Gains on Sales of Other Assets and Other, net — — 12
Operating Income 1,895 1809 1517
QOther lacome and Expenses, net 112 120 185
Interest Expense 401 359 384
income Before Income Taxes 1.560 1.570 1318
Income Tax Expense 588 594 453
Net incoms 1472 976 865
Other Comprehensive Income, net of tax
Reclassification into eamings from cash flow hedges ? 1 2
Unrealized gain on investments 1n available-for- sale securities —_ —_ 1
Comprehensive Income $1074  § 917§ 888

See Mates to Consondated Fimancial Statements
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PART Il

DUKE ENERGY CARDLINAS, LLC
CONSOLIDATED BALANCE SHEETS

December 31,
(in millions} 014 013
ASSETS
Current Assety
Cash and cash equivalents $ 13 ¢ 23
Rezevables (net of allowance for doubtful accounts of $3 at December 31, 2014 and December 31, 2013} 13 186
Restricted receivables of variable imerest entities {net of allowance for doubtful accounts of $6 at December 31, 2014 and December 31, 2013) 647 673
Receivables from affiliated companies 5 75
Notes receivable from affiliated compamies 150 222
Inventory 1124 1065
Regulatory assets 359 295
{ther n 309
Total current assets 2614 2848
Investments and Other Assets
Nuclear decommissioning trust funds 3.042 2.840
Dther 859 1.000
Total investments and other assets 4,001 3840
Proparty, Plant and Equipment
Cost 3 34506
Accumulated depreciation and amortization (1276800 (11.88d)
ket property, plant and equipment 24,672 23,012
Regutatory Assets and Defarred Debits
Regulatory assets 2,465 1527
Other 42 45
Total regulatory assets and deferred debits 2,501 1573
Total Assets $33184  §3123
LIABILITIES AND MEMBER'S EQUITY
Current Liabilities
Accounts payable $ MM 5 0l
Accounts payatle to affiliated companies 154 161
Taxes accrued 146 147
Interest accrued 95 ar
Current maturities of long-term debt 507 47
Regutatory liabilties u 65
{ther 434 393
Total current habiities 2019 1611
Long-Term Debt 1584 8.089
Long-Term Debt Payable to Affiliated Companies 300 300
Defarred Credits and Other Liabilities
Deferred income taxes 5,812 5706
Investment tax credits 204 210
Accrued pension and other post-retirement benefi costs 111 151
Asset retirement obligations a8 1.594
Repulatory habihes 21 2516
Other 642 676
Totat deferred credits and other Kabilities 12907 10923
Commitments and Contingencies
Member's Equity
Member's Equity 10,937 10.365
Accumutated other comprehensive foss (135 (15}
Total member’s equity 10424 10.350
Total Liabilities and Mamber's Equity $33784  $31213

Se Notes o Consohated Finangsal Statemenis
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PART Ii

DUKE ENERGY CAROLINAS, LLC
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended Decembar 21,
{in millions) 2014 2013 012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $1072 § 976 $ 86
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization {including amertization of nuclear fuel) 1213 1,167 1143
Equity component of AFLIDC {81 @ (154)
FERC mitigation costs 3 — 46
Community supporl ang charitable contribulions expense — 14 5
Gains on sales of other assets and other, net — — (12
Deferred income faxes 376 534 479
Voluntary opportunity cost deferral — — {100)
Accrued pension and other post-retirement benefit costs 2 38 41
{Increase} decrease in
Net realized and unrealized mark-lo-market and hedging transactions — [6)] —
Receivables 48 {12 22
Recetvables from affuiated companies — eF] n
Inventory 160 9 (128)
Dther current assets (236) n a6
Increase (decrease) in
Accounts payable 10 58 (51
Accounts payable to affiliated companies n 33 (28)
Taxes accrued (13) 4 (12)
Other gurrent liabilities {10} 40 165
Qther assets 7 (102 {1
Other hiabyldies {22) 77} 1125
Net cash provided by operating activities 2,380 2411 2,133
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (1.819) (1695 {1.908)
Purchases of available-for-sale securties {2.064) (2,405) 12.481)
Proceeds from sales and maturities of available-for-sale securites 204 2,363 2,445
Notes receivable from atilated compames 12 160 541
Other (18) (24 {12)
Net cash ysed in investing activities (1,845} {1601 (1415
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt —_ 100 645
Payments fur the redemption of lang-term debt (45) (405} (L17Th
Distnbutions to parent (500} {499) {450
Cther — @ (3]
Net cash used in financing activities (545) (808) {988)
Net (decrease) increase in cash and cash equivalents (10} 4 (2700
Cash and cash equivalents at baginning of period 3 19 289
Cash and cash squivaients at end of period $ 13 t n t 18
Supptemental Disclosures:
Cash paid for interest, net of amount capitalized 4 18 § 336 $ 385
Cash paig for (received from) income faxes 308 7 (38
Significant non-cash transactions.
Accrued capital expenditures 194 199 194

See Notes to Consphidated Finangial Statements
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PART Ii

DUKE ENERGY CARGLINAS, LL.C
CONSOLIDATED STATEMENTS OF CHANGES IN MEMBER'S EQUITY

Accumulated Other
Comprehensive Loss
nrealized
Losses on
Net Losses Rvailatile-
Membar's on Cash Flow for-Sale Total
{in millions} © Equity Hedgas Securitios Equity
Balance at December 31, 2011 $ 9473 $an $ @ § 945
Net ncome 865 -— — 865
Other comprehensive income 2 1 3
Distnbutions to parent {450) — — (450}
Balance at December 31, 2012 $ 9888 $(15) $§ M $98m
Net income 876 — — 976
Cther comprehensive income 1 —_ 1
Distributions to parent {459) — — (499)
Balance at December 31, 2013 $10.363 $014) § I $10.3%0
Net income 1072 — — 1,072
Other comprehensive income 2 —_ 2
Distributions to parent (500} -— — {500)
Balance at December 31, 2014 $10,937 4012 $ {0 103K

See Notes to Consalidated Financiat Statements.
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PART Il

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Progress Energy, Inc,
Charlptte, North Carolina

We have audited the accompanying consolidated balance sheets of Progress Energy, Inc, and subsidiaries (the “Company ") as of December 31, 2014 and 2013, and the related
consnlidated statements of operatians and comprehensive income, changes in common stockholder's equity, and cash flows for each of the three years in the period ended
December 31, 2014, These financial statements are the respansibility of the Company s management. Our respensibility is to express an opinicn on these financial statements
based on our audits.

We conducted our audits i accordance with the standards of the Pubtic Company Accaunting Oversight Baard {United States). Those standards require that we plan and
perform the audit to oblain reasonahle assurance about whether the financial statements are free of material misstatement. The Company is not required tn have, nor were we
engaged to perform, an audit of s intemal controf over financial reporting. Our audits included consideration of internal control over financial reparting as a basis for designing
audit procedures that are appropriate in the circumstances, but pot for the purpose of expressing an opinion on the effectiveness of the Company's intemal control over
financial reparting. Accordingty, we express no such apinion. An audit alsa includes examining on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overal financial statement presentation. We
believe that aur audits provide a reasonable basis for our opinion.

In our opinicn, the consolidated financial statements refered to above present fairly, in all material respects, the financial position of Progress Energy, Inc. and subsidianes at
December 31, 2014 and 2013, and the results of thewr cperations and their cash fiows for each of the three years in the period ended December 31, 2014, in conformity with
accounting principles gererally accepted in the United States of America.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 27, 2015
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PART #

PROGRESS ENERGY, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

{in millions) 2014 2013 012
Operating Revenuas 410166  $9523  $ 9.405
Operating Expenses
Fuel used in electric generation and purchased power 4195 3851 4,304
Operatign, maintenance and other 2,335 2247 2,445
Depreciation and amorhization 1,128 833 741
Property and other taxes bk 557 570
Impairment charges {16} 380 200

Total operating expenses 8159 7918 8.266
Gains {Losses) on Sales of Other Assets and Other, net 11 3 @
Opérating Income 1018 1618 1137
Other Income and Expanses, net n 94 130
Interast Expense 675 680 740
Income From Continuing Operations Before Income Taxes 1420 1032 527
income Tax Expanse From Continuing Operations 540 373 172
{ncome From Continuing Gperations 411 659 355
(Loss) Income From Discontinued Operations, net of 1ax {6) 15 52
Net Income 84 575 a07
Less: Net Income Attributable to Noncontrolling Interests H 3 7
Nat Income Attributable ta Parent $ 863 § 672 0§ 200
Net Income $ 814§ 675 § 407

Other Comprehensive Income, net of tax
Pension and OPEB adjustments ] 9 {2)
Net unreahized loss on cash flow hedges — — {9)
Reclassdication into eamings from cash flow hedges 3 m 8
Reclassiication of cash flow hedges to regulatory assets® — — 97
Unrealized gains on investments in available-for-sale securties 1

Other Comprehensivs Income, net of tax 18 8 98
Compraehsnsive Income 292 683 505
Less: Comprehensive Income Attributable to Noncontrolling Interests 5 3 7
Comprehensive Income Attributable to Parent $ 887 $ 680 § 498

(a}  Net of $62 milhon tax expense in 2012

See Notes to Consalidated Financial Slatements
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PART Il

PROGRESS ENERGY, INC.

CONSOLIDATED BALANCE SHEETS

Docember 31,
{in millians) 2014 2013
ASSETS
Currant Assets
Cash and cash equivatents $ 420§ 58
Recewvables {net of allowance for doubtful accounts of $8 at December 31, 2014 and $14 at December 3], 2013) 19 528
Restricted receivables of variablg interest entities {net of allawarnce for doubtf! accounts of $8 at Decernber 31, 2014} 741 a7
Receivables from affiliated companies 5 4
MNotes receivable from atfiliated companies pri] 7%
Inventory 1,580 1424
Regulatory assets 491 382
QOther 1,285 126
Tota! current assets 4,557 3.585
Investmants and Other Assets
Nuclear decommissioning trust funds 2503 2,292
Goodwill 1,635 3.658
Other 670 804
Total investments and other assets 5,828 5751
Properfy. Piant and Equipment
Cost 38,650 36.430
Accumulated depreciation and amortization (13,506)  (13.098)
Net property, plant and equipment 25.14 23.382
Regulatory Assets and Deferred Debits
Regulatory assets 5,408 4,15%
Other L] 96
Total regulatory assets and deferred debits 5,499 4251
Total Assets $42028 §37969

See Motes to Consalitated Finantial Statements
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PART I

PROGRESS ENERGY, INC.

CONSOLIDATED BALANCE SHEETS -(Continued)

December 31,
{im milliong} 014 2013
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ M1 0§ 8%
Accounts payable to affliated companies 203 123
Notes payable %o affiiated companies 835 1213
Taxes accrued 114 105
Interest accrued 184 181
Current maturrigs of long-term debt 1507 485
Regulatory liabities 106 207
Dther 1021 896
Total cument fiabilities 4317 4046
Long-Term Dett 13.247 13630
Deferred Credits and Other Liabilities
Deferred income tases 4,754 3283
Accrued pension and other post-retirement benefit costs 533 765
Asset retirement obligations 4111 2.562
Regutatory liabilities 23 2292
Other 405 527
Total deferred credits and ather liabilhies 12,788 9429
Commitments and Contingencies
Common $tockhatder's Equity
Common stock, $0 01 par value, 100 shares authorized and outstanding at December 31, 2014 and 2013 — —
Additional paid-in capital 1467 7467
Retained earnings 3182 3452
Accumulated other camprehensive 105§ “n {59}
Total common stockhalder's equity 11,208 10,860
Nencontrolting interests (32} 4
Total equrty 11.176 10.864
Total Liabilities and Equity $42028  §37.969

See Notes to Consalidated Financial Statemenls
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PART 11

PROGRESS ENERGY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,
(in millions} 2014 2013 iz
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 84§ 675 ¢ a7
Adjustments 1o reconcile net income to net cash provided by operating activities:
Depreciation, amortizatien and accretion (including amorhizatwn of nuciear fusl 1313 1041 897
Equtty component of AFUDC {26} {50) (106
Severance expense — — 8
FERC mitigation costs (18 — 1
Commurity support and charitable certnbutions expense — 20 36
{Gains) losses on sales of other assets (6) 2 (18)
Impairment charges 2 380 145
Deferred income tares 1.014 516 263
Amount to be refunded to customers — - 160
Accrued pension and other post-retirement benefit costs n 112 179
Contributions to qualified pension plans — (250} (346)
(Increase) decrease in
Net reahzed 2nd unrealized mark-to-market and hedging transactions 12 55 7
Receivables (3D (148) 4
Recewvables from aRiliated companies {56) 11 {18}
Inventory {101) 17 71
Oiher current assets (3347 (156} 2
Increase {decrease} in
Accounts payable [ [E:3Y] 175
Accounts payable to affilatad companies 80 93 30
Taxes accrued {20} 22 25
(Other current habilities (149) 61 8l
Other agsets {14 (243) (25)
Other habilites (12) {115} 80
Net cash provided Dy operating actites 1,466 2,122 1.840
CASH FLOWS FROM INYESTIHG ACTIVITIES
Capital expenditures {1940 (28900 (2.366)
Purchases of availabie-for-sale securities (1689) (2558 {1374
Proceeds from sales and maturtes of availabie-for-sale secunties 1652 2513 1,325
Change i restricted cash — — 24
Notes receivable from afiiiated companies {145) 75 —
QOther 44 13 109
Net cash used in investing activities (2.186) (2587 (228D

See Notes 1 Consohidated Financial Statements
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PART Il

PROGRESS ENERGY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

Yaars Ended December 31,

{in millions} 2014 013 2012
CRSH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the:

Issuance of long-term: debt $1572 % 845 $20M4

Issuance of commen stock refated to employee benefil prans — — [
Payments for the:

Redemption of long-term debt 93 (1196 (962)

Redemption of preferred stock of subsidiares -— (96) —
Proceeds from the issuance of short-term debt with origina) maturibes greater than 50 days -— - 85
Payments for the redempion of short-term debt with original maturities greater than 90 days - —_ (65)
Notes payable and commercial paper - — 670)
Notes payable to affiliated companies {318) 158 455
Distributions to noncontralfing interests (3n 3 n
Dividends paid — — (445)
Other (42) (6) 0]

Net cash provided by finarcing activities 184 302 443
Net {decrease) increase in cash and cash equivalents (18} (173} 1
Cash and Cash Equivalents at Baginning of Peripd 58 31 230
Cash and Cash Equivalents at End of Period $ 42 % 8 ¢ 231
Supplemental Disclosures:
Cash paid for interest, net of amount capitatized $ 664 $ 678 § 74
Cash paid for {received from) 1ncome taxes 141 (167 L
Ssgnificant non-cash transactions:

Accrued capital expenditures 234 255 375

Asset retirement obligation additions for spent nuclear fuel disposal related to the Progress Energy merger — — 837

Camtal expenditures financed through capital leases — — 140

See Notes lo Cansolidated Fnanaial Statements

81




PART Ii

PROGRESS ENERGY, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN COMMON STOCKHOLDER'S EQUITY

hccumulated Other
Comprehensive Income Loss

et
Gains on Pension
NetLosseson  Avaflabile-  and OPEB Comman
Common Additional  Retained Cash Fiow  for-Sale Related Stockholders' Noncontrolling Total

(in millions) Stock Paid-inCapital  Earnings Hedges Securities Adjustments Equity Interasts Equity
Balance at December 31, 2011 $7418 $ 16 $2.752 $4142) $ — $023 $10021 § 4 %1005
Net income'* — — 400 — — — 400 3 403
Other comprehensive income {loss) — — — 100 — [v4] 9 — 98
Cemmon stock issuances, mcluding dividend

reinvestment and employes benefits 18 13 — — — — il — K]
Common stock dividends — o (369) — —_ — (369 — (369)
Distrbutians to noncontrolling interests — — — — — — -— 2 2
Recapitalization for merger with Duke Energy (7.436) 1436 — — — — — — —
Dther - — — — — — — 0 {0
Balance at December 31, 2012 ! — § 7.465 $2.783 § 42 § — $25)  $10181 $ 4 §1018
Net income - — 672 —_ — — 672 3l 675
Other comprefiensive (Ioss) income - — — 44} — 9 8 — 8
Premium an the redemption of preferred

stock of subsidiaries - — (3 — - — 3 — 3
Distributions to noncontrolling interests - — — — — — — 3 3
Other — 2 — — — — 2 — 2
Balance at December 31, 2013 3 — § 7467 $3.452 $ (43 § — $(16) $10.860 § 4 §10884
et income - — 869 — — — 859 5 B4
(Other comprehensive income — — — B 1 9 18 — 18
Distributions to norcontrolling interests -— — — — — — — n (31
Transfer of service company net assets to Duke

Energy - — (539} — — — (539 — (639)
{Other — - — — — — — 4 0]
Balancs at December 31, 2014 § — $7467 33982 $ (35 $ 1 $ (M 411208 $ (3 $ 11176

{a¥ For the year ended December 31, 2012 consolidated ned ncome of $407 million ncluded 54 million attnbutatle to prefeired shareholders o subsidianies Incame attnbutable to prefened shareholders of subsidiaries 15 not a

component of total equidy and 1$ excluded from the table above

See Notes te Consohidated Financial Statements
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PART )

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Progress, Inc.
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Progress, (nc. and subsidiaries (the “Company”) as of December 31, 2014 and 2013, and the
related consclidated statements of operations and comprehensive income, changes in common stockholdes’s equity, and cash flows for each of the three years in the period
ended December 31, 2014. These financiaf statements are the responsibility of the Company s management. Qur responsibility is fo express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit 1o obtain reasonable assurance about whether the financial statements are free of material misstatement, The Company is not required to have, nor were we
engaged fo perform, an audit of its infenal controf over financial reporting. Qur audits included consideration of internal controf over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's intemal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining. on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the averall financial statement presentation. We
believe that our audits provide a reasonable bass for our opinign.

In eur apirian, the cansotidated financial statements referred to above present fairly, in aif material respacts, the fiancia! pasition of Duke Energy Progress. inc. and subsidiaries
at December 31, 2014 and 2013, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2014, in conformity with
accounting principles generally accepted in the United States of America.

/s/ Delvitte & Touche LLP

Charlotte, North Carolina
February 27, 2015

83



PARTII

DUKE ENERGY PROGRESS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

(in mitligns} 2014 213 2012
Operating Revenues $5176  $4992 34708
Operating Expenses
Fuel ysed in electric generation and purchased power 2,036 1925 1.895
Dperation, maimenance and other 1410 1,357 1494
Depreciation and amortization 582 534 535
Property and other taxes 174 223 219
Impairment charges (18) 2 54
Total operating expenses 4244 4,061 4197
Gaing on Sales of Other Assets and Other, net 3 1 1
Oparating Income 835 932 510
Cther Income and Expenses, net 51 57 79
Interest Expanse 234 201 207
Ingome Befora [ncome Taxes 152 783 382
Income Tax Expense 285 288 110
Net Income a7 500 272
Lass: Prefarred Steck Dividend Roquirement —_ - 3
Net (ncome Available to Parent $ 467 § 500 § 268
Net Income $ 467 § 500 § 272
Othar Comprehensive (Loss) Income, net of tax
Net unrealized loss on cash flow hedges — — )
Reclassification into eamings from cash flow hedges — — 4
REIassnicalion of cash flow hedges to regulatary assets(a) - - i
Other Comprehensive Income, net of tax — -— 71
Comprehensive Income $ 467 § 500 % 343

@) Net of $46 million tax expense m 2012

See Motes o Consolidated Financial Slatements
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PARTII

DUKE ENERGY PROGRESS, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) 2014 2013
ASSETS
Current Assets
Cash and cash equwalents 4 9 ¢ 21
Receivables (net of allowance for doubitful accounts of $7 at December 31, 2014 and $10 at December 31, 2013) 43 145
Restricted receivables of variabie interest entities (net of allowance for doubttul accounts of $5 at December 31, 2014) 436 417
Receivables from affiliated companies 10 2
Notes receivable from atiliated companies m —
Inventory 966 853
Regulatory assets 87 127
Other 384 296
Total current assets 231 1861
Invastments and Other Assets
Nuglear decommissioning trust funds 1,101 1538
Other 12 443
Total investments and other assets 2113 1982
Property, Plant and Equipment
Cost 24.207 22213
Accumulated depreciation and amertizaticn (8,021} (8.623)
Net property, plant and equiprent 15,186 13650
Regulatory Assets and Deferred Dabits
Regulatory assets 2615 1.384
Dther 34 32
Total regutatory assets and deferred debits 2708 1416
Total Assets $22380  $183509
LIABILITIES AND COMMON STOCKHOLDER'S EQUITY
Current Liabilities
Accounts payable 4 481 ¢ 420
Accounts payabie to affliated companies 120 103
Notes payable to affiiated compan es —_ 462
Taxes accrued 47 37
Interest accrued 8l 70
Current maturities of long-term debt 945 174
Regulatory habilities b} 63
QOther 409 192
Total current fiabilities 2154 1721
Long-Term Dabt 5,256 5,061
Deferred Credits and Other Liabilities
Deferred income taxes 2,508 2557
Accnied pension and other post-refirement benefit costs 840 321
Asset retirement obligations 14505 1.72%
Regulatory liabilities 1832 1,673
Other 168 222
Totat deferred credits and other liabilibes 9,103 5,502
Commitments and Contingencies
Common Stockholder's Equity
Common stock, no par value, 200 milhon shares authonzed; 160 million shares outstanding at December 31, 2014 and 2013 2,159 2,159
Retained earnings 3,108 3.466
Total commaon stockholder's eguity 5,867 5625
Total Liabilities and Common Stockholder's Equity $22,380  $13909

See Noles to Consohgated Financial Statements
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PART Il

DUKE ENERGY PROGRESS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended Decamber 31,
{in milligns} 2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 467 § 500 § 2
Adjustments te reconcile net income to net cash prowided by operating activities.
Depreciation, amortization and accretion (including amertization of nuciear fuel) 161 585 576
Equity component of AFUDC {25) (42) (69)
Severance expense — — 18
FERT mitigation costs (18} — 7l
Community suppert and chantable contributions expense — 20 36
Gains on sales of other assets and other, net 3 N 1)
Impasrment charges — 22 —
Deferred mcome taxes 455 368 164
Accrued pension and other post-retrement benefit costs n 72 70
Contributions to qualfied pension plans — 63) {141)
(Increase) decrease in
Net realized and unrealized mark-to- market and nedging transactions 13 {9) 25
Recewales 18 (88 ?
Receivables from affilated companies 8 3 4
Inventory (65) (26) (58)
Dther current assets {416) (39) 24
Increase (decrease) in
Accounts payable b (18) 149
Accounts payable to affiliated companies Y 21 47
Taxes accrued 10 15 [
Other current liabilities (68) (86) 23
Other assets 48 74 (28)
Other liabilites (21) 78 {6)
Net cash prowided by operating activities 1,245 1188 1167
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (L241)  (1.567) (1525
Purchases of avaitahle-for-sale securities 489) (900 {582)
Proceeds from sales and maturities of available-for-sale securities 458 856 532
Nates receivable from affilated companies {231) — -
QOther (12) 4 9]
et cash used in investing activities (1,531}  (1.608)  (1,484)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 1347 845 928
Payments for the.
Redemption of long-term gebt {319 451 {502)
Redemption of preferred stock — 62) —
Notes payable and commercial paper - — {188)
hotes payable to affiliated companies (462} 98 333
Dividends to parent {225) — (310)
Dwidends paid on preferred stock — — @
Other m [t} 3
Net cash provided by financing activities M4 423 35
Net (Cecrease) increase in cash and cash equivalents {12) 3 2
Cash and Cash Equivalents at Beginning of Period b1 18 20
Cash and Cash Equivalents at End of Pariod $ 8 § 21 % 18
Supplemental Disclosures:
Cash pard for inferest, net of amount caprtalized $ 220 § 217§ 248
Cash paid for (received from} income taxes 81 (94) 18
Signdficant non-cash transactions:
Accrued capital expenditures 184 166 232
Asset retirement obligation additions for spent nuctear fuel disposal related to the Progress Energy merger — — 698
Capital expenditures financed through capital leases — — 140

See Nates to Cansolrdated Financiat Slatements
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PART Il

DUKE ENERGY PROGRESS, INC.
CONSOLIDATED STATEMENTS OF CHANGES N COMMON STOCKHOLDERS' EQUITY

Accumulated Other
Comprehensive Loss
Net Loss on

Common  Retained Cash Flow Total
{in millions) Stock  Earnings Hedges Equity
Balance at December 31, 2011 $2148  $3001 $ T $5.088
Net income — 22 — 212
COther comprehensve mcome — —_ 11 1
Stock-based compensation expense 11 — — 11
Qividends to parent — {310} — (310
Preferred stock dividends at stated rate — (3} — (3
Tax dividend — ) — 2)
Balance at December 31, 2012 $2.158 $2.968 t — $5.127
Net income — 500 — 500
Premium on the redemption of preferred stock — 2) — (2}
Balance at Decamber 31, 2013 $2159  $3.465 $ — $5625
Net income — A48T — 457
Dividends o parent — {225) — 1225)
Balance at December 31, 2014 $2159 33708 $ — $5.867

See Noles to Consglidated Financral Statements

87



PART i

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Florida, Inc.
Charlotte, North Carolina

We have audited the accempanying consolidated balance sheets of Duke Energy Florida, Ing. and subsidiaries {the “Company™) as of December 31, 2014 and 2013,
and the related consolidated statements of aperations and comprehensive inceme, changes in common stackholder’s equity, and cash flows for each of the three
years in the period ended December 31, 2014. These financial statements are the responssbility of the Company’s management. Qur responsibility is to express an
cpinion on these financial statements based on our audits.

We conducted pur audits in accordance with the standards of the Public Company Accounting Oversight Board {{nited States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of matenial misstatement. The Company is not required
to have, nor were we engaged to perform, an audit of its internal contral over financial reporting, Our audits included consideration of internal control over firancial
reporting as a basis for designing audit procedures that are appropriate in the circumstances. but not for the purpose of expressing an opinion on the effectiveness
of the Company s internal control over financial reporting. Accordingly, we express ni such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial staternents, assessing the accounting principles vsed and significant estmates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonabie basis for our apinion.

I our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial pesition of Duke Energy Florida. Inc. and
subsidiaries at December 31, 2014 and 2813, and the results of their operations and their cash flows for each of the three years in the period ended December 31,
2014, in conformity with accounting principles general'y accepted in the United States of America.

/s/ Deloitte & Touche LLP

Charlotte, North Carohna
February 27, 2015
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PART Il

DUKE ENERGY FLORIDA, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Yoars Ended December 31,

{in millions) 2014 2013 2012
Dperating Revenues 44975 $4527 $4.689
Oparating Expenses
Fuel used in electric gereration and purchased power 2,158 1327 2408
Operation, maintenance and other 850 898 969
Depreciation ang amortization 545 330 192
Praperty and gther tares 343 n 346
Impairment charges 2 358 145

Total operating expenses 3,898 3840 4062
Gains on Sales of Other Assets and Other, net 1 1 2
Operating Income 1078 638 629
Other Income and Expenses, net Fiil 30 39
Interest Expense 201 180 255
ingeme Befora (ncome Taxas 897 538 413
Income Tax Expense 349 213 147
Net Income 548 25 266
Less: Preferred Stock Dividend Requirement —_ — 2
Net incoma Availablg to Parent $ 548 0§ 35§ 264
Net Incoms $ 548§ 35§ 66
Other Comprehensive Income {Loss), net of tax
Net unreahzed loss on cash flow hedges — 1 —
Reclassification into earnings from cash flow hedges 1 -— 1
Reclassification of cash flow hedges to regulatory assets'™ — — 6
Other Comprehensive Income {Loss), net of tax 1 {1 27
Comprehensiva Income $ 549 % 3 0§ 293

(a) Netol $18 million tax expense n 2012

See Notes Io Consalidated Financal Statements
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PARTH

DUKE ENERGY FLORIDA, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) 2014 2013
ASSETS
Current Assets
Cash and cash equivalents $ 8 § 18
Receivables {net of allowance for doubtful accounts of $2 at December 31, 2014 and $4 at December 31. 2013) B 375
Restricted receivadies of variable interest entities {net of aowance for doubtful accounts of $3 at December 31. 2014) 305 —
Recewvables from affiliated companies 0 3
Inventory 623 571
Regulatory assets 203 221
(ther 521 182
Total current assets 1,784 1,368
Investments and Other Assets
Nuclear decommissiomag trust funds 803 753
Other 204 252
Total investments ang other assets 100 1.005
Property, Plant and Equipment
Cost 14,413 13,863
Accumulated depreciation and amorhzation 4418 {4252
Net praperty. plant and equipment 9,955 9611
Regulatory Assets ang Deferred Debits
Regulatory assets FRKE] 2179
Qther k] 44
Total regulatory assets and deferred debits 22 2713
Total Assets $15518 §1475%7
LIABILITIES AND COMMON STOCKHOLDER'S EQUITY
Current Liabilities
Accounts payable $ 35 ¢ 313
Accounts payable to affihated companies 7 5
Notes payable to affiliated companies 84 181
Taxes accrued 65 66
Interest accrued 47 46
Current maturities of lang-term debt 562 11
Regulatory liabilities 35 144
Other 586 445
Tota! current liabilities 1814 1,264
Long-Term Debt 4798 4875
Deferred Credits and Other Liabilities
Deferred ingome taxes 2452 1829
Accrued pension and other post-retirement benefit costs m 286
Asset retirement obligatigns 806 833
Regulatory liabilities 547 618
Other 158 255
Total deferred credits and ather liabilities 4,184 3821
Commitments and Contingencies
Common Stockholders Equity
Common Stock, no par; 60 million shares authorized: 100 shares outstanding at December 31, 2014 and 2013 1762 1762
Retained earnings 3,460 3.036
Accumultated other compeehensive kiss — 4]
Total common stockholder's equity 5222 4797
Total Liabilities and Common Stockholder's Equity $15518  $14757

See Motes to Consolidated Financia Stalemenls
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PARTII

DUKE ENERGY FLORIDA, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Yaars Ended December 31,
{in millions} 2014 2013 2012
CASH FLOWS FROM QPERATING ACTIVITIES
Net income $ 548 0§ 35 0§ 266
Adjustments to reconcile net income to net cash provided by operating activities:
Oepreciation, amortization ang accretion 550 335 197
Equity component of AFLIDC - (8 (31
Severarnce expense — — 6
Gains on sales of other assets and other, net 1 193] @
Impairment charges 2 358 146
Deferred income taxes L1] 368 142
Amount to be refunded to customers -~ — 100
Accrued pension and other post-retirement benefit costs 2 79 7l
Contributions to qualified pension plans — (133) {28
(Increase} decrease in
Net realized and unrealized mark-to-market and hedging transactions 9 55 13
Receivables (33} a4y 37
Receivables from affiliated companies (37} 17 {13)
Inventory (36} 12 {13
Cther current assets (269) {109) 2
Increase {decrease) in
Accounts payable 18 Z 21
Accounts payable to affiliated companies 32 (8 30
Taxes accrued (31} 13 15
Other current liabilties (80) 159 51
Other assets (59) {158) 8
Other liabilties (58 (74) 94)
Net cash provided by operating activities 966 1,205 898
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expendrtures (698} 015 (309
Purchases of available-for-sale secunties (1,189} (1,656} {730
Proceeds from sales and maturities of available-for-sale securties 1,195 1658 191
Notes recefvable from affiliated companies — 207 (207
Other (31) — 16
Net cash used in investing activities (124} (706) (1,006}
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 25 — 642
Payments for the:
Redemption of long-term debt (252 (435) (10)
Redemption of preferred stock — 39 —
Praceeds from issuance of short-term debt with ariginal maturities greater than 90 days — — (5]
Payments for the redemption of short-term debt with original maturities greater than 90 days — — {65}
Notes payable and commercial paper — — 233)
Notes payable to affilated companies (an 181 (8)
Dividends to parent (124} (325} (1701
Dividends paid on preferred stock — — 2)
Other (2 0] {2
Net cash (used in) provided by financing activities (250) €14 217
Net {decrease} increase in cash and cash equivalents (8) (115) 115
Cash and Cash Equivalents at Beginning of Period 16 131 16
Cash and Cash Equivalens at End of Period H 8 & 1 § 1
Supplemantal Disclosures:
Cash paid for interest, net of amount capitalized $ W3 % 01 0§ 266
Cash paid for (received from) income taxes 99 (84) 24
Significant nan-cash transactions-
Accrued capital expenditures 100 a8 139
Asset retirement obligation additions for spent nuclear fuel disposal refated to the Progress Energy merger — — 139

See Nates to Consobdated Financial Statements
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PARTII

DUKE ENERGY FLORIDA, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN COMMON STOCKHOLDER'S EQUITY

Accumulated Other
Comprehensive
Loss
Net Losses

Common  Retained on Cash Fiow Total
{in millions) Stock  Earnings Hedges  Equity
Balance at December 31, 2011 $LI57 $294 $27)  $4615
Net income — 266 — 266
(ther comprehensive income — — 27 27
Stock-based compensation expense 5 — — 5
Dwidend to parent — (170) — {70
Preferred stock dividends at stated rate — @ — 2
Tax dividend — @) — (2)
Balance at December 31, 2012 $1762  $3037 §—  $4799
Net income — 325 — 325
DOther comprehensive loss — — {1 {1
Dividend to parent — (325) — {325)
Premium on the redemption of preferred stock — (0 — (1
Balance at December 31, 2013 $1.762  $303% $ () $4797
Net income — 548 — 548
Cther comprehensive income -— — 1 1
Dividend tg parent — (124) — {124)
Balance at December 31, 2014 $1,762  $3.460 $— 5222

Sea Notes ta Consoldated Financial Statements
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PARTII

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directars of
Duke Energy Ohuo, Inc.
Charlotte, North Carglina

We have audited the accompanying consolidated balance sheets of Duke Engrgy Ohio, Inc. and subsidiaries {the “Company ") as of December 31, 2014 and 2013, and
the refated consolidated statements of operations and comprehensive income, changes in common stockholder's equity, and cash flows for each of the three years in

the pencd ended December 31, 2014. These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on

these financial statements based on our audits.

We conducted our audits in accardance with the standards of the Public Company Accounting Cversight Board (United States). Those standards require that we
pian and perform the audit te oblain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required
to have, nor were we engaged to perform, an audit of its internal control over financial reperting. Our audits included consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control over financial reporting. Accordingly, we express no such opinien. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our cpimion.

1n our epinion, the consolidated financial statements refemed to above present fairly, in all matenial respects, the financial position of Duke Energy Ohio, Inc. and
subsidiaries at December 31, 2014 and 2013, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2014,
in conformity with accounting prnciples generally accepted in the Uruted States of America.

/s/ Delaitte & Touche LLP

Charlatte, North Carclina
February 27, 2015
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PART I

DUKE ENERGY OHIQ, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Yaars Ended December 31,

(in millions) 014 2013 2012
Operating Revenues
Regulated electric $1316  §L258  $L.281
Nonregulated electric and other 19 4 68
Regulated natural gas 578 513 471

Total operating revenues 1913 1805 1820
Operating Expenses
Fuel used in electric generation and purchased power — regulated 439 428 475
Fuel used in electric generation and purchased power — nonregutated 25 41 51
Cost of natural gas 185 152 142
Operation, maintenance and other 518 546 586
Depreciation and amortizaticn 4 213 195
Property and other {axes 234 242 205
Impairment charges 94 5 2

Total operaling expenses 1727 1627 1,662
Gains on Sales of Other Assets and Other, net 1 4 1
Operating Income 187 182 159
Other Income and Expenses, net 10 2 8
Intarest Expense 86 74 89
Income From Continuing Oparations Before Income Taxes 111 10 78
Incoma Tax Expense From Continuing Gperations 43 43 33
Incoma Fram Continwing Operations 58 &7 45
(Loss) Income From Discontinued Operations, net of tax (563) 35 130
Nat (Loss} Income $0495) § 102 % 175
Other Comprehensiva Income, net of tax
Pension and OPER adjustments — 1 27
Comprehensive (Loss) Income $@95 § 103 § 202

See Notes to Consondated Financial Statements
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PARTII

DUKE ENERGY OHID, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) 04 03
ASSETS
Currant Assets
Cash and cash equivalents $ 0 3 3
Recervables {net of allowance for doubtful accounts of $2 at December 31. 2014 and December 31, 2013) 93 121
Receivables from affiliated companies 7 121
Notes recervable from affiliated companies 145 57
Inventory 37 229
Assets held for sale 316 —
Regulatory assets 19 57
Other 167 270
Total current assets 34 9]
Investments and Other Assets
Goodwill 920 920
Assets teld for sale 2605 -
Cther 23 1§
Total investments and other assets 3548 1.152
Property, Plant and Equipment
Cost 7141 11143
Accumulated depreciation and amortization {2,213) (2,908)
Generation facilties to be retired. net 8 -
Net property, plant and equipment 4937 B.235
Regulatory Assets and Deferred Dabits
Regulatory assets 512 71
Other 8 14
Total regulatory assets and deferred debits 520 435
Total Assets $ 9998 $10763
LIABILITIES AND COMMON STOCXHOLDER'S EQUITY
Current Liabilities
Accounts payable $ 28 § 319
Accounts payabile to affiliated companies 74 17
Notes pavable to affilated companies 431 43
Taxes accrued 163 167
Interest accried 19 17
Current maturties of long-term debt 151 47
Liabilities assaciated with assets held for sale 246 —
Regulatory habilities 10 27
Other 66 110
Total current habilities 1435 807
Long-Term Debt 1,584 2141
Long-Term Debt Payable to Affiliated Companies 25 —
Deterred Credits and Gther Liabilities
Deferred income taxes 1,765 2.012
Accrued pension and other post-retirement benefit costs 48 58
Lishilites associated with assets held for sale 34 —
Asset retirement obligations i 28
Regulatory habilties 11 262
Dther 166 186
Total defered credits and other liabilities 2,281 2.546
Commitments and Contingencies
Common Statkholder's Equity
Comman stock, $8 50 par value, 120,000.000 shares authorized, 89,663.086 shares outstanding at December 31. 2014 and 2013 162 162
Addibonal paid-in capital 4,782 4,882
Accumulated deficit (870) (375)
Total common stackholder's equity 4514 5,269
Total Liabilities and Common Stockholdar's Equity $ 9999 $10763

See Motes to Consolidaled Finanoral Statements
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PART Il

DUKE ENERGY OHIO, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended Decamber 31,
{in milliong) 2014 013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net (less) mcome $495) 3102 B 175
Adjustments to reconcile net {loss) ncome 1o net cash provided by operating actvities.
Depreciation and amortization 258 397 342
Equity component of AFUDG 4 n (6)
Gains gn sales of other assets and other, net (1) (8) M
Impawment charges 941 5 ?
Deferred income taxes (219) 98 61
Accrugd persion and other post-retirement benefit costs 8 17 1l
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions Fy 17 (5}
Receivables (56} {15 29
Receivables from affiliated companies 14 39) 61
Invertory ] {3 15
Other current assets (5) {1) (62)
Increase (decrease} in
Accounts payable h 13 §
Accounts pavable to affliated companies (3 15 (22)
Taxes accrued (9} 1 (24)
Other current liabilities 21 14 (21}
Other assets 4 (6 6
(ther liabities (33 73 {116}
Net cash provided by operating activities 41 496 444
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {322) (434) (514)
Net proceeds from the sales of other assets — 1 82
Notes receivable from atfiliated companies {88) {56) 400
Other {12 1 [
Net cash used in investing activities 422) {478} {26)
CASH FLOWS FROM FINANCIMG ACTIVITIES
Proceeds from the issuance of long-term debt — 430 —
Payments for the redemption of long-term debt (449) (258 {556)
Notes payable to affiliated companies 413 (202) 245
Didends to parent (100) — {175}
Dther 1 (3 —
Net cash used m financing activities (15) (13) {486)
Net (decrease) increase in cash and cash equivalents (18} 5 (58)
Cash and ¢ash equivafents at beginning of periad 16 3l 99
Cash and tash equivalents at end of peried $ 20§ 3% 3
Supplemental Disclosures:
Cash paid for interest, net of amount capdalized $ 7 $ 71 93
Cash (recewed from) paid for income taxes (5} 9 18
Significant non-casn transactions:
Accrued capital expenditures u 27 3l
Transfer of Vermillion Generating Station fo Duke Energy Indiana — — 28

See Notes 1o Consalidated Financial Statements
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PART I

DUKE ENERGY OHID, ING.
CONSOLIDATED STATEMENTS OF CHANGES IN COMMON STOCKHOLDER'S EQUITY

Accumulated
Other
Comprehensive
Loss
Pension and
Common Additional Accumulated  OPEB Related  Total
(in mifffonsj Stock  Paid-in Capital Deficit Adjustments  Equity
Balance at Decembar 31, 2011 $762 $5.085 § (652) $28) $5.167
Net income — — 175 - 175
Other comprehensive ncome — — _— 27 27
Transfer of Vermillion Generating Station to Duke Energy Indiana — (28) — — (28}
Dividends to parent — {175) — — 1175)
Balance at December 31, 2012 $762 $4,882 $ (7 § (1) $5.166
Net income — — 102 — 102
Other comprehensive income — — — 1 1
Balance at December 31, 2013 §782 $4.882 $ (375 t— $57289
Net loss — —_ (495) —  (495)
Dividends to parert — {100) — — (300
Balance at December 31, 2014 $762 $4,782 $ (870} — 6

See Notes to Censoldated Financial Statements
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PART I

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Ta the Board of Directors of
Duke Energy Indiana, Inc.
Charlotte, North Carolina

We have audited the accempanying consolidated balance sheets of Duke Energy Indiana, Inc. and subsidiary (the “Company") as of December 31, 2014 and 2013,
and the related consolidated statements of operations and comprehensive income, changes in common stockholder's equity, and cash flows for each of the three
years in the period ended December 31, 2014, These financial statements are the responsibility of the Company's management. Our responsibility is o express an
opinion on these financial statements based on our audts.

We conducted our audits in accordance with the standards of the Public Company Accounting Cversight Board {United States). Those standards require that we
plan and perform the audit to abtain ceasanabie assurance about whether the financial statements are free of material misstatement. The Company ¢ not required
to have, nor were we engaged to perform, an audit of its intermal control gver financial reporting. Our audits included censideration of internal control gver financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but nod for the purpase of expressing an apinion on the effectiveness
of the Company's internal centrol over financial reporting. Accordingly, we express no such opinion. An audit aiso includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that cur audits provide a reasonable basis for cur opinion.

In our opinion, the consolidated financiat statements referred fo above present fairly, in all material respects, the financial position of Duke Energy indana, Inc. and
subsidiary at December 31, 2014 and 2013, and the results of their oparations and their cash flows for each of the three years in the penod ended December 31,
2014, in conformity with accounting principles generally accepted in the United States of America.

/s/ Deloitte & Touche LLP

Charlotte, North Caralina
February 27, 2015
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PART Il

DUKE ENERGY INDIANA, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

{in millions) 2014 013 2012
Operating Revenues $31715  §2926 §2717
Dperating Expanses
Fue! used in electric generation and purchased power 1,259 1131 1.088
QOperation, maintenance and other £70 643 855
Depreciation and amortizatton 413 342 389
Property and gther taxes 128 71 81
Impairment charges — — 579

Total operating expenses 2410 2193 2,792
Operating Income {Loss) 105 133 (75)
Other Incoma and Expenses, net 2 13 90
Interest Expense 171 170 138
Incoma (Loss) Before Incoma Taxes 556 581 (123
Income Tax Expense (Benafit) 197 223 73)
Net incoma (Loss) 359 358 {50
Other Comprehensive Loss, nat of tax
Reclassification into earmings from ¢ash flow hedges — 2) (2)
Comprehensive Income {Loss) $ 39 § 36 § (5O

See Nates to Consohdated Financial Statements
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PART It

DUKE ENERGY INDIANA, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) m4 13
ASSETS
Current Assets
Cash and cash equivalents $ & 3 5
Receivables (net of allowance for doubtful acgounts of $1 at December 31, 2014 and December 31, 2013) 8 22
Receivables from affiliated companies 115 151
Notes receivabie from affiliated companies — 9%
Inventory 537 434
Regulatery assets 93 118
Dther 326 125
Total current assets 1164 961
Investments and Other Assets
(ther i3l 269
Total investments and other assels 251 269
Property. Plant and Equipment
Cost 13.034 12,489
Accumulated depreciation and amortization {4,219 (3913)
Net property, plant and equipment 8315 8575
Regulatory Assets and Deferred Debits
Regulatory assets 685 77
Other %4 25
Total regulatory assets and deferred debits 108 742
Total Assets $10939  §10548
LIABILITIES AND COMMON STOCKHOLDER'S EQINTY
Currant Liabilitias
Accounts payable $ 1M % 05
Accounts payable to affiliated compantes 58 56
Notes payahie to affiiated compan es n —
Taxes accrued 54 57
Interest accrued 56 56
Current maturities of long-term debt 5 5
Regulatory liabilities 54 16
Other 9 88
Tota current habilties 8715 484
Long-Tarm Dabt 3636 3.641
Long-Term Debt Payable te Affiliated Companies 150 150
Deforred Credits and Other Liabilities
Deferred income taxes 1,581 1171
Investment tax credits 139 140
Accrued pension and other post-retirement benefit costs 82 163
Asset rehirement obligations ks 30
Regulatery fiabilities 196 782
Dther 90 48
Total deferred credits and other liabikties 2,130 2334
Commitments and Contingencies
Common Stockholders Equity
Comman Steck, ne par; $0 01 stated value, 60.000.000 shares authorized; 53,913,701 shares outstanding at December 31, 2014 and 2013 1 1
Additional paid-in capital 1.384 1384
Retained eamings 2,460 2,551
Accumulated oiher comprehensive intome 3 3
Tota! common stockhalder s equity 3,848 3939
Tota! Liabilities and Common Steckholders Equity $10939  $10548

See Notes to Cansghdated Fmancial Slatements
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PART N

DUKE ENERGY INDIANA, INC,
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended Decembar 31,
{in millions) 2014 2013 w012
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $359 ¢ 38 § 50
Adjustments to reconcile net income {loss) to net cash provided by operating activibies:
Depreciation and amertization 415 346 393
Equity component of AFUDC (14 {15} 84)
Impairment charges — — 579
Deferred income taxes 308 304 {74)
Accrued pension and other post-retirement benefit costs 16 25 15
{Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions — 130 —
Recewables (35) 3 6
Recewvables from affiliated companies 36 (an 52
Inventory (103) (53) (50
Cther current assets 18) 40 2%
Increase {decrease} in
Accounts payable 41) 32 12
Accounts payable to affiiated companies 2 4) (12)
Taxes accrued (32} 30 27
Qthes current Yabilities H 5 6
COther assets (21) (16) [
Cther liabilities 17 (84} (37
Net cash provided by operating activities 905 144 716
CASH FLOWS FROM INVESTING ACTIVITIES
LCapttal expenddures {6285) {545) {718)
Purchases of available-for-sale securities (20) (1 1n
Proceeds from sales and maturities of available-for-sale securtties 16 7 18
Notes recewable from affiliated companies 98 (36} —
Other 4 (3} {1
Net cash used in investing activties (529) (648) (718)
CASH FLOWS FROM FINANCING ACTIVITIES
Praceeds from the issuance of long-term debt — 498 250
Payments for the redemption of long-term debt {5 (408) (6}
Notes payahie to affiated companies n 181 @19
Dividend to parent {450) {125) —
Other 1) [t 2
Net cash {used in) provided by financing activilies (385) (117 22
Net {decrease) increase in cash and cash equivaients b 21 20
Cash and cash equivalents at beginning of period 15 36 16
Cash and cash equivalants at end of period $ 6 & 15 § 3
Supplaimental Disclosures:
Cash paid for interest, net of amount capitalized $169 ¢ 194 § 130
Cash {recenvert from) paid for income tases {81} 4% 57
Signiicant non-cash transactions:
Accrued capial expendiures 81 73 67
Transfer of Vermitlion Gererating Station from Duke Energy Ohio — — 26

See Notes to Censondated Financial Statements
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PART !

PUKE ENERGY INDIANA, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN COMMON STOCKHOLDER'S EQUITY

Accumutated Other
Comprehensive
Income
Additional Net Gains
Common Paid-in  Retained on Cash Total
{in millians) Stock Capital  Earnings Flow Hedges  Equity
Balance at December 3, 2011 $ 1 $1358 $2.368 $§ 7 $3734
Net loss —_ - (50} — (50}
(ther comprehensive 1055 — - )] V3]
Transfer of Vermullion Gengrating Station from Duke Energy Otio — 26 — — 26
Balance at December 31, 2612 $1 $1.384 $2318 § 5 $3708
Net ncome — — 358 — 358
{ther comprebensive loss — — — @ 2)
Oividend to parent — — (128) — (125
Balance at Dacember 31, 2013 $ 1 $1.384 $2551 $ 3 $35%
Net income — — 359 —_ 359
Dividend to parent — — {450) — {450)
Balance at Docomber 31, 2014 $ 1 $1384 42460 $ 3 418

See Notes to Consolidated Financial Statements
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PARTII

DUKE ENERGY CORPORATION « DUKE ENERGY CARCLINAS, LLC = PROGRESS ENERGY, INC. »
DUKE ENERGY PROGRESS, INC. « DUKE ENERGY FLORIDA, INC. = DUKE ENERGY OHID, INC. + DUKE ENERGY ENDIANA, INC.

Combined Notes To Consolidated Financial Statements

For the Years Ended December 31, 2014, 2013 and 2012

Index to Combined Notes To Consolidated Financial Statements

The notes to the consolidated financial statements are a combined
presentation. The following lest indicates the registrants to which the notes
apply.

Registrant Applicable Notes

1,2.3.456,7.8910.11,12, 14,15, 16. 17. 18 19,
20,21,22,23,24, 25
1.2.3.4.5.6.8,9.10,11,13,14,15, 16, 17,19, 20,
21,22,23,24.25

1.2,3,4,5,6,7,89,10 11,13, 14. 15,16, 17, 19. 20,
21,22,23,24, 25

1.2.3,4,5,6,89.10,11,13. 14,1516, 17.19, 20,
21.22.23.24 25

1,2.3.4567,89.10.11 13, 14,15, 16,1719, 20,
21,22.23.24. 25

1,2,3.4,5.6,8,9,10.11. 13,14, 16.17. 19.20. 21.
22.23.24 25

1,2,3.456,8,9,10.11,13,14,15. 16. 17, 19. 20,
21.22.23.24,25

Duke Energy Corparation
Duke Energy Caralinas. LLC
Progress Energy, Inc.

Duke Energy Progress, Inc.
Duke Energy Flonda, Ing
Duke Energy Ohio, Inc.

Duke Energy Indiana, Inc.

1. SUMMARY OF SIGNIFICANT ACCOUKTING POLICIES

NATURE OF OPERATIONS AND BASIS OF CONSOLIDATION

Duke Energy Corporation {collectively with its subsidiaries, Duke Energy)
I1$ an energy company headgquartered in Charlotte, North Carolina, subject te
regulation by the Federal Energy Regulatory Commission (FERC). Duke Energy
operates in the United States (U.S.) and Latin America primarily through
its direct and indirect subsidiaries. Duke Energy's subsidiaries include its
subsidiary registrants, Duke Energy Carolinas, LLC (Duke Energy Carolinas);
Progress Energy, Inc. (Progress Energy): Duke Energy Progress, Inc. (Duke Energy
Progress); Duke Energy Florida, Inc. (Duke Energy Florida); Duke Energy Ohia,
Inc. (Duke Energy Ohio) and Duke Energy Indiana, Inc. (Duke Energy Indiana}.
When discussing Duke Energy’s consolidated financial information, it necessarily
includes the results of its six separate subsidiary registrants (collectively
referred to as the Subsidiary Registrants), which, along with Duke Energy, are
collectively referred to as the Duke Energy Registrants {Duke Energy Registrants).

On July 2, 2012, Duke Energy merged with Progress Energy, with Duke
Energy continuing as the surviving corporation. Progress Energy became a
subsidiary of Duke Energy and Progress Energy's regulated utility subsidiaries,
Duke Energy Progress (formerty Carolina Power & Light Company d/b/a Progress
Energy Carolinas, Inc.) and Duke Energy Flarida {formerty Florida Power
Corporatian d/b/a Progress Energy Flonda, inc.), became indirect subsidiaries of
Duke Energy. Duke Energy's consolidated financial statements include Progress
Energy, Duke Energy Progress and Duke Energy Florida activity beginning July 2,
2012. The impacts of acquisition accounting from Progress Energy's merger with
Duke Energy were recorded by Duke Energy and were not reflected or the financial
statements of Progress Energy, Duke Energy Progress and Duke Energy Flarida. See
Note 2 for additional mformation regarding the merger. Cn fuly 2, 2012, just prier
to the close of the merger, Duke Energy executed a ane-for-three reverse stock
sphit with respect ta the issued and outstanding shares of Duke Energy commen
stock. All per share amounts included in this Form 10-K are presented as o the
stock split had been effective from the beginning of the earliest period presented.

On August 21, 2014, Duke Energy Commercial Enterprises, Inc., an
indirect whally owned subsidiary of Duke Energy Corporation, and Duke Energy
SAM, LLC. a wholly owned subsidiary of Duke Energy Chio, entered into a
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purchase and sale agreement {PSA) with a subsidiary of Dynegy Inc. (Dynegy}
whereby Dynegy will acquire Duke Energy Ohio's nonregulated Midwes!
generation business and Duke Energy Retail Sates LLC (Disposal Group). The
results of operations of the nonregulated Midwest generation business have
been classified as Discontinued Operations on the Coasolidated Statements of
QOperations for the cument and prior periods presented. Duke Erergy has elected
to present cash flows of discontiued operations combined with cash flows of
continuing operations. Unless otherwise noted, the notes to these consolidated
financiat stalements exclude amounts related Yo discontinued operations for all
periods presented, assets held for sale and liabilities associated with assets
held for sale as of December 31, 2014. See Note 2 for additional information.

The information in these combined nctes relate to each of the
Duke Energy Registrants as noted in the Index to the Combined Notes to
Consolidated Financial Statements. However, none of the registrants makes
any representations as to mformation related solely to Duke Energy or the
subsidiaries of Duke Energy other than itself.

These Consolidated Financial Statements include, after efiminating
intercompany transactions and balances, the accounts of the Duke Energy
Registrants and subsidianes where the respective Duke Energy Registrants
have control. These Consolidated Financial Statements afso reflect the Duke
Energy Registrants’ proportionate share of certain jointly owned generation and
transmission facilities.

Duke Energy Carolinas is a regulated public utility primanily engaged in the
generation, transmission, distribution and sale of electricity in portions of North
Carolina and South Carolina. Duke Energy Carolinas is subject to the regulatory
provisions of the North Carolina Utilities Commussion (NCUC), Public Service
Commission of South Carolina (PSCSC), U.S. Nuclear Regulatory Commission
(NRC) and FERC. Substantially afl of Duke Energy Carolinas’ operations qualify
for segulatory accounting.

Progress Energy is & public utibty holding company headquartered in
Raleigh, North Carolina, subject te regulation by the FERC. Progress Energy
conducts operations through its wholly owned subsidiaries, Duke Energy
Progress and Duke Energy Florida. Substantially all of Progress Energy's
operations qualify for regulatory accounting.

Duke Energy Progress is a regulated public utility primarily engaged in the
generation, transmissicn, distribution and sale of electricity in portions of North
Carplina and Scuth Carolina. Duke Energy Progress is subject to the regulatory
provisions of the NCUC, PSCSC, NRC and FERC. Substantialty all of Duke Energy
Progress’ operations qualify for regulatory accounting.

Duke Energy Florida is a regulated public utility primarily engaged in
the generation, transmission, distribution and sale of electncity in portions of
Florida. Duke Energy Florida is subject to the regulatory provisions of the Florida
Public Service Commussicn {FPSC), NRC and FERC. Substantialty all of Duke
Energy Florida's operations qualify for regulatory accounting.

Duke Energy Ohio is a regulated public utility pnmarily engaged int
the transmission and distribution of efectricity in Ohio and Kentucky, in the
generation business in Kentucky, and the transportation and sale of natural gas
in portions of Ohio and Kentucky, Operations i Kentucky ace conducted through
its wholly owned subsidiary, Duke Eaergy Kentucky, Inc. {Duke Energy Kentucky).
Duke Energy Ohio conducts competitive auctions for retail electricity supply in
Chio whereby the energy price is recovered from retail customers. References
herein to Duke Energy Ohic include Duke Energy Ohio and its subsidiaries.
uniess otheswise noted. Duke Energy Chio is subject to the regutatory provisions
of the Publc Utilies Commission of Ohio (PUCO), Kentucky Public Service
Commission (KPSC) and FERC. Duke Energy Ohio applies regulatory accounting
to a portion of its operabiens. Duke Energy has agreed to sell Duke Energy Ohio's
nanregulated Midwest generation business, which sells power into wholesale
energy markets, to Dynegy. See Nete 2 for additional information.
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Duke Energy Indiana is a regulated public utility primarily engaged in
the generation, transmissicn, distribution and sale of electricity in portions
of Indiana. Duke Energy tndiana is subject to the regulatory provisions of the
indiana Utiity Regulatory Commission (IURC) and FERC. Substantially all of
Duke Energy Indiana's operations qualify for regulatory accounting.

Cenain prior year amounts have been reclassified to conform to the
current year presentation.

Other Current and Non-Current Assets and Liabilities

Other within Currant Assets includes the current portion of deferred tax
assets, which are disclosed in Note 22. Additionally, the fotlowing are included
in Other within Current Assets or Current Liabilities in the Consolidated Balance
Sheets of the Duke Energy Registrants at December 31, 214 and 2013. The
amounts presented exceeded 5 percent of current assets or 5 percent of current
liabilities uniess otherwise nated.

December 31,
{in millions) Location 014 2013
Duke Energy
Accrued compensation Current Lizbilies $ 638 § 62
Duke Energy Carolinas
Accrued campensation Current Liabilities $ 16 §1%
Collateral liabilities Current Lizhilities 128 120
Progress Energy
Income taxes recevabie™ Current Assets $ 18§ 119
Customer deposits Current LiabiMies 360 349
Accrued compensation® Current Liabilties 174 214
Denwative Labitties®™ Current Liabikties 711 —
Duke Energy Progress
Income taxes receivable™ Current Assets S 0§15
Customer depasits Current Liabilities 135 129
Accrued compensation Current Liabilities 116 121
Denvative liabilties™ Current Liabilities 108 k]
Duke Energy Florida
Income texes receivable® Current Assets $117 § 65
Customer deposits Current Liabulities 225 220
Accrued compensation Current Liabilibes 51 65
Dervative liabulities™ Current Liatulities 163 —

December 31,

{in milliens) Location 014 2013
Duke Energy Ohip

Collateral assets™® Cumrent Assets $ 13 $122
Duke Energy Indiana

Income taxes recewable Current Assets $ 98 $ 56
Accrued compensation™ Current Liabilities 5 25
Collateral Labiibes Current Liabilties 4 40

{a) Does nol exceed 5 percent of total current assets or habdities, as approprate, on the Consolidated
Balance Sheets at December 31, 2014

{b) Does nol exceed 5 percent of total current assets or habrities. as apprognate on the Consolidated
Balance Sheels al December 31, 2013

Preferred Stock

in March 2013, Duke Energy Progress and Duke Energy Florida redeemed
all series of their outstanding preferred stock at prices ranging from $101.00
10 $110.00 per share for Duke Energy Progress and $101.00 to $104.25 per
share for Duke Energy Florida plus accrued dividends for all series. Duke Energy
Progress and Duke Energy Florida reeemed the shares for $62 million and
$34 million, respactively.

Discontinued Operations

For the year ended December 31, 2014, Duke Energy's Loss from
Discontinued Operations, net of tax was primarily related to a write-down of
the carrying amount of the assets to the estimated fair value of the Disposal
Group, based on the transaction price included in the PSA, and the operations
of the Disposal Group. For the years ended December 31, 2013 and 2012, Duke
Energy's Inceme From Discontinued Operations, net of tax was primarily related
to the operations of the Disposal Group. See Note 2 for additional information.

For the years ended December 31, 2014, 2013 and 2012. Progress
Energy's {Loss} Income From Discontinued Operations, net of tax was primanly
due to tax impacts related to prior sales of diversified businesses.

Amounts Attributable to Controlling Interests

The following table presents Net Income Attributable to Duke Energy
Corporation for continuing operations and discontinued operations.

Years snded December 31,
2004 2013 2012
Quke  Progress Duke  Progress Duka Prograss
{in millions) Energy Energy Enargy Energy Energy Energy
Income from Continuing Operations $2455 § 880 $ 2,500 $ 659 $ 15611 $ 355
income of Continuing Qperations Atinbutable to Noncontrotiing Interests 14 H 16 3 18 7

{ncome from Conbinuing Operations Attabutable to Duke Energy Corporation

$ 2451 875 § 2574 $ 636 $ 1593 § 348

(Loss) tncome Frem Discontinued Operations, net of tax
Luss of Discontimyed Qperations attributable to Noncontrelling Interests, net of tax

'
$ 576) % (B $ & $ 16 171 § 2
i8) - [6)] — {8 -

(Loss) Income From Discontinued Operations Attributable to Duke Energy Corporatian, net of tax

$ (568 ¢ 8 § 9 $ 15 § 155 $ &2

Net Income
Net Income Attributable te Noncontrolling interest

$1889 % 814 § 2676 $ 675 $ 1782 §
6 ] 11 3 14 7

Net Income Attributable to Duke Energy Carporation

$1883 § 89 $ 2,665 $ 672 $1.768 $ 400
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SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

In preparing financial statements that conform to generally accepted
accounting principles (GAAP) in the U.S., the Duke Energy Registrants must
make estimates and assumptions that affect the reported amounts of assets
and liabilities, the reported amounts of revenues and expenses, and the
disctosure of contingent assets and liabilities at the date of the financial
statements. Actual results could differ from these estimates.

Regulatory Accounting

The majority of the Duke Energy Registrants’ operations are subject to
price regulation for the sale of electricity and gas by state utility commissions
or FERC. When prices are set on the basts of specific costs of the regulated
operations and an effective franchise is in place such that sufficient gas or
electric services can be sold to recover those costs, the Duke Energy Registrants
apply regulatory accounting. Regulatory accounting changes the timing of the
recognition of costs or revenues relative to a company that does not apply
regulatory accounting, As a result, Regulatory assets and Regulatory liabilities
are recognized on the Consolidated Balance Sheets. Regulatory assets and
liabilities are amortized consistent with the treatment of the related cost in the
ratemaking process. See Note 4 for further information.

Regulated Fuel Costs and Purchased Power

The Duke Energy Registrants utilize cost-tracking mechanisms, commonly
referred ta as fuel adjustment clauses. These clauses allow for the recovery
of fuel and fuel-related costs and portions ef purchased power casts through
surcharges on customer rates. The difference between the costs incurred
and the surcharge revenues is recorded as an adjustment to Fuel Operating

Revenues — Regulated electric on the Consolidated Statements of Operations
with an offsetting impact on regulatory assets or liabilities.

Cash and Cash Equivalents

Al highty liquid investments with maturities of three months or less
at the date of acquisition are considered cash equivalents. At December 31,
2014, $1,680 million of Duke Energy’s total cash and cash equivalents is
held by entities domiciled in foreign jurisdictions. During the fourth quarter of
2014, Duke Energy dectared a taxable divicend of historical forgign earnings in
the form of notes payable that will result in the repatriation of approximately
$2.7 biflion in cash held and expected to be generated by International Energy
over a period of up to 8 years. See Note 22 to the Consolidated Financial
Statements, "Income Taxes,” for additional information.

Restricted Cash

The Duke Energy Registrants have restricted cash related primarily
to collateral assets, escrow deposits and variable interest entities (VIEs).
Restricted cash balances are reflected in Other within Current Assets and in
Other within Investments and Cther Assets on the Consotidated Bafance Sheets.
At December 31, 2014 and 2013, Duke Energy had restricted cash totaling
$298 million and 3307 million, respectively.

Inventory

Inventory is used for operations and is recorded primarily using the
average cost method, Inventory refated to regulated cperations is valued a1
historical cost. Inventory related to nonregulated aperations is vatued at the
lower of cost or market. Materials and supplies are recorded as inventory when
purchased and subsequently charged to expense or capitalized to property, plant
and equipment when installed. Reserves are established for excess and obsolete
inventory. The components of inventory are presented in the tables below.

December 31, 2014

Duks Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Enargy Carolinas Enorgy Progross Florida Chio Indiana

Materials and supplies $ 2102 $ 119 $ 951 $ 676 $ 305 $ 67 $ 258

Coal held for electric generation 997 162 329 156 118 a 75

0, gas and other fuel held for electric generation 360 4 280 140 140 9 4

Total inventory $ 3,459 $1124 $ 1,590 $ 966 $ 623 $ ¥ $ 537
December 31, 2013

Duke Duke Duke Duke Duke

Duks Enorgy  Progress Energy Enargy Energy Energy

{in millions) Enargy  Carolinas Energy Progress florida Ghie Indiana

Materiafs and suppiies $ 1,501 § 654 $ 854 $ 567 § 287 § 117 $193

Coal held for electric generation 1018 I 334 187 147 65 238

Qil, gas and other fuel held for electric generation 33 37 236 9 137 47 3

Total inventory § 3250 $1.065 $1424 $ 853 $ 571 $229 $ 434
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Investments in Debt and Equity Securities

The Duke Energy Registrants classify investments into two categories —
trading and available-for-sale. Both categories are reccrded at fair vatue on
the Consolidated Balance Sheets. Realized and unrealized gains and losses
antrading securities are included in earnings. For certamn investments of
regulated operations such as the Nuclear Decemmissioning Trust Fund {NDTF),
realized and unrealized gains and losses {in¢luding any other-than-temporary
impaimments} on available-for-sale securities are recorded as a regulatory asset
or liability. Otherwisg, unrealized gains and losses are included in Accumulated
QOthar Comprehensive Income (AOCI), unless other-than-temporarily impaired.
Other-than-temporary impairments for equity securities and the credit loss
partion of debt securities of nonregulated aperations are included in eamings.
Investments in debt and equity securities are classified as either current or
noncurrent based on management's ntent and ability to seli these secunties,
taking into consideration current market liquidity. See Note 15 for further
information.

Goodwill and Intangible Assets

Goodwill

Duke Energy, Progress Energy and Duke Energy Ohio perform annual
goodwill impairment tests as of August 31 each year at the reporting unit level,
which is determined to be an cperating segment or ong level below. Duke Energy,
Progress Energy and Duke Enargy Ohio update thesa tests between annual tests
if events or circumstances accur that would more likely than not reduce the fair
value of a reporting unit below its carrying vafue.

In 2012, Progress Energy changed its goodwill impairment testing date
from October 31 to August 31 to better align its annual goodwill impairment
testing procedure with those of Duke Energy. The change had no impact on
goodwilt. Neither the change in the goodwill impairment testing date nor the
merger resulted in any changes to the Progress Energy reporting units.

Intangible Assets

Intangible assets are included in Qther in Investments and Other Assets
on the Consolidated Balance Sheets. Generally, intangible assets are amortized
using an amertization methed that reflects the patterm in which the ecenomic
benefits of the intangible asset are censumed, or on a straight-kne basis if that
pattern is not readily determinable. Amortization of intangibles is refiected in
Depreciation and amortization in the Consoiidated Statements of Operations,
Intangible assets are subject to impament testing and if impaired, the camying
vatue is accordingly reduced.

Emission allowances permit the holder of the allowance to emit certain
gaseous byproducts of fossil fuef combustion, including sulfur dieside (S0.)
and nitrogen oxide (NO,). Allowances are issued by the U.S. Environmental
Protection Agency (EPA) at zero cost and may also be bought and sold via
third-party transactions. Allowances allocated to or acquired by the Duke Energy
Registrants are held primarily for consurmption. Carrying amounts for emission
allowances are based on the cos! to acquire the allowances or, in the case
of a business combination, on the fair value assigned in the allocation of the
puechase price of the acquired business.

Renewable energy certiticates are used to measure compliance with
tenewable energy standards and ase held primarily for consumption.

See Note 11 for further information.
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Long-Lived Asset Impairments

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

The Duke Energy Registrants assess fair value of long-fived assets
using vancus methods, including recent comparable third-party sales,
internaily developed discounted cash fiow analysis and analysis from outside
advisors. Significant changes in commadity prices, the condition of an asset or
management's inferest in selling the asset are generaliy viewed as triggering
events to re-assess cash flows. See Note 11 for further information.

Property, Plant and Equipment

Property, plant and equipment are stated at the lower of depreciated
historical cost net of any disallowances o fair value, if impaired. The Duke Energy
Registrants capitalize al) construction-related direct labor and material costs,
as well as indirect construction costs such as general engineering, taxes and
financing costs. See “Allowance for Funds Used During Construction (AFUOC)
and Interest Capitalized” for information on capitalized financing costs. Costs
of renewals and betterments that extend the useful life of property, plant and
equipment are also capitalized. The cost of repairs, reptacements and major
maintenance projects, which do not extend the useful life or increase the expected
outpul of the asset, are expensed as incurred, Depreciation is generally computed
over the estimated useful life of the asset using the composite straight-fine
methed. Depreciation studies are conducted periodically to update composite
rates and are approved by state utility commissions and/or the FERC when
required. The composite weighted-average depreciation rates, excluding nuclear
fuel, are included in the table that follows.

Years Ended December 31,

€14 3 2012
Duke Energy 28% 28% 29%
Duke Energy Carolinas 271% 28% 28%
Progress Energy 25% 25% 26%
Duke Energy Prograss 25% 25% 27%
Duke Energy Florida 21% 24% 25%
Die Energy Ohio 2.3% 33% 3.2%
Duke Energy Indiana 0% 8% 33%

In general, when the Duke Energy Registrants retire regulated property,
plant and equipment, original cost plus the cost of retirement, less salvage
value, is charged to accumulated depreciation, However, when it becomes
probable a regulated asset will be retired substantially in advance of its original
expected useful life or is abandoned, the cost of the asset and the corresponding
accumulated depreciation is recognized as a separate asset. If the asset is still
in operation, the net amount is classified as Generation facilities to be retired,
net on the Cansolidated Balance Sheets. If the asset is no longer operating,
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the net amount is classified in Regulatory Assets on the Consolidated Balance
Sheets. The carrying value of the asset is based on histerical cost if the Duke
Energy Registrants are allowed to recover the remaining net book value and a
return equal o at least the incremental borrowing rate. If not, an impairment
is recognized to the extent the net book value of the asset exceeds the present
value of future revenues discounted at the incremental harrowing rate.

When the Ouke Energy Registrants sell entire regulated operating units,
or retire or sell nonregulated properties, the criginal cost and accumulated
depreciation and amortization balances are removed from Praperty, Plant and
Equipment on the Consolidated Balance Sheets. Any gain or foss is recerded in
gamings, unless otherwise required by the applicable regulatery body.

See Note 10 for further information,

Nuclear Fuel

Nuclear fuel is classified as Property, Plant and Equipment on the
Consclidated Balance Sheets, except fos Duke Energy Florida. Duke Energy
Flerida has reclassified all Crystal River Unit 3 Nuclear Station (Crystat River
Unit 3} investments, inctuding nuctear fuel, to a regulatory asset. Refer to
Note 4, “Regulatory Matters,” for additional infarmation on Crystal River Unit 3.

Nuclear fuelin the frant-end fuel processing phase is considered work
in progress and rrot amortized until placed in service. Amartization of nuclear
fuel is included within Fuel used in electric generation and purchased power —
regulated in the Consolidated Statements of Operations, Amartization is
recerded using the units-of-production method.

Mlowance for Funds Used During Construction and Interest Capitalized

For regulated operations, the debt and equity costs of financing the
construction of property, plant and equipment are reflected as AFUDC and
capitalized as a compenent of the cost of property, plant and equipment. AFUDC
equity is reported on the Consolidated Statements of Operations as non-cash
income in Other income and expenses, net. AFUDC debt is reparted as a nan-
cash offset to Interest Expense. After construction is completed, the Duke Energy
Registrants are permitted to recover these costs through their inclusion in rate
hase and the correspanding subsequent depreciation ar amortization of those
regulaied assets.

AFUDC equity, a permanent difference for income taxes, reduces the
effective tax rate when capitalized and increases the effective tax rate when
depreciated or amertized. See Note 22 for additional information.

For nonregulated operations, interest is capitalized during the
canstruction phase with an offsetting non-cash credit to Interest Experse on the
Cansolidated Statements of Operations.

hsset Retirement Obligations

Assel retirernent obligations are recognized for Jegal obligations
asseciated with the retirement of propecty, plant and equipment. Substartially
all asset retirement obligations are related to regulated operations. When
recording an asset retirement obligation. the present value of the projected
liahifity is recognized in the period in which it is incurred, if 4 reasanable
estimate of fair value can be made, The liability is accreted over time. For
operating plants, the present value of the liahility is added to the cost of the
assaciated asset and depraciated guer the remaining life of the asset. For
retired plants, the present value of the liability is recorded as a regulatory asset
and expensed aver the recovery peried in rates.

107

The present value of the initial obligation and subsequent updates are
based on discounted cash flows, which include estimates eegarding timing of
{uture cash flows, selection of discount rates and cost escalation rates, among
other factors. These estimates are subject to change. Depreciation expense is
adjusted prospectively for any changes to the carrying amount of the assaciated
asset. The Duke Energy Registrants recewe amounts to fund the cast of the
asset retirement obligation for regulated operations through a combination
of regulated revenues and NDTF. As a result, the net of amounts recovered in
regulated raventues, earaings on the NDTF, accretion expense and depreciation of
the associated asset is deferred as a regulatory asset or fiability.

Obligations for nuclear decommissioning are based on site-specific cost
studies. Duke Energy Carolings and Duke Erergy Progress assume prompt
dismantiement of the nuclear facilities after operations are ceased. Duke
Energy Florida assumes Crystal River Unit 3 will be placed into a safe storage
configuration until eventual dismantiement begins in approimately 60 years.
Duke Energy Carclinas, Duke Energy Progress and Duke Energy Florida also
assume that spent fuel will be stored on site until such tme that it can be
transferred to a U.S. Depariment of Energy (DOE} facitity.

Obligations for closure of ash basins are based upon discounted cash
flows of estimated costs based upon probability weightings of the potential
tlosuie methods as evaluated on a site-by-site basis. Duke Energy Registrants
with ash hasins in North Carolina and certain basins in South Caroiina and
Indiana have a legal obligation that restlts in recognition of an asset retirement
obligation a1 December 31, 2014.

See Nates 5 and 9 for further information.

Revenus Recognition and Unbilled Revenue

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

Unbilled revenues are included within Receivables and Restricted
Teceivables of variable interest entities on the Consolidated Balance Sheets as
shown in the following table. This table excludes amoeunts included in assets
held for salg (AHFS).

Dacember 31,
(in millions) 2014 2013
Duke Energy $ 827 §937
Duke Energy Carolinas Nl 323
Pragress Energy 11 189
Duke Energy Progress 135 120
Duke Energy Florida 82 69
Duke Enacgy Ohug — 55
Duke Energy Indiana ¥ 5

Additionally, Duke Energy Qhio and Duke Energy (ndiana sell, on 2
revolving basis, nearly all of their retail accounts receivable, including
receivables for unbilled revenues, to an affiliate, Cinergy Receivables Company,
LLG (CRC) and account for the transfers of receivables as sales. Accordingly,
the receivables sold are not reflected on the Consolidated 8alance Sheets of
Duke Energy Ohio and Duke Energy Indiana. See Note 17 for further information.
These receivables for unbilled revenues are showa in the table below.
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December 31,
{in millions) 04 213
Duke Energy Ohio n 89
Duke Energy indiana 1z 14

Mlowance for Doubtful Accounts

Allowances for doubtiul accounts are presented in the foliowing table.

December 31,

(in millions) 214 2013 2012
Allowance for Doubtful Accounts

Duke Energy $ 17 30 34
Duke Energy Carohnas 3 3 3
Progress Enefgy 3 14 16
Duke Energy Progress 7 10 9
Tuke Energy Florda 2 4 7
DOuke Energy Oho 2 2z ?
Duke Energy Indiana 1 1 1
Atlowanca tor Doubitul Accounts - WIEs

Duke Energy $51 43 44
Duke Energy Carolinas [ 5 [
Progress Energy 1 — —
Duke Energy Progress 5 — _
Duke Energy Florida 3 _ —

Derfvatives and Hedging

Derivative and non-denvative instruments may be used in connection
with commedity price, interest rate and forgign currency risk management
activities, including swaps, futures, forwards and options. All derivative
instruments except those that qualify for the normal purchase/normal sale
{NPNS) exceplion are recorded on the Consolidated Balance Sheets at theis
fair value, Qualifying derivative instruments may be designated as either cash
flow hedges or fair value hedges. Other derivative instruments (undesignated
contracts) either have not been designated or da not qualify as hedges. The
effective portion of the change in the fair value of cash flow hedges is recorded
in AOCI. The effective portion of the change in the fair value of a fair value hedge
is offset in net income by changes in the hedged item, For activity subject fo
regulatory accounting, gains and losses on derivative contracts are reflected as
regulatory assets or liabiiities and not as other comprehensive income or current
period income. As a result, changes in fair value of these derivatives have no
immediate earings impact.

Formal documentation, including transaction type and risk management
strategy, is maintained for a¥f contracts accounted for as a hedge. At inception
and at least every three months thereafter, the hedge contract is assessedte
see if it is highly effective in offsetting changes in cash flows or fair values of
hedged items.

See Note 14 for further information,

Captive Insurance Reserves

Duke Energy has caplive insurance subsidianes that provide coverage,
on an indemnity basis, to the Subsidiary Registrants as well as tertain third
parties, on a limited basis, for various business risks and losses, such as
property, workers' compensation and general liability. Liabilities include
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provisions for estimated losses incurred but not yet reported (IBNR), as well as
estimated provisions for knawn claims. IBNR reserve estimates are primarily
based upon historical loss experience, industry data and other actuarial
assumptions. Reserve estimates are adjusted in future periods as actual losses
differ from experience.

Duke Energy, through its captive insurance entities, also has reinsurance
¢overage with third parties for certain lpsses abave a per accurrence and/or
aggregate retention. Receivables for reinsurance coverage are recognized when
realization is deemed probable.

Unamortized Debt Premium, Discount and Expense

Premiums, discounts and expenses incurred with the issuance of
autstanding long-term debt are amortized ver the term of the dabt issue. Call
premiums and unamortized expenses asscciated with refinancing higher-cost
debt obligations in the regulated operations are amortized. Amortization expense
is recorded as Interest Expense in the Consolidated Statements of Operations
and is reflected as Depreciation, amortization and accretion within Net cash
provided Dy operating aclivities on the Consclidated Statements of Cash Flows.

Loss Contingencies and Environmental Liabilities

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

Environmental liabilities are recorded on an undiscounted basis when
environmental remediation or other liabvlities becomes probable and can be
reasonably estimated. Environmental expenditures related fo past operations
that do not generate current or future revenues are expensed. Environmental
expenditures related to operations that generate current of future revenues are
expensed or capitalized, as appropriate, Gertain environmental expenditures
receive regulatory accounting treatment and are recorded as regulatory assets.

See Notes 4 and 3 for further infermation.

Pension and Other Post-Retirement Benefit Plans

Duke Energy maintains qualified, non-qualified and other post-retirement
henefit plans. Eligitie employees of the Subsidiary Registrants participate in
tha respective qualified, non-qualified and other pest-retirement benefit plans
and the Subsidiary Registrants are allocated their proportionate share of bensfit
costs. See Note 21 for further information, including significant accounting
policies associated with these plans.

Severance and Special Termination Benefits

Duke Energy has an ongoing severance plan under which, in general,
the longer a terminated employee worked prior to termination the greater the
amount of severance benefits, A liability for involuntary severance is recorded
ance an involuntary severance plan is committed to by management, or sooner,
1f involuntary severances are probable and can be reasonably estimated. For
involuntary severance benefits incremental ta its ongoing severance plan
benefits, the fair value of the abligation is expensed at the communication date
o there are no future service requirements, or aver the required future service
period. From time to time, Duke Energy offers special termination benefits
under volurtary severance programs. Special termination benefits are recorded
immediately upon employee acceptance absent a significant retention period.
(therwise, the cost is recorded over the remaining service period. Employee
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acceptance of voluntary severance benefits is determined by management
based on the facts and circumstances of the benefits being offered. See Note 19
for fusther information.

Guarantees

Liabilities are recognized at the time of issuance or material modification
of a garantee for the estimated fair value of the obligation if assumes. Fair
valug is estimated using a probability-weighted approach. The obligation is
reduced over the term of the guarantee or related contract in a systematic and
rational method as risk is reduced. Any additional contingeni foss for guarantee
contracts subsequent to the irutial recognition of a liability is accounted for and
recognized at the time a loss is probable and can be reasonably estimated. See
Note 7 tor further infarmation.

Stock-Based Compensation

Stock-based compensation represents costs related 1o stock-based
awards granted to employees and Duke Energy Board of Directors (Board of
Directors; members, Duke Energy recognizes stock-based compensation based
upon the estimated fair valve of awards, net of estimated forfeitures at the date
of issuance. The recognition pericd for these costs begin at either the applicable
service inception date or grant date and continues throughout the requisite
service period, or for cerlain share-based awards until the employee becomes
retirement eligible, if earlier. Compensation cost is recognized as expense or
capitatized as 3 component of property, plant and equinment. See Note 20 for
further information,

Income Taxes

Duke Energy and its subsidiaries file a consolidated federal income
tax retum and other state and foreign jurisdictional returns. The Subsidiary
Registrants entered infe a tax-sharing agreement with Duke Energy. Income
taxes recorded represent amounts the Subsidiary Registrants would incur
as separate C-Corporations. Deferred income taxes have been provided for
temporary differences between GAAP and tax bases of assets and liabilities
because the differences create taxable or tax-deductible amounts for future
periods. Deferred taxes are not provided on translation gains and losses when
earnings 0f 2 Joreign operation are expected to be definitely reinvested.
Investment tax credits (ITC) associated with regulated aperations are deferred
angd amortized as a reduction of income tax expense over the estimated useful
lives of the related properties.

Positions taken or expected to be taken en fax returns, including the
decision to exclude certain income ar transactions from a return, are recognized
in the financial statements when it is more likely than not the 1ax position can
be sustained based solely on the technical merits of the position. The largest
amount of tax benefit that is greater than 50 percent Wkely of being efiectively
settled is recorded. Management considers a tax position effectively settied
when: (i) the Yaxing authority has completed its examinaton procedures,
including all appeals and administrative reviews; (i) the Duke Energy
Registrants d not intend to appeat or Hligate the 1ax position included in the
tompleted examination; and {iii) it is remote the taxing authority would examine
o1 T&-examing he f2x position. The ameunt of a 1ax retum position that is not
recognized i the financial statements is disclosed as an unrecognized tax
benefit. If these uniecognized tax benefits are fater recognized, then there will be
a decrease in income taxes payable, an income tax refurd or a swap between
deferred and cument taxes payable. If the partion of tax henefits that bas been
recognized changes and those tax benefits are subsequently unrecognized, then
the previousty recognized tax benefits may impact the financial statements

through increasing income taxes payable, reducing income tax refunds
receivable changing deferred taxes. Changes in assumptions on tax benefits
may also impact interest expense o interest income and may result in the
tecognition of tax penalties.
Tax-related interest and penalties are recorded in Interest Expense and
Other Income and Expenses, net, in the Consolidated Statements of Operations.
See Nate 22 for further enformation.

Accounting for Renewable Energy Tax Credits and Cash Grants

When Duke Energy receives ITC or ¢ash grants on wind or solar facilities,
it reduces the basis of the property recorded on the Consolidated Balance
Sheets by the amount of the ITC or cash grant and, therefore. the ITC or grant
beneit is recognized through reduced depreciation expense. Additionally, certain
tax credits and government grants received provide for initial tax depreciable
base in excess of the book carrying value equal to one half of the 1TC or
govemment grant, Deferred tax benefits are recorded as a reduction to income
tax expense in the period that the basis ditterence is created.

Excise Taxes

Certain eucise taxes tevied by state of local govesnments aie required to
be paid even if not collected from the customer. These taxes are recognized on a
gross basis, Otherwise, the taxes are accounted for net. Excise taves accounted
for on a gross basis as bath operating revenues and property and other taxes in
the Consolidated Statements of Operations were as follows.

Years Ended December 31,
(in milligns) M4 2013 2012
Duke Energy $498 $602 %466
Duke Energy Carolinas 94 164 161
Progress Energy %3 304 7
Duke Energy Progress 56 115 113
Duke Energy Flonda 207 189 205
Duke Energy Ohio 103 105 162
Duke Energy indiana 18 24 13

During the third guarter of 2014, the Horth Carolina Bross teceipts tax was
terminated due 1o the North Carciina Tax Simplification and Rate Reduction Act.
The North Carolina gross receipts fax is no longer imposed effective July 1, 2014,

Cn fuly 23, 2013, North Carolina House Bill 998 (HB 998) was signed
into faw. HB 998 repealed the utibty franchise tas effective tuly 1, 2014. The
utifity franchise tax was 3.22 percent gross receipts tax on sales of electricity.
The resuit of this changs in law will be a0 annual reduction in excise tases
of approximately $160 million for Duke Energy Carclinas and approximately
$110 million for Duke Energy Progress. HRB 998 alse increases sales tax on
eiectricity from 3 to 7 percent effective July 1, 2014. HB 998 requires the NCUIC
to adjust retail electric rates for the elimination of the utility franchise tax,
changes due {o the increase in s&les tax on electricity, and the resufting change
in liability of utility companies under the general franchise tax.

Foreign Currenty Transtation

The local currencies of most of Duke Energy s foreign operations have
been determined to be their functional currencies. However, certain foreign
operaticns' functional currency has been determined to be the U.S. dollar, based
on an assessment of the ecanomic circumstances of the foreign operation.
Assets and liabilities of foreign operations whose functional currency is not
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the U.S. dollar are translated into 11.S. dollars at the exchange rates in effect at
period end. Translation adiustments resulting from changes in exchange rates
are included in AQCL. Bevenue and expense accourds are translated at average
exchange rates during the year. Remeasurement gains and losses arising from
balances and transactions denominated in currencies other than the local
currency are included im the results of operations when they occur.

Dividend Restrictions and Unappropriated Retained Earnings

Duke Energy does not have any legal, regulatory or other restrictions on
paying common stock dividends to shareholders. However, as further described
in Note 4, due te conditions established by regulators in conjunction with merger
transaction approvals, Duke Energy Carolinas, Duke Energy Progress, Duke
Energy Ohio and Duke Energy Indiana have restrictiorss on paying dividends or
otherwise advancing funds to Ouke Energy. At December 31, 2014 and 2013, an
insigmificant amount of Duke Energy’s consolidated Retained earnings balance
represents undistributed earnings of equity method investments.

NEW AGCOUNTING STANDARDS

The new accounting standards that were adopted for 2014, 2013 and
2012 had no significant impact on the presentation or results of operations, cash
flows or financial position of the Duke Energy Registrants. Disclosures have been
enhanced to pravide a discussion and fables on derivative contracts subject to
enforceable master netting agreements and a table of quantitative disclosures
about unchservable inputs, See Notes 14 and 16 for further information.

The following new Accounting Standards Updates (ASUs) have been
issued, but have not yet been adopted by the Duke Energy Registrants, as of
Cecember 31, 2014.

ASC 205 ~ Reporting Discontinued Operations. in April 2014, the
Financial Accounting Standards Board (FASB) issued revised accounting
guidanice for eporting discontmued operations. A discontinued operation would
be either {i) @ comporent of an entity or a group of companents of an entity
that represents a separate major dine of business or major geographical area
of operations that either has been dispoased of or is part of a single coordinated
pian 1o be tiassified as held for sale of (ii) a business that, on acquisition,
meets the criteria to be classified as held for sale.

For the Duke Energy Registrants, this guidance is effective on a
prospective bas:s for interim and annual periods begening January 1, 2015.
This guidance will also resutt in increased disclosures for discontinued
operations or disposals of individually significant components that are not
classified as discontinued operations. In general, this guidance is likefy to result
in fewer disposals of assets qualifying as discontinued operations.

ASC 606 — Revenua from Caontracts with Customers. ln May 2014,
the FASB issued revised accounting guidance for revenue recognition from
contracts with customers. The core principle of this guidance is that an entity
should recognize revenue to depict the transfer of promised goods o services
te customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. The amendments
in this update also require disclosure of sufficient information to allow users
to understand the nature, amount, timing ard ungertainty of revenue and cash
flows arising from centracts with customers,

For the Duke Energy Registrants, this guidance is effective for interim and
annual periads beginning January 1, 2017. Duke Energy is currently evaluating
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the requirements. The ultimate impact of the new standard has not yet been
determined.

2. ACQUISITIONS, DISPOSITIONS AND SALES OF OTHER
ASSETS

ACQUISITIONS

The Duke Energy Registrants consolidate assets and liabilities fram
acquisitions as of the purchase date, and include earnings from acguisitions in
consolidated earnings after the purchase date.

Parchase of NCEMPA's Generation

{n September 5, 2014, Duke Energy Progress executed an agreement
10 purchase North Carolina Eastern Municipal Power Agency’s {NCEMPA)
ownership interests in certain generating assets jointly owned with and
cperated by Duke Energy Progress. The agreement provides for the acquisition
of a tofal of approximately 700 megawatts (MW) at Brunswick Nuclear
Station (Brunswick}, Shearon Harris Nuclear Staticn (Harris}, Mayo Steam
Station and Roxboro Steam Station. The purchase price for the ownership
interest and fuel and spare parts inventory is approximately $1.2 billtion.
Under the agreement, Quke Energy Progress and NCEMPA will enter into a
30-year wholesale power supply agreement to continue meeting the needs
of NCEMPA's customers. Closing of the transaction is subject to certain
conditions, in¢luding state and federal regulatory approvals and legislative
action required prigr to completing the transaction. On December 9, 2014,
the FERC approved Duke Energy Pragress’ request to purchase NCEMPA's
interests in the generation assets, approved Duke Energy Progress’ 30-year
wholesale power supply agreement with NCEMPA, and approved Duke Energy
Progress’ inclusion of the acquisition adjustment resulting from the asset
purchasa in wholesale power formula rates. The transaction is expected fo
close by the end of 2015 or early 2016.

Merger with Progress Energy

On July 2, 2012, Duke Energy completed its merger with Progress Energy,
a North Carclina corporation engaged in the regufated utility business of
generation, transmission and distribution and sale of electricity in portions of
North Caralina, South Carolina and Florida. As a result of the merger, Progress
Energy became a wholly ewned subsidiary of Duke Energy.

The merger between Duke Energy and Progress Energy provides increased
scaie and diversity with potentially enhanced access to capital over the lang
term and a greater abifity to undertake the significant construction programs
necessary to respond to increasing environmental regulation, pfant retirements
and customer demand growth, Duke Energy’s business risk profile is expected
to imprave aver time dus to the increased proportion of the business that is
regulated. Additionally, cost savings, efficiencies and other benefits are expected
from the combined operations.
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Purchase Price

Total consideration transferred was based on the closing price of Duke
Energy common shares on July 2, 2012, and was calculated as shown in the
following table.

{dellars in millions, except per share amounts; shares in thousands)

Progress Energy common shares outstanding at July 2, 2012 296,116
Exchange ratio 0 87083
Duke Energy common shares :ssued for Progress Energy common shares 257.867
outstanding
Closing price of Duke Energy common shares on July 2, 2012 $ 6984
Purchase price for commion stock $ 18008
Fair vatue of outstanding earned stock compensation awards 62
Total purchase price $ 18011

Progress Energy s stock-based compensation awards, including
performance shares and restncted stock, were replaced with Duke Energy
awarts upon consummation of the merger. In accordance with accounting
guidance for business combinations, a portion of the fair value of these awards
is inciuded in the purchase price as it represents consideration transferred in
the merger.

Purchase Price Alfocation

Fair value of assets acquired and liabilites assumed was determined
based on significant estimates and assumphions, including Levet 3 imputs,
which are judgmental in nature. Estimates and assumptions include the
projected timing and amount of future cash flows, discount rates reflecting risk
inherent in future cash flows, and future market prices.

Additionally, the February 5, 2613 announcement of the decision to
retire Crystal River Unit 3 reflected additional information related fo facts and
circumstances existing as of the acquisition date. See Note 4 for additionat
infermation refated to Crystal River Unit 3. As such. Duke Energy presents
assets acquired and kabilities assumed as if the retirement of Crystal River
Unit 3 occursed on the acquisition date.

The majority of Progress Energy’s operations are subject to the rate-
setting authonty of the FERC, NCUC, PSCSC, and FPSC and are accounted
for pursuant to U.S. GAAP including the accounting gridance for regulated
opesations. Rate-setting and cost recovery provisions cucrently in place for
Progress Energy s regulated operations provide revenues derived from costs,
including a feturn on investment of assets and liabilities included in rate base.
Except for fang-term debt, asset retirement obligations, capital leases, pension
and other post-retrement benefit obligations (OPEB), and the wholesale
portion of Crystal River Unit 3, fair values of tangible and intangible assets and
lrabilities subject to these rate- setting provisions approximate their carrying
values. Accordingly, assets acquired and liabilities assumed and pro forma
financial information do not reflect any net adjustments related to these
amounts. The difference between fair value and pre-merger carrying amounts
for Jong-term deht, asset retirement obligations, capital leases and pension and
COPEB ptans for regulated operations were recorded as Regulatory assets.

The excess of purchase price over estimated fair values of assets
acquired and liabilities assumed was recognized as goodwill at the acquisition
date. The goodwill reflects the value paid primarily for long-term potential
for enhanced access to capital as a result of increased scale and diversity,
opportunities for synergies, and an improved risk profile. Goodwill resulting from
the merger was aflocated entirely to the Regulated Utilities segment. Nane of
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the goodwill recognized is deductible for income tax purposes, and as such, no
defered taxes have been recorded related to goodwill.
The completed purchase price allocation is presented in the following table,

{in mittiems)

Current assets $ 3204
Property, plant and equipment 23141
Goodwil 12 469
Other fong-teim assels 9590
Total assets 48,804
Current liabilities, including current matunties of long-term debt 3593
Long-term Kiabilities, preferrad stack and noncontroling interests 10394
Long-term debt 16,746
Total liabilities ang preferred stock 30,733
Total purchase price $18011

The purchase price allocation in the table above refiects refinements
made to prelimirary fair vafues of assets acquired and liabilities assumed as
of December 31, 2012. These refinements include adjustments associated
with the retirement of Crystal River Unit 3. The changes resulted in an increase
to Goodwill of $2 million, an increase fo the fair value of Current liabilities,
including current maturities of long-term debt of $12 million, a decrease to
Property, plant and eguipment of $138 mitlion, a decrease to Other long-term
assets of $4 million and a decrease to long-term liabilities, preferred stock
and noncontroling interests of $152 million. These refinements had no impact
on the amortization of purchase accounting adjustments recorded to earnings
during the year ended December 31, 2013, or for the six months ended
December 31, 2012,

Pro Forma Financial Information

The following unaudited pro farma financial information reflects the
conselidated results of operations of Duke Energy and the amortization of
purchase price adjustments assuming the merger had taken place on January
1, 2012 The unaudited pro forma financial information has been presented for
illustrative purpases only and is not necessarily indicative of the consolidated
results of operations that would have been achieved or future consolidated
results of aperations of Duke Energy.

Non-recurring merger consummation, integration and other costs incurred
by Cuke Energy and Progress Energy during the period have been excluded
from pro forma earnings presented below. After-tax non-recurring merger
consummation, integration and other costs incusred by both Duke Energy and
Pragress Energy were $413 million for the year ended 2012. The pro farma
financial information also excludes potential future cost savings or non-
recurring charges related to the merger.

Yoar Ended
{in millions, except per shara amounts) December 31, 2012
Revenues $ 23976
Net Income Attributabie to Ouke Energy Corporation 2417
Basic and Diluted Earnings Per Share 348
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Accounting Charges Related to the Merger Consummation

The foliowing pretax consummation charges were recognized upon closing of the merger and are included in the Duke Energy Registrants’ Consolidated
Statements of Operations and Comprehensive Income for the year ended December 31, 2012.

Duke Durke Duke Duke Duks

Duke Energy  Progress Energy Energy  Emergy  Energy

{in millions) Energy  Carolinas Energy  Progress Florida Ohio  Indiana
FERC Mitigation $117 $ 46 $71 $ $— $— $—
Severance costs 186 53 a 55 27 21 18
Community Support, chantable contributions and other 168 19 ] 63 11 7 6
Total $482 $138 §221 $189 $18 $28 $24

FERG Mitigation charges reflect the portion of transmission project costs
probable of disallowance, impairment of the carrying vafue of the generation
assets serving Interim FERC Mitigation, and mark-to-market losses secognized
on power sale agreements upan closing of the merger. Charges related to
transmission projects and impairment of the carrying value of generation assets
were recorded within impairment charges in the Consolidated Statements
of Cperations. Mark-to-market losses on interim power sale agreements
was recorded in Regufated electric operating revenues in the Consolidated
Statements of Qpersations. Subsequent changes in fair value of interim
pawer sale agreements over the life of the contracts and realized gains or
losses on interim contract sales are also recorded within Regulated electric
operating revenues, The ability to successfully defend future recovery of a
portion of transmission projects in rates and any future changes to estimated
transmission project costs could impact the amount not expected to be
recevered.

In conjunction with the merger, in November 2011, Duke Energy and
Progress Energy each offered a voluntary severance plan (VSP) to certain eligibia
employees. VSP and other severance costs incurred were recorded primarily
within Dperation, maintenance and other in the Consolidated Statements of
Operations. See Note 19 for further information related to employee severance
expenses.

Comemunity suppart, charitable contributions and qther reflect G} the
uncencitional obligation 1o provide funding at a level comparable to histone
practices over the next four years, and {ii} financial and legal advisary costs
incurred upen the closing of the merger, retention and relocation costs paid to
certain employees. These charges were recorded within Operation, maintenance
and other in the Consolidated Statements of Operations.

Impact of Merger

The impact of Progress Energy on Duke Energy s revenues and net income
attributable to Duke Energy in the Gonsolidated Statements of Jperations for
the year ended December 31, 2012 was an increase of $4,943 million and $368
million, respactively.

Chilean Operations

In December 2012, Duke Energy acquired [beroamencana de Energia
ibener, S.A. {ibener} of Santiago, Chile, for tash consideration of $415 miflion.
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This acquisition included the 140 MW Duguece hydroelectric generation complex
consisting of two run-of-the-river plants located in southern Chile. Purchase
price allocation consisted primarily of $383 million of property, plant and
equipment, $30 million of intangible assets, $57 million of deferred income tax
liabilities, $54 millian of goodw:ll and $8 millian of working capital.

DISPQSITIONS

Midwest Generation Exit

On August 21, 2014, Duke Energy Commercial Enterprises, Inc., an
indirect wholly ewned subsidiary of Duke Energy Corporation, and Duke Energy
SAM., LLC, 2 wholly owned subsidiary of Duke Energy Chic, entered info 2
PSA with a subsidiary of Dynegy whereby Dynegy will acquire Duke Energy's
Disposal Group for appraximately $2.8 billion in cash subject to adjustments at
closing for changes in working capital and capital expenditures. The completion
of the transaction is conditioned on approval by FERC. On January 16, 2015,
FERC issued a letter requesting additional information in connection with
the transaction application. The request was for further econamic analysis
relating to the combined market power impacts of the propesed transaction and
Dynegy's simultaneous acquisition of other assets in the PIM [nterconnection,
LLG (PIM} market, and infarmation refating to rate protections for Dynegy’s
customers. Gn February 6, 2015, Duke Energy and Dynegy made two filings with
FERC. The first filing provided additionat infermation requested by FERC. The
second filing provided information refated to Dynegy's Settlement agreement
with the Independent Market Monitar for PIM, which no longer opposes the
proposed transaction. The transaction is expected to close by the end of the
second uarter of 2015,
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The Disposal Group is included in the Commercial Power segment. The following table presents information related to the Duke Energy Chio generation planis

included in the Disposal Group.

Total MW Owned MW Ownership

Facility Plant Typs Primary Fual Location Capacity Capacity™ Interast
Stuarg= Fossil Steam Coal OH 2308 300 39%
Zimmer® Fossil Steam Coal OH 1300 605 46 5%
Hanging Rock Combined Cycle Gas OH 1226 1,226 100%
Miami Fort (Unts 7 and §)'¥ Fossil Steam Coal OH 1.020 652 B4%
Conesvillg"™™ Fossil Steam Coal OH 780 3z 40%
Washington Combined Cycle 1 OH 617 61?7 100%
Fayette Combined Cycle Gas PA 614 614 100%
Killenyess Fossil Steam Coal OH 600 198 33%
Lee Combustion Turtune Gas I 568 568 100%
Dick’s Creek Combustion Turbing Gas OH 136 138 100%
Miam Fort Combustion Turbine il 0K 56 56 100%
Total Midwest Generation 9,225 5,884
{a} Juntly awned with Amenican Electric Power Gengration Resources and/or The Daytan Power & Light Company
{b} Staton 15 nat pperated by Duke Energy Chio
{c) Total MW capactity 15 based on summer capacity Duke Eﬂﬂg}‘ ohlo

The Disposal Group also }nzcbudes a ;etgﬂ sale{s] business O;Hr(l](;‘d b\{ Duke Years Ended Dacember 31,
Energy. In the second quarter of 2014, Duke Energy Ohio removed Ohio Valley -
Electric Carporation's (OVEC} purchase power agreement from the Dispasal {in millions} 0u 2 212
Group s it no langer intended to sell it with the Disposal Group. Duke Energy Operating Revenues $L299 § 1303 § 143
Ohie has requested cost-based recovery of its contractual entiement in QvEg,  Estimated loss on disposition 959) - -
in s 2014 Electric Security Plan {ESP} application filed on May 29, 2014. See )
Note 4 for infermation related ta the 2014 ESP {Loss) Income before income taxes $ 863 3§ 67 § 19

The assets and associated liabilities of the Disposal Group are classified {ncome tax thenefit) expense (300) ¥ 65
s held for sale in Duke Energy’s and Duke Energy Ohio's Consolidated Balance ~ £Less) Income from Drscontinued Gperations. netof tar $_(563)  § 35§ 130

Sheets at December 31, 2014.

The results of operations of the Disposal Group are classified as
discontinued operations for current and prior periods in the accompanying
Consolidated Statements of Operations and Comprehensive Income. Certain
immalerial costs that that may be eliminated as a resuit of the sate have
remained in continuing operations. The following table presents the results of
discontinued operatiens.

Duke Energy
Years Ended December 31,

{in millions} 2014 2013 2012
Dperaling Revenues $1188 31839 S 1M
Estimated loss on dispesition {929) — —
{Loss) Income before income taxes Sy § 11 ¢ 22
Income tax (benefit) expense (294) 56 82
{Loss) Income from discontinued operations of the

Disposal Group (524) 83 145
Other, net of tax®™ {52) l 26

(Loss) Income from Discontinued Operations, netoftax § (528) § 86 % 171

{a) Other discontinued operations refate to pror sales of busmesses and includes ndemnifications prowded
for certain legal 1ax and emaranmental matters. and foreign currency transiation adjustments

The Duke Energy and Duke Energy Ohio hetd for sale assets include
net pretax impairments of approximately $92% million and $359 million,
respectively, for the vear ended December 31, 2014. The impairment was
recorded to write-down the carrying amount of the assets to the estimated fair
value of the business. based on the expected selling price to Dynegy less cost to
sell. These losses were included in (Loss) Income from Discentinued Operations,
net of tax in the Consclidated Statements of Operaticns and Comprehensive
Income. The impairment will be updated, if necessary, based on the final
sales price, after any adjustments at closing for working capitat and capitat
expenditures.

Commercial Power has a revolving credit agreement (RCA} to suppor the
operations of the nonregulated Midwest generation business. Interest expense
associated with the RCA has been allocated to discontinued operations. No
other interest expense related to corporate level debt has been allocated to
discontinued perations.
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The following table pregents the Bisposal Group's carrying values in the
Consolidated Balance Sheets' major classes of Assets held for sale.

December 31, 2014

Duke Energy
(in millions} Duke Energy Ohip
Current assets $ 64 % 316
Investments and other assets 52 4
Property. plant and equipment 2590 2,558
Total assets hetd for sals $ 3006 § 2921
Current liabilities $ 262 % 286
Deferred credrts and other liabilities 35 3
Total fiabilities associated with assets held for sale  § 97 % 280

Duke Energy Ohio may continue to have transactions with the Disposal
Group after the divestiture is complete depending on when the transaction
closes. Duke Energy Qhio has a power purchase agreement with the Disposal
Group, which extends through May 2015, for a portion of ds standard serwice
offer (SS0) supply requirement. In addition, for a period of up to 12 months,
Duke Energy may provide transition services to Dynegy. Duke Energy will be
reimbursed for transition services provided. The continuing cash flows are
not expected to be material and are not considered direct cash flows, These
arrangements da not allow Duke Energy or Duke Energy Ghio to significantly
influence the operations of the Disposal Group once the sale is complete.

See Notes 4 and 5 for a discussion of contingancies refated to the Disposal
Group that will be retained by Duke Energy Ohio subsequent to the sale,

Vermillion Generating Station

On Janvary 12, 2012, after receiving approvals from the FERC and IURC on
August 12, 2011 and December 28, 2011, respectively, Duke Energy Vermillion [),
LLC (Duke Energy Vermillion), an indirect wholly owned subsidiary of Duke Energy
Chic, completed the sale of its gwnership interest in Vermillon Generating Statian
{vermillion) to Duke Energy Indiana and Wabash Valley Power Association, Inc,
{(WVPA). Upon closing of the sale, Duke Energy Indiana held a 62.5 percent
interest in Vermillion. Duke Energy Ohio received net proceeds of £82 million, of
which $68 miion was paid by Duke Energy indiana. Following the transaction,
Duke Energy Ind:ana retired Gallagher Units 1 and 3 effective February 1, 2012.

As Duke Energy Indiana is an affiliate of Duke Energy Vermillion, the
transaction was accounted for as a transfer between entities under common
control with no gain or loss recorded and did not have a significant impact to
Duke Energy Ohio’s or Duke Energy Indiana's results of operations. Proceeds
received from Duke Energy Indiana are included in Net proceeds from the sales
of other assets on Duke Energy Ohio's Consolidated Statements of Cash Flows.
Cash paid fo Duke Energy Ohio is included in Capital expencitures on Duke
Energy Indiana's Consolidated Statements of Casht Flows, Duke Energy Ohig
and Duke Energy Indiana recognized non-cash equity transfers of $28 million
and $26 million, respectively, in their Consolidated Statements of Common
Stockholder’s Equity on the transaction representing the difference between cash
exchanged and the net ook value of Vermillion. These amounts are not reflected
in Duke Erergy's Consclidated Statements of Cash Flows or Consolidated
Statements of Equity as the transaction is eliminated in consofidat:on.

Proceeds from WVPA are incladed in Net proceeds from the sales of ather
assets on Duke Energy Dhip's Consolidated Statements of Cash Flows and Net
proceeds from the sales of equity invesiments and other assets, and sales of
and collections an notes receivable on Duke Energy's Conselidated Statements
of Cash Flows. The sale of the proportionate share of Vermillion to WVPA did not
result in a significant gain or loss upon close of the transaction.
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SALES OF OTHER ASSETS

During 2012, Duke Energy received proceeds of $187 million from the sale
of non-core business assets within the Commercial Power segment for which no
material gawn ar loss was recagnized.

3. BUSINESS SEGMENTS

Duke Energy evaluates segment performance based on segment ingome.
Segment income is defired as income from continuing operations net of income
attributable to noncontrolling interests. Segment income, as discussed below,
includes intercompany revenues and expanses that are eliminated in the
Consolidated Financial Statements. Certain governance costs are allocated

to each segment. In addition, direct interest expense and income taxes are
included in segment income.

Opetating segments are determined based on nformation used by the
chief operating decision maker in deciding how to allocate resources and
evaluate the performance.

Products and services are sold between affiliate companies and
reportable segments of Duke Energy at cost. Segment assets as presented in the
tables that foilow exclude all intercompany assets.

DUKE ENERGY

Duke Energy has the following reportable operating segments: Regulated
Utilities, International Energy and Commercial Power.

Regulated Utilities conducts operations primarity through Duke Energy
Garalinas, Ouke Energy Progress, Duke Energy Florida, Duke Energy Indiana,
and the regulated transmission and distribution operations of Duke Energy
Ohip. These electric and natural gas operations are subject to the rules
and regulations of the FERC, NCUC, PSCSE, FPSC, PUCO, IURC and KPSC.
Substantially all of Regulate Utilities’ operations are regulated and, accordingly,
these aperations qualify for regulatory accounting treatment.

International Energy principaily operates and manages power generation
facilities and engages in sales and marketing of electric power, natural gas
and natural gas liquids outside the 1.S. Its activities prircipally arget power
generation in Latin America. Additiona'ly, Intemational Erergy gwns a 25
percent interest in National Methanol Company (NMC), a large regional producer
af methyl tertiary butyt ether (MTBE) located i Saudi Arabia. The investment in
NMC is accounted for under the equity method of accounting

Commercial Power builds, develops and pperates renewable generation
and energy transmission prejects throughout the continental ¥.S. As discussed
in Note 2, Duke Energy entered into an agreement to self Commercial Power’s
nonregulated Midwest generation business to Dynegy in a transaction that
is expected to close during the secand quarter of 2015. As a resuft of this
divestiture, the results of operations of the nonregulated Midwest generaticn
business have been reclassified to Discontinued Operations on the Cansolidated
Statements of Cperations. Certain costs such as interest and general and
administrative expenses previously allocated to the Disposal Group were not
recfassified to discontinued operations.

The remainder of Duke Energy's operations is presented as Other. While
it is not an operating segment, Cther primarily ingludes unaliocated corporate
interest expense, centain unaflocated corporate costs. Bison inswance Company
Limited {Bison), Duka Energy’s wholly awned, captive insurance subsidiary,
and contributins to the Duke Energy Foundation, On December 31, 2013, Duke
Energy sold ifs intgrest in DukeNet Communications Holdings, LLC (DukeNet) to
Time Warner Cable, Inc,
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Combined Notes to Consolidated Financial Statements — (Continued)

Year Ended Decembar 31, 2014
Total
Regulated Internationat Commercial Reportable

{in millions) Utilitias Energy Power Segments Qther Elimirations Total
Unaffiliated Revenues $ 22118 $ 1417 $ 25 $ 21400 $ 5 $ — 3 15
[ntersegment Revenues 43 — — 43 80 {123} —

Total Revenues $ 2m $ 1417 $ 255 $ 3843 4 105 $ (123§ 23925
\iterest Expense {4 1093 $ 93 4 58 $ 124§ 4 $ 208 1822
Depreciation and amortization 2159 9 92 2548 118 — 3.066
Equity in earnings of unconsolidated atfibates i) 12 U] 121 3 — 110
Income tax expense (benefif)® 1,628 449 171 1,306 23N — 1,669
Segmect income®Hid 219 55 (59 27195 (334) (10 2451
Add back noncontralling interest component 4
Loss from discontinued opperations, net of tax (578)
Net income B $ 1389
Capital investments expenddures and acquisitions $ 4714 $ 6 $ 555 $ 5366 $ 162 $ — § 5528
Segment Assets 106,657 3132 6218 118067 2453 188 120,709
(&} Inlernational Energy incledas A tax adiustment of $373 mulon wlated to defaced tax impast tesuting from the deisian 0 repatnate all curmulatees bustancal andistributed foreign satings. See Mate 27 far 2dditignal

nfgrmation

{5) Commercial Power recarded & pretax impairment charge of 94 million celated to OVEC See Note 11 for additional mfgrmation

{c} Other inciudes costs to achieve the Pragress £nergy meiger See Nates 2 and 25 1or additional intoimation about the marger and related costs
{d} Regulated Utities includes an increase mn the Wtigation reserve related to the cimmal investigation of e Dan River coal ash spill See Note 5 for additional infermahon
Year Ended December 31, 2013
Total
Regulated International Commercial Reportable
{in millions) Utilities Energy Power Segments Dthar Eliminations Total
Unaffiliated Revenues=*oe! $20871 $ 1546 $ 2% § 22671 $ 8 $ — § 2275
Intersegment Revenues 39 — [ 45 90 (135) —
Total Revenues $20910 $ 1546 $ 260 AT T I $ (135) § 2275

Interest Expense $ 986 LI $ 6l $ 1133 % 4l § B8 1543
Depreciation and amortization 2323 100 10 2533 135 — 2668
Equity in gamings of unconsolidated affiliates 48] 110 7 115 [ — 122
Income tax expense (beneki) 1522 166 {148 1540 (339 — 1205
Segment incamesbAcktkenty 2.504 408 (38) 2824 {238) (12) 2574
Add back noncontioling imerest component 16
income from discentinued operations, net of tax g6
et income $ 2618
Capital investments expenditures and acquisitions $ 5.049 $ 67 $ 268 $ 5384 § 2 $ — % 5607
Segment Assets 99 884 4998 6955 111837 2,754 188 L4779
{a) InMay 2013, the PUCO appraved a Duke Energy Ohio settlement agragment thal prowictes for a net annual increase i electac distibution revenues beginning in May 213 This rate increase impacts Regutated Unlines See

Hote & for addihena! wiasmation
{b] in June 2013. NCUC approved a Duke Energy Progress setilement agreement thal included an increase in rates In the first year begining 1n june 2013 This rate increase impacts Regulated Unlihes See Nate 4 for additional

information
{c} i September 2013, Duke Energy Caralinas mplemeénted rewsed customer rales approved by the NCUC and the PSCSC These rate ncreases Impact Regulated Utlihes See Nale 4 for addibonal information
(4} Regulated Uilibes recorded an impawment charge related to Duke Energy Floriga's Crystal River Urit 3. See Note 4 for addrronal infarmation
(e} Regulated Uritties recarded an wnpawment charge telated to the lettec Cuke Energy Progress filed wath the NRC requesting the NRC ta suspend its tewew actieties associated with the combined constructan and aparating,

license {COL) at the Hams site Regulaled Utilties alse recorded an impament charge related ta the write-off of the wholesale portion of the Levy nvestments at Buke Energy Flonda in accardance wrth the 2013 Settlement

See Note 4 for additienal information
th Other includes cosls to achigve the Prngress Energy merger See Notes 2 ang 25 for additonal information about the merger and refated Costs
{  Other includes gan from the sale of Duke Energy’s ownership mterest in DukeNet See Mote 12 for additional information on the sate of Dukelet
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Combined Notes to Consolidated Financial Statements — (Continued)

Year Ended December 31, 2012
Regulated International Commercial Reportable

{in millions) Utilities Energy Power Segments Other  Eliminations Total
Unaffiliated Revenues $ 16,042 $ 1549 $ 299 $ 17890 § 22 $ — § e
Intersegment Revenues 38 . 8 46 62 {108) -

Total Revenues $ 16.080 $ 1549 $ 307 $ 1793 § B $(i08) ¥ 17912
Interest Expense $ 808 § N7 $ 683 $ 946 % 298 $§— % 1244
Depreciation and amortization 1827 99 85 2011 134 — 2145
Equity in earnings of unconsolidated affiiates 5 134 14 143 5 — 148
Income tax expense (beneft) 942 149 (82) 1.009 (386) — 623
Segment income ¥ 1744 439 (59) 2124 (523) ® 1593
Add hack noncontrolling interest companent 18
Inceme from discontinued operations, net of tax 171
Net income $ 1782
Capital investments expenditures and acquisitions $ 4220 $ 551 $ 1038 $ 5809 § 149 $§ — § 5958
Segment Assets 08,162 5,406 5.992 110,560 3126 170 113 B56

fa} Regulated Uhhtes recorded charges related ta Duke Energy Indiana's Integrated Gasdication Combined Cycle (1GCC) project See Note 4 for addihonal miormation about these charges Regulated Unies also recaided the
reversal of expenses of $6G milhon et of fay, refated to a prior year Yoluntary Opportunity Plan in accoidance with Duke Energy Carohnas 2011 rale case See Note 19 for addibonal information about these expenses
{b)  Other mcludes costs to achieve the Frogiess Energy merger See Notes 2 and 25 for agditonal informatian abaut te merger and related casts

GEOGRAPHICAL INFORMATION

Latin

{in millions} US.  America™ Consolidated
2014

Consolidated revenues $22508 % 1417 $239:5
Consohdated long-lived assets 80,709 2458 83,167
203

Consoldated revenues $21211  § 1545 $2275%
Consolidated long-lived assets 78.581 2.781 81,362
2012

Constlidated revenues $16366 3 1545 $173912
Consolidated long-ived assets 79.144 2467 81611

fa} Change i amaynts of long-lvad assets in Latin Amerca inclydes forergn currency tanslation
adjustments on praperty. piant and equipment and other long-Nved asset balances

PRODUCTS AND SERVICES

Retail Whalesala  Retail Natural Wholesala Total
{in millians) Electric Electric Gas Natural Gas Other Revenues
2014
Regulated Ltilities $19,007 $ 18719 $ 1 $ — $ 84 $2221M
international Energy — 1.3% — 9 ~— 1417
Commercial Power — 255 — — — 255
Total Repartahle Segments 418,007 4 3460 $ $ 91 $ &4 $23943
2013
Regutated Uirities $ 17837 $ 1720 $ 506 } - $ 8 420910
International Energy — 1447 -— 99 - 1546
Commercial Power — 260 — - — 260
Total Reportable Segments $17837 $ 3427 $ 506 $ %9 $ 84 $22716
012
Regulated Uilies $13m3 $ 1120 $ 40 $f - $ I $ 16,080
iriemational Energy — 1,444 — 105 — 1,549
Commercial Power — 307 — — — 307
Total Reportabie Segments $ 137 $ 281 $ 41 3105 3 $1793%
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Combined Notes to Consolidated Firancial Statements — (Continued)

DUKE ENERGY OKI0

Duka Erergy Chic has two reportable operating segments, Regulated
Utilities and Commearcial Power.

Regulated Utilites transmits and distributes electricity in partians of Chia
and generates, distributes and sefls electricity in portions of Kentucky. Regulated
Dtilities also transports and sefls natural gas in porbions ot Dhio and northern
Kentucky. it conducts aperations primarily through Duke Energy Ohic and its
wholly cwned subsidiary, Duke Energy Kentucky.

As discussed in Note 2, Duke Energy entered into an agreement to sel)
Commercial Power's nonreguiated Midwest generation business fo Dynegy
in a transaction that is expected to close in the second quaiter of 2015. As a

result of this divestiture, the results of operations of the nonregulated Midwest
generation business have been reclassified to Discontinued Operations on the
Consolidated Statements of Operations and Comprehensive Income. Amounts
remainirg in Commercial Power relate to assets not included in the Disposal
Group. Certain costs such as interest and general and administrative expenses
previousty allocated to the Disposal Group were not reclassified to discontinued
operations.

The remainder of Duke Energy Ghio's cperatians is presented as Other.
While it is not considered an operating segment, Other primarily inctudes
certain governance costs allocated by is parent, Duke Energy. See Note 13
for additionat information. Alf of Duke Energy Chio’s revenues are generated
domestically and its long-lived assets are alt in the U.S.

Yoar Ended December 31, 2014

Total
Regulated Comimercial Reportable
{in millions) litilities Power Segments Other Eliminations Total
Unaffiliated revenues $ 1894 $ 19 $ 1813 $ — $ — $1913
Wnkersegment revenues ) 1 — 1 — {1} —
Total revenues $ 1495 { $ L9 $ — 4 U $1a2
Interest expense $ 8 $ 5 4 3 $ — $ — § 8
Depreciation and amortization Fill ? Fik} 1 —_ 214
Incame tax expense {beneft) 113 {67} 50 [th —_ 43
Segment income {loss) 202 {121) 81 {13) — 68
Income from ¢hscontinued operations, nat of tax (563)
Net foss $ 1495
Capital expenditures $ 300 $ 2 y 3322 3 — $ — § 2
Segment assets 6,908 3187 10,095 134 (230) 9,999
(@) Commernal Fower recorded a pretax mpairment ctharge of $5% milign etated to OVEC See Note 1 for agdimanal infrmanon
Year Ended Dacember 31, 2013
Total
Regulated Commercial Repartable
(im milligns} Utilities Power Segments Other Eliminations Total
Unaffiliated revenues $ 1,765 $ AN $ 1805 $ — $ — § 1805
Total evenues $ 1765 $ 40 $ 1805 $ — § — % 185
Interest expense § U s — H 7 - $ — § N
Depreciation and amortization 200 13 213 — — 213
Income tax expense {benefit) 91 {38) 55 {12 -— 3
Segment income (loss} 151 (65} 86 (19 — 57
Income from discontinued operations, ret of tax 35
Net mcome $ o
Capital expendrtures $ 37 $ 58 § 433 3 — § — § 43
Segment assets 6.649 4170 10819 99 (155) 10,763
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Year Ended Decamber 31, 2012

Total
Regulated Gommarcial Reportabla
{in miliions) Utilities Power Segments Otier Eliminations Total
Unaffiiated fevenues $ 1735 § 15 $ 1820 § — § — § 1820
(ntersegment rvenues 1 1 2 — @ —
Total revenues § 1746 $ 76 $ 1822 $ — $ @ § 1320
Interest expense $ 6l $ 8 $ 89 $ — $ — ¢ 8
Depreciation and amortization 179 16 195 — — 195
Income tax expense (benefd) 491 (40 a1 (18] — 33
Segment income (l0ss) 159 30 79 (34) -— 45
income from drscontinued operations, net of tax 130
Net income § 17
Capital expenditures [I73] $ ¥ $ 54§ — § — § 514
Segment assets 6434 4175 10.60% 117 {166) 10,560
DUKE ENERGY CARGLINAS, PROGRESS ENERGY, DUKE ENERGY PROGRESS, Yoars Ended Decamber 31
DUKE ENERGY FLORIDA AND DUKE ENERGY INDIAHA _ oars 2nded “ecamber %,
(in mitlions) 014 213 212
Duke Energy Carolinas, Progress Energy. Duke Energy Progress, Duke Duke Energy Carolinas $ (09 $05m % (169
Energy Flonda and Duke Energy indiana each have one reporiable operating Progiess Energy {180} {24 (379
segment, Regulated Utility, which gererates, transmits, distributes and sells Duke Energy Progress (31) (36) {139
glectrecity. The remainder of each company’s operations is classified as Other, Ouke Energy Flonda 19) (24 (58)
Whife not considered a reportable segment for any of these companies, Other Duke Energy Indiana 11) {16} n
consists of tertain unallocated corporate costs. Other far Progress Erergy
also inc!uqes interest £xpense on corporate debt instruments of $247 mittian, Duke Energy Progress earned approximately 11 parcent of its consolidated
$300 mithion and $3(]_4 million for the years ended December 31, 2014, 2013 operating revenues from Neorth Caralina Electric Membership Corporation
and 201 2. The following table summarizes the net loss for Other for each of (NCEMC) in 2014. These revenues relate to wholesale contracts and
these entities. transmission revenues, The respective Regulated Utiity and Regulated Utilities

operating segments own substantially all of Duke Energy Carolinas’, Progress
Energy's, Duke Energy Progress’, Duke Energy Florida’s and Duke Energy
Indigna's assets at December 31, 2014, 2013 and 2012.
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4. REGULATORY MATTERS

REGULATORY ASSETS AND LIARILITIES

The Duke Energy Registrants record regulatory assets and liabilities that result from the ratemaking process. See Note 1 for fusther information.
The following tables present the regulatory assets and liabilities recorded on the Consolidated Balance Sheets.

December 31, 2014

Duke Duke Duke Duks Duke
Duke Energy  Progress Energy Energy  Energy  Energy
{in mitiions) Enorgy  Carolinas Energy  Progress Fioriga Ohio  Indiana
Regulatory Assats
Asset retirement obligations $ 3007 $ 07 $1.882 41,584 $ 298 $— $ —
Accrued pensign and OPEB 2015 412 812 354 458 132 217
Retired generation facilities 1,653 b 1545 152 1,393 — 56
Debt fair value adjustment 1.308 — — — — — —
Net reguiatory asset related to income laxes 114 814 I 14] 213 64 1
Hedge costs and other deferrals 628 103 490 217 m 1 23
Demand side management (DSMYEnsrgy efficiency (EE) 330 108 203 193 10 a —
Grid Modernization 76 — — —_ — 76 —
Yacaton atciual 13 1] & 46 —_ 1] 1
Deferred fuel 246 30 182 138 44 8 5
Nuclear defesral % 141 155 43 112 — —_
Post in-service carrying costs and deferred operating expenses 494 124 11 Fi a3 Fis 228
Gasiication serviges agreement buyout 55 — —_ — — — 55
Transmission expansion obligation 70 —_ —_ — — 14 _—
Manufactured gas plant (MGP) 115 —_ — — - 115 —
(ther 434 263 108 1] 42 36 &6
Total regulatory assets 12,157 2.864 5.899 2362 2936 561 778
Less- current portion 1,115 3% 491 287 203 49 93
Total non-current regulatory assets 411,042 $2.465 $5.408 $2.675 $2.733 $512 4685
December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy  Progress Energy  Energy  Energy  Energy
(in milligns} Energy  Carolinas Energy  Progress  Florida Ohie  Indiana
Regulatory Liabilities
Costs of removal $5.221 $2.420 $1.975 $1.692 $283 $12 $613
Amaunts to be refunded to customers 166 — 0 - 70 — 96
Storm reserve 150 5 125 — 125 — —
Acerued pension and OPEB 11} 76 11 61 60 19 91
Deferred fuel 37 [} x| 23 — — 3
Other 44 27 171 127 4 10 42
Total regulatory liabulities 6,397 2,744 2485 1903 582 251 850
Less: current portien 204 n 186 n »B 10 54
Total non-current regulatory liabilties $ 6193 $2710 $2319 $1832 $547 Sl $748
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