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R.C. 4509.18

Application of Duke Energy Ohio,
Inc.

0.A.C. 4901-7-01 S-1 Capital Expenditures > 5% of

Appendix A, Chapter 11 (B)(1)(a) Budget (5 Years Project)-Date
Project Started

0.A.C. 4901-7-01 S-1 Capital Expenditures > 5% of

Appendix A, Chapter II (B)(1)(b) Budget (5 Years Project)- Estimated
Completion Date

0.A.C. 4901-7-01 3-1 Capital Expenditures = 5% of

Appendix A, Chapter IT (B}(1)(c) Budget (5 Years Project)- Total
Estimated Construction Cost By
Year

0.A.C. 4901-7-01 S-1 Capital Expenditures > 5% of

Appendix A, Chapter [I (B)(1)(d) Budget (5 Years Project)-A¥DC by
Group

0.A.C. 4901-7-01 S-1 Capital Expenditures > 5% of

Appendix A, Chapter 11 (B)(1)(e) Budget - Accumulated Costs
Incurred as of Most Recent
Calendar Year Excluding &
Including AFDC

0.A.C. 4901-7-01 §-1 Capital Expenditures >5% of

Appendix A, Chapter I1 (B)(1)() Budget - Current Estimated Cost to
Completion Excluding & Including
AFDC

0.A.C. 4901-7-01 52 Revenue Requirement (5 Years

Appendix A, Chapter II (B)(2)(a) Project) - Income Statement

0.A.C. 4901-7-01 S-2 Revenue Requirement (5 Years

Appendix A, Chapter II (B)(2)(b) Project) - Balance Sheet

0.A.C. 4901-7-01 S-2 Revenue Requirement (5 Years

Appendix A, Chapter II (B)(2)(c) Project) - Statement of Changes

0.A.C. 4901-7-01 S-2 Revenue Requirements (5 Years

Appendix A, Chapter IT (B)(3)a) Project) - Load Forecasts (Electric
Only)

0.A.C. 4901-7-01 52 Revenue Requirement (5 Years

Appendix A, Chapter IT (B)(3)(b) Project) - Employee Growth

0.A.C. 4901-7-01 52 Revenue Requirement (5 Years

Appendix A, Chapter II (B)(3)c) Project) - Known Labor Cost
Changes

0.A.C. 4901-7-01 52 Revenue Requirement (5 Years

Appendix A, Chapter II (B)(3)(d) Project) - Capital Structure
Requirements/Assumptions

0.A.C. 4501-7-01 5-2.1 Not applicable — if the applicant

Appendix A, Chapter IT (B)(4) utility does not release financial
forecasts to any outside party

0.A.C. 4901-7-0] 822 Not applicable — forecast test period

Appendix A, Chapter II (B)(5)

0.A.C. 4901-7-01 Not applicable — forecast test period

Appendix A, Chapter II (B)(6)

S-2.3
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0.A.C. 4501-7-01 53 Proposed Newspaper Notice - Legal
Appendix A, Chapter II (B)7) Notice to Commission

1 0.A.C. 4901-7-01 5-4.1 Executive Summary of Corporate
Appendix A, Chapter I (B)(8) Process

2 | 0.A.C. 4901-7-01 542 Management Policies & Practices
Appendix A, Chapter I (B)}9)

1 0.A.C. 4901-7-01 5-4.2 Management Policies & Practices
Appendix A, Chapter II (B)(9)

1 0.A.C. 490]1-7-01 Supplemental | Most Recent FERC Audit Report
Appendix A, Chapter 11 (C)(1)

2 | O.A.C. 4901-7-01 Supplemental | Prospectuses - Most Recent
Appendix A, Chapter II (C)(2) Offering Common Stock/Bonds

1 | 0.AC 4901-7-01 Supplemental | Annual Report to Shareholders (5
Appendix A, Chapter I (C)(3) Years)

2 0.A.C. 4901-7-01 Supplemental | Most recent statistical supplement
Appendix A, Chapter I1 (C)(3)

1 0.A.C. 4901-7-0] Supplemental | Most Recent SEC Form 10-K, 10-
Appendix A, Chapter I (C)(4) Q, & 8-K and Subsequent (Duke

Energy Consolidated & Duke
Energy Ohio Consolidated)

1 0.A.C. 4901-7-01 Supplemental | Work Papers - To be Filed Hard
Appendix A, Chapter II (C)(5) Copy and Computer Disks

2 0.A.C. 4901-7-01 Supplemental | Schedule C-2.1 Worksheet with
Appendix A, Chapter II (C)(6) Monthly Test Year & Totals

3 0.A.C. 4901-7-01 Supplemental | CWIP in Prior Case
Appendix A, Chapter II (C)(7)

4 | 0.A.C.4901-7-01 Supplemental | Latest Certificate of Valuation from
Appendix A, Chapter Il (C)(8) Department of Taxation

5 G.A.C. 4961-7-01 Supplemental | Monthly Sales by Rate Schedule
Appendix A, Chapter II (C)(9) Consistent with Schedule C-2.1

6 | 0.A.C. 4901-7-01 Supplemental | Written Summary Explain Forecast
Appendix A, Chapter I1 (C)(10) Method for Test Year

7 1 0.A.C. 4901-7-01 Supplemental | Explanation of Computation of
Appendix A, Chapter II (C)(11) Material & Supplies

8 | O.A.C. 4901-7-01 Supplemental | Depreciation Expenses Related to
Appendix A, Chapter 11 (C)(12) Specific Plant Accounts

9 0.A.C. 4901-7-01 Supplemental | Federal & State Income Tax
Appendix A, Chapter I1 (C)(13) Information

10 | O.A.C. 4901-7-01 Supplemental | Other Rate Base Items Listed on B-
Appendix A, Chapter 11 (C)(14) 6 detailed information

11 | 0.A.C. 4901-7-01 Supplemental | Copy of All Ads Charged in the
Appendix A, Chapter IT (C)(L5) Test Year

12 | 0.A.C.4901-7-01 Supplemental | Plant In-Service from the Last Date

Appendix A, Chapter T1 (C)(16)

Certain thru Date Certain of the Test
Year
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Supplemental | Depreciation Reserve Study Related
Appendix A, Chapter II (C}(17) to Schedule B-3

1 0.A.C. 4901-7-01 Supplemental | Revised Depreciation Accrual Rates
Appendix A, Chapter II (C)(18)

2 0.A.C. 4901-7-01 Supplemental | Breakdown of Depreciation Reserve
Appendix A, Chapter I1 (C)(19) from Last Date Certain thru Date

Certain of the Test Year

3 0.A.C.4901-7-01 Supplemental | Information on Projects that are
Appendix A, Chapter II (CK20) 75% Complete

4 0.A.C. 4901-7-01 Supplemental | Surviving Dollais by Vintage Years
Appendix A, Chapter I1 (C)(21)

5 0.A.C. 4901-7-01 Supplemental | Test Year & 2 most recent Calendar
Appendix A, Chapter II (C)(22) Years Employee level by month

1 0.A.C. 4901-7-01 A-1 Revenue Requirements - Overall
Appendix A, Chapter II, Financial Summary
Section A(B)

1 0.A.C. 4901-7-01 A-2 Revenue Conversion Factor
Appendix A, Chapter 11,

Section A(C)

1 0.A.C. 4901-7-01 A-3 Calculation of Mirrored CWIP
Appendix A, Chapter 11, Revenue
Section A(D)

2 | 0.A.C.4901-7-01 B-1 Plant in Service - Jurisdictional Rate
Appendix A, Chapter II, Base
Section B(B)(1)

2 0.A.C. 4901-7-01 B-2 Plant in Service - Plant in Service
Appendix A, Chapter II, (Major Property Groupings)
Section B(B)(2)

2 0.A.C. 4901-7-01 B-2.1 Plant in Service - Plant in Service
Appendix A, Chapter II, {By Accounts & Subaccounts)
Section B(B)(3)

2 | 0.A.C. 4901-7-01 B-2.2 Plant in Service - Adjustments to
Appendix A, Chapter II, Plant in Service
Section B(B)(4)

2 0.A.C. 4901-7-01 B-2.3 Plant in Service - Gross Additions,
Appendix A, Chapter II, Retirements & Transfers '
Section B(B)X5)

2 0.A.C. 4901-7-01 B-24 Plant in Service - Lease Property
Appendix A, Chapter II,

Section B(B)(6)

2 | O.A.C.4901-7-01 B-2.5 Plant in Service - Property Excluded
Appendix A, Chapter 11, from Rate Base
Section B(B)(7)

2 0.A.C. 4901-7-01 B-3 Depreciation - Reserve for

Appendix A, Chapter II,
Section B{C)(1)

Depreciation
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0.A.C. 4901-7-01 B-3.1 Depreciation - Adjustment to
Appendix A, Chapter II, Reserve for Depreciation

Section B(C)(2)

0.A.C. 4901-7-01 B-3.2 Depreciation - Accrual Rates &
Appendix A, Chapter II, Reserve Balances by Accounts
Section B(C)(3)

0.A.C. 4901-7-01 B-33 Depreciation Reserve Accruals,
Appendix A, Chapter II, Retirements & Transfers

Section B(C)(4)

0.A.C. 4501-7-01 B-3.4 Depreciation Reserve & Expenses
Appendix A, Chapter II, for Lease Property

Section B(C)(5)

0.A.C. 4901-7-01 B-4 CWIP-Less Maintenance Projects,
Appendix A, Chapter 11, Identify Replacement

Section B(D)(1)

0.A.C. 4901-7-01 B-4.1 CWIP - Percent Completed (Time)
Appendix A, Chapter II,

Section B(D)(2)

0.A.C. 4901-7-01 B-4.2 CWIP - Percent Completed
Appendix A, Chapter II, {Dollars)

Section B(D)3)

0.A.C. 4901-7-0] B-5 Allowance for Working Capital
Appendix A, Chapter II,

Section B(E)(1)

0.A.C. 4901-7-01 B-5.1 Miscellaneous Working Capital
Appendix A, Chapter 11, Items

Section B(E)(2)

0.A.C. 4901-7-01 B-6 Other Rate Base Item Summary
Appendix A, Chapter I,

Section B(F)(1)

0.A.C. 4901-7-01 B-6.1 Adjustments to Other Rate Base
Appendix A, Chapter II, Ttems

Section B(F)(2)

0.A.C. 4901-7-01 B-6.2 Contributions in Aid of
Appendix A, Chapter II, Construction

Section B(F)(3)

0.A.C. 4901-7-01 B-7 Allocation Factors - Jurisdictional
Appendix A, Chapter II, Factors

Section B(G)(1)

0.A.C. 4901-7-01 B-7.1 Allocation Factors - Jurisdictional
Appendix A, Chapter II, Statistics

Section B(G)(2)

0.A.C. 4901-7-01 B-7.2 Allocation Factors - Explain Change
Appendix A, Chapter II, in Allocation Procedures

Section B(G)3)
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0.A.C. 4901-7-01 Mirrored CWIP Allowances
Appendix A, Chapter 11,

Section B(I)

0.A.C. 4901-7-01 C-1 Jurisdictional Proforma Income
Appendix A, Chapter 11, Staternent

Section C(B)(1)

0.A.C. 4901-7-01 C-2 Detailed Jurisdictional Adjusted Net
Appendix A, Chapter II, Operating Income

Section C(B)(2)

0.A.C. 4901-7-01 C-2.1 Jurisdictional Allocation -
Appendix A, Chapter 11, Operating Revenues & Expenses by
Section C(B)(3) Account

0.A.C. 4901-7-01 C-3 Summary of Adjustmenis to
Appendix A, Chapter II, Jurisdictional Net Operating Income
Section C{C)(1)

0.A.C. 4901-7-01 C-3.1 Normalize Revenue & Expense
Appendix A, Chapter 11,

Section C(C)(2)

0.A.C. 4901-7-01 C-32 Eliminate Decoup/EE/ECF Revenue
Appendix A, Chapter II, and Expense

Section C(C)(2)

0.A.C. 4901-7-01 C-3.3 Rate Case Expense

Appendix A, Chapter II,

Section C(CH2)

0.A.C. 4901-7-01 C-3.4 Annualize Depreciation Expense
Appendix A, Chapter I,

Section C(C)(2)

0.A.C. 4901-7-01 C-3.5 Annualize Interest on Customer
Appendix A, Chapter 11, Service Deposits

Section C(C)(2)

0.A.C. 4901-7-01 C-3.6 Annualize Property Tax

Appendix A, Chapter II,

Section C(C)(2)

0.A.C. 4901-7-01 C-3.7 Normalize Interest Expense
Appendix A, Chapter I, Deduction

Section C(C)(2)

0.A.C. 4901-7-01 C-3.8 Reserved for Future Use

Appendix A, Chapter II,

Section C(C)(2)

O.A.C. 4901-7-01 C-3.9 Eliminate State Tax Rider Revenue
Appendix A, Chapter IJ, and Expense

Section C(C)(2)

0.A.C. 4901-7-01 C-3.10 Eliminate Non-jurisdictional
Appendix A, Chapter II, Expense

Section C(CK2)




Duke Energy Ohio, Inc.

Case No. 17-32-EL-AIR, ef al.
Standard Filing Requirements

0.A.C. 4901-7-0]
Appendix A, Chapter 11,
Section C(CX2)
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Adjust PUCO/OCC Assessments

0.A.C. 4901-7-01 C-3.12 Adjust Uncollectible Expense
Appendix A, Chapter II,

Section C(C)(2)

0.A.C. 4901-7-01 C-3.13 Annualize Commercial Activities
Appendix A, Chapter II, Tax

Section C(CX2)

0.A.C. 4901-7-01 C-3.14 Annualize Test Year Wages,
Appendix A, Chapter II, Pension and Benefits, and Payroll
Section C(C)(2) Tax Expense

0.A.C. 4901-7-01 C-3.15 Eliminate Merger Costs
Appendix A, Chapter II,

Section C{C)2)

0.A.C. 4901-7-01 C-3.16 Amortization of CRES Logo
Appendix A, Chapter II, Deferral

Section C(C)(2)

0.A.C. 4901-7-01 C-3.17 Amortization of OH Electric Choice
Appendix A, Chapter II, Supplier Site Deferral

Section C(C)(2)

0.A.C. 4901-7-01 C-3.18 Smatt Grid PISCC Amortization
Appendix A, Chapter Ii,

Section C(C)(2)

Q.A.C. 49G1-7-01 C-3.19 Public Service Advertising and
Appendix A, Chapter I1, Customer Education

Section C(C)(2)

0.A.C.4901-7-01 C-3.20 Street Light Audits

Appendix A, Chapter II,

Section C(C)(2)

0.A.C. 4901.7-01 c-321 Eliminate Smart Grid Amortization
Appendix A, Chapter I,

Section C(C)(2)

0.A.C. 4901-7-01 C-322 Amortization of IT System Cosis
Appendix A, Chapter II, related to Advanced Meter Opt-Outs
Section C(C)(2)

Q.A.C. 4901-7-01 C-3.23 Levelize O&M expense for New
Appendix A, Chapter [I, Customer Billing System

Section C(C)(2)

0.A.C. 4901-7-01 C-4 Adjusted Jurisdictional Federal
Appendix A, Chapter II, Income Taxes

Section C(D)(1)

0.A.C. 4801-7-01 C-4.1 Development of Jurisdictional
Appendix A, Chapter 11, Federal Income Taxes Before
Section C(D)(2) Adjustments
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0.A.C. 4901-7-01 C-5 Social and Service Club Dues
Appendix A, Chapter I1,
Section C{D}(3)(a)
0.A.C. 4901-7-01 C-6 Charitable Contributions
Appendix A, Chapter II,
Section C(D)(3)(b)
0.A.C. 49061-7-01 C-7 Customer Service & Informational,
Appendix A, Chapter II, Sales Expense & General
Section C(D)(4) Advertising
0.A.C. 4901-7-01 C-8 Rate Case Expenses
Appendix A, Chapter 11,
Section C(D)(5)
0.A.C. 4901-7-01 C-9 Operation & Maintenance Payroll
Appendix A, Chapter II, Cost
Section C(D)(6)
0.A.C. 4901-7-01 C-9.1 Total Company Payroll Analysis by
Appendix A, Chapter 11, Employee Class
Section C(D)(7)
0.A.C. 4901-7-01 C-10.1 Comparative Balance Sheet (Most
Appendix A, Chapter II, Recent 5 Years)(Include Notes)
Section C(E)(1)
0.A.C. 4901-7-01 C-102 Comparative Income Statement
Appendix A, Chapter I1, (Most Recent 5 Years)(Include
Section C(E)(2) Notes)
0.A.C. 4901-7-01 C-11.1 Statistics — Total Company
Appendix A, Chapter I, Revenue, Customers & Average
Section C(E)(3) Revenue
0.A.C. 4901-7-01 C-11.2 Statistics - Jurisdictional Revenue,
Appendix A, Chapter I, Customers & Average Revenue
Section C(E)(3)
0.A.C. 4901-7-01 C-11.3 Statistics - Company Sales,
Appendix A, Chapter I1, Customers & Average Sales
Section C(E)(3)
0.A.C. 4901-7-01 C-114 Statistics - Jurisdictional Sales,
Appendix A, Chapter II, Customers & Average Sales
Section C(EX3)
0.A.C. 4901-7-01 C-12 Analysis of Reserve For
Appendix A, Chapter 11, Uncollectible Accounts
Section C(E)(4)
0.A.C. 4901-7-01 D-1 Rate of Return Summary
Appendix A, Chapter II, (Labeled D-1a)
Section D{A)
0.A.C. 4901-7-01 D-1.1 Parent - consolidated Common
Appendix A, Chapter 11, Equity
Section D(B) {Labeled D-1b)
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0.A.C. 4901-7-01
Appendix A, Chapter II,
Section D(C)(1)

Debt & Preferred - Embedded Cost
of Short-term Debt

9 0.A.C. 4901-7-01 D-3 Debt & Preferred - Embedded Cost
Appendix A, Chapter II, of Long-term Debt
Section D(C)(2)

9 0.A.C. 4901-7-01 D-4 Debt & Preferred - Embedded Cost
Appendix A, Chapter II, of Preferred Stock
Section D{C)(3)

9 0.A.C. 4901-7-01 D-5 Comparative Financial Data
Appendix A, Chapter I1,
Section D(D)

10 0.A.C. 4901-7-01 E-1 Clean Copy Proposed Tariff
Appendix A, Chapter I1,
Section E(B)(1)

11 0.A.C. 4901-7-01 E-2 Clean Copy Current Tariff
Appendix A, Chapter II,
Section E(B)(2)(a)

12 0.A.C. 4901-7-01 E-2.1 Scored and redlined copy of current
Appendix A, Chapter II, tariff showing all proposed changes
Section E(B)2)(b)

12 0.A.C. 4901-7-01 E-3 Marrative Rationale for Tariff
Appendix A, Chapter [1, Changes
Section E(B)(3)

12 0.A.C. 4901-7-01 E-3.1 Customer Charge, Minimum Bill
Appendix A, Chapter II, Rationale
Section E(B)(4)

i3 0.A.C. 4901-7-01 E-32 Cost of Service Study
Appendix A, Chapter II,
Section E(BX5)

13 0.A.C. 4901-7-0] E-4 Class, Schedule Revenue Summary
Appendix A, Chapter II,
Section E{C)(2)(a)

13 0.A.C. 4901-7-01 E-4.1 Annual Test Year Revenue at
Appendix A, Chapter I, Proposed Rates vs Most Current
Section E (C)(2)(b) Rates

13 0.A.C. 4901-7-0] E-3 Typical Bill Comparison by Class &
Appendix A, Chapter II, Schedule
Section E(D)




DUKE ENERGY OHIQ, INC.
Case No. 17-32-EL-AIR
Supplemental Information (C)(4)

The most recent SEC Form 10-K, 10-Q, and 8-K of the applicant, and/or parent company,
if applicant is a wholly owned subsidiary. In addition, upon filing with the SEC, provide
all subsequent 10-K, 10-Q, and 8-K SEC reports to the staff through the date of the

hearing.

Response: See Attached.

Sponsoring Witness: David L. Doss



UNITED STATES SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

{Mark One)
= . ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal period ended December 31, 2015 or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission
file number

Registrant, State of Incorporation or Organization,

Address of Principal Executive Offices, and

Telephone Number

IRS Employer
Identification No.

&~ DUKE
i ENFRGY.

1-32853

DUKE ENERGY CORPORATION
(a Defaware corporation)
550 South Tryon Street
Charlotte, NC 28202-1803
704-382-3853

20-2777218

Registrant, State of Incorporation or Organization, Address

Commission

of Principal Executive Offices, Telephone Number and IRS

Commission file

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

file number Employer Identification Number number Employer Identification Number
1-4928 1-3274 DUKE ENERGY FLORIDA, LLC
DUKE ENERGY CAROLINAS, L1LC (formerly DUKE ENERGY FLORIDA, INC.}
{a North Carolina limited liability company) {a Florida limited liabilty company)
526 South Church Street 299 First Avenue Norih
Charlotte, North Carolina 28202-1803 St. Petersburg, Florida 33701
704-382-3853 704-382-3853
56-0205520 58-0247770
1-15929 PROGRESS ENERGY, INC, 1-1232 DUKE ENERGY CHIO, INC.
(a North Carolina corporation) (an Ohio corporation)
410 South Wilmington Street 139 East Fourth Street
Raleigh, North Carclina 27601-1748 Cincinnati, Ohio 45202
704-382-3853 704-382-3853
56-2155481 31-0240030
1-3382 DUKE ENERGY PROGRESS, L1L.C 1-3543 DUKE ENERGY INDIANA, LLC

{formerly DUKE ENERGY PROGRESS, INC.)
{a North Carolina limited liability company}
410 South Wilmington Street
Raleigh, North Carolina 27601-1748

Roegistrant
Duke Energy Corporation {Duke Energy)
Duke Energy

Duke Energy Carofinas, LLC (Duke Energy
Caralinas)

Progress Energy, Inc. {Progress Energy)
Duke Energy Progress, LLC (Duke Energy
Progress)

Duke Energy Florida, LLC (Duke Energy
Fiorida)

Duke Energy Ohio, Inc. {Duke Energy Ohic)

. Duke Energy Indiana, LLC (Duke Energy
Indiana}

704-382-3853

56-0165465

{formerly DUKE ENERGY INDIAMA, tnc.)
(an Indiana limited liabiity company)
1000 East Main Street
Plainfield, Indiana 46168
704-382-3853
35-0594457

SECURITIES REGISTERED PURSUANT TQ SECTION 12(B) OF THE ACT:

Title of each class
Common Stock, $0.001 par value

5.125% Junior Subordinated Debentures due January 15, 2073

Name of each exchanqge an
which registered

New York Stock Exchange, Ing,
New York Stock Exchange, Inc.

All of the registrant's limited liabiity company member interests are directly

owned by Duke Energy.

All of the registrant's common stock is directly owned by Duke Energy.
All of the registrant's limited liability company member interests are directly

owned by Duke Energy.

All of the registrant's limited liability company member interests are directly

owned by Duke Energy.

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

All of the registrant's fimited liability company member interests are directly

owned by Duke Energy.

SECURITIES REGISTERED PURSUANT TO SECTION 12(G) OF THE ACT: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act

Duke Energy Yes No O
Duke Energy Carolinas Yes No O
Progress Energy Yes O No @
Duke Energy Progress Yes & No O

Duke Energy Florida Yes X No O
Duke Energy Ohio Yes O No &
Duke Energy Indiana Yes O No &



Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act.
Yes 0 No &1 (Response applicable to all registrants.}
Indicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding

12 months (or for such sharter period that the registrant was required to file such reports}, and {2) has been subject to such fling requirements for the past 90 days. Yes & No
a

Indicate by check mark whether the registrants have submitied electronically and posted on their Gorporate website, if any, every Interactive Data File required to be submitted
and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months {or for such shorter period that the registrant was required o
submit and post such files). Yes X No O

Indicate by check mark i disclosure of delinquent filers pursuant to lkem 405 of Regulation S-K is not contained herein, and will not be contained, to the best of registrant's
knowledge, in definitive proxy or information statements incorporated by reference in Part Il] of this Form 10-K or any amendment to this Form 10-K.

Duke Energy Yes & No O

Duke Energy Florida Yes No O
Duke Energy Carolinas Yes @ No O Duke Energy Ohic Yes No O
Progress Energy Yes No O Duke Energy Indiana Yes & No O
Duke Energy Progress Yos E No O

Indicate by check mark whether Duke Energy is @ large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company, See the definitions of
“large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one): Large accelerated filer B Acceferated filer O
Non-accelerated filer O Smaller reporting company [

Indicate by check mark whether Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Flarida, Duke Energy Qhio and Duke Energy Indiana are
large accelerated filers, accelerated filers, non-accelerated filers, or smaller reporting companies. See the definitions of “large accelerated filer,” "accelerated filer” ang “smaller
reporting company” in Rule 12b-2 of the Exchange Act. (Check one): Large accelerated filer O Accelerated fler O Non-accelerated fler @ Smaler veporting company O
Indicate by check mark whether the registrants are a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No @

Estimated aggregate market value of the common equity held by nonaffiliales of Duke Energy at June 30, 2015. 48,570,203,631
Number of shares of Common Stock, $0.001 par value, outstanding at January 31, 2016. 688,377,923

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Duke Energy definitive proxy statement for the 2015 Annual Meeting of the Shareholders ar an amendment to this Annual Report are incorporated by reference
inte PART I, Item & ang PART IIf, Items 10, 11, 12 and 13 hereof,

This combined Form 10-K is filed separately by seven registrants: Duke Energy, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Flarida, Duke
Energy Ohio and Duke Energy Indiana {collectively the Duke Energy Registrants}. information contained herein relating to any individual registrant is fited by such registrant
solely on its own behaif. Each registrant makes no representation as to information relating exclusively to the other registrants.

Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio and Duke Energy Indiana meet the conditions set forth in General
Instructions 1{1}{a} and (b} of Farm 10-K and are, therafars, filing this form with the reduced disclsure format specified in General lnstructions §(2) of Form 10-K.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This document 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 1834.
Forward-looking statements are based on management's belisfs and assumptions and can often be identified by terms and phrases that include “anticipate,” “believe,” “intend,”
“estimate,” “expeci,” “continue,” “should,” “could,” "may,” “plan,” *project,” “predict,” “will,” “potential” “forecast,” “target,” "guidance,” “outlook” or other similar terminclogy.
Various faciors may cause actual results to be materlally different than the suggested outcomes within forward-looking statements; accordingly, there is no assurance that
such results will be realized. These factors include, but are not limited to:

State, federal and foreign legisiative and regulatory 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 rate structures or market prices;

The extent and timing of costs and liabilities to comply with federal and state laws, regulations, and legal requirements refated to coal ash remediation, including
amounts for required closure of certain ash impoundments, are uncertain and dificult 10 estimate;

The ability fo recover eligible costs, including amounts associated with coal ash mitigation such as coal ash impoundment retirement obligations and cost refated to
significant weather evenis, and earn an adequate return on investment through the regulatory process;

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

Credit ratings of the Duke Energy Registrants may be different from what is expected,;
Costs and efiects of legal and administrative proceedings, settiements, investigations and claims,

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

Federal and stafe regulations, 'aws and other efforts designed to promote and expand the use of energy efficiency measures and distributed generation technologies,
such as rooftop solar and batiery storage, in Duke Energy service territories could result in customers leaving the electric distribution system, excess generation
resources as well as stranded casts;

Advancements in technology;
Additional competition in electric markets and continued industry consaolidation;
Political, economic and regulatory uncertainty in Brazil and other countries in which Duke Energy conducts business;

The influence of weather and other natural phenomena on operations, including the econamic, operationa)l and other effects of severe storms, hurricanes, droughts,
earthquakes and tornadoes;

The ability to successfully operate electric generating facilities and deliver electricity to customers including direct or indirect effects to the company resulting from an
incident that affects the U.S. electric grid or generating resaurces;

The impact on facilities and business from a terrorist attack, cybersecurity threats, data security breaches, and other catastrophic events such as fires, explosions,
pandemic health events or other similar occurrences;

The inherent risks associated with the operation and potential construction of nuctear facilities, including environmental, health, safety, regulatory and financial risks;

The timing and extent of changes in commodity prices, interest rates and foreign currency exchange rates and the ability 10 recover such costs through the
regulatory process, where appropriate, and their impact an iquidity positions and the value of underlying assets;

The resulis of financing-efforts, including the ability to obtain financing on favorable terms, which can be affected by various factors, including credit ratings, interest
rate fiuctuations and general economic conditions;

Declines in the market prices of equity and fixed income securities and resuitant cash funding requirements for defined benefit pension plans, other post-retirement
benefit plans, and nuclear desommissioning trust funds;

Construction and development risks associated with the completion of Duke Energy Registrants’ capital investment projects, including risks related 1o financing,
obtaining and complying with terms of permits, meeting construction budgets and schedules, and satisfying operating and envirenmental performance standards, as
well as the ability to recover costs from customers in a timely manner or at all;

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

The ability to control operation and maintenance costs;

The level of creditworthiness of counterparties to transactions;

Ernployee workforce factors, including the potential inability to attract and retain key personnel;

The ability of subsidiaries to pay dividends or distributions to Duke Energy Corporation holding company {the Parent);

The performance of projecls undestaken by our nonregulated businesses and the success of efforts to invest in and develop new opportunities;




The effect of accounting pronouncemenis issued periodically by accounting standard-setting bodies;
The impact of potential goodwill impairments;
The abifty to reinvest prospective undistributed earnings of foreign subsidiaries or repatriate such sarnings on a tax-afficient basis;

The expected timing and likelihood of completion of the proposed acquisition of Piedmont Natural Gas Company, Inc. (Piedmont), including the timing, receipt and
terms and conditions of any required governmental and regulatory approvals of the proposed acquisition that could reduce anticipated benefits or cause the parties to
abandon the acquisition, and under certain specified circumstance pay a termination fee of $250 milion, as well as the ability o successfully integrate the businesses
and realize anticipated benefits and the risk that the credit ratings of the combined campany or its subsidiaries may be different from what the companies expect; and

The ability to successfully complete future merger, acquisition or divestiture plans.

In light of the various risks, uncertainties and assurmptions, the events described in the forward-looking statements might not occur or might occur to a different extent or ata
different time than described. Forward-looking statements speak only as of the date they are made; the Duke Energy Registrants expressly disclaim an obligation to publicly
update or revise any forward-leoking statements, whether as a result of new information, future events or otherwise.




Glossary of Terms

The following terms or acronyms used in this Form 10-K are defined below:

Term or Acranym

Definition

the 2010 Plan

the 2012 Edwardsport settlement

the 2012 Settlement
the 2013 Settlement

ACP

AFUDC
AHFS
ALJ
ANEEL

ACCI

ASRP

ASU

Board of Directors

Bison

Brunswick

CAA

CAIR

Calpine

Catawba

Catawba Riverkeepar

cc
CCR

CcCs

CECPCN

CEOQ

Cinergy

CO,

Coal Ash Act

Coal Ash Commission
coL

the Company

Consolidated Complaint

Duke Energy’s 2010 Long-Term Incentive Plan

Settiement agreemert in 2042 among Duke Energy indiana, the Office of Wiity Consumer Counselor, the Duke Energy Indiana
Industrial Group and Nucor Steel-Indiana

Settiement agreement in 2012 among Duke Energy Florida, the OPC and other customer advocates
Settiement agreement in 2013 among Duke Energy Florida, the OPC and other customer advocates

Allantic Coast Pipelne

Allowance for Funds Used During Construction

Assets held for sale
Administrative Law Judge
Brazilian electricity regulatory agency

Accumulated Other Comprehensive Income

Accelerated natural gas service line replacement program
Accounting standard update

Duke Energy Board of Directars

Bison Insurance Company Limited
Brunswick Nugclear Plant

Clean Air Act )

Clean Air Interstate Rule

GCalpine Corporation

Catawba Nuclear Station
Catawba Riverkeeper Foundation, inc.

Combined Cycle

Coal Combustion Residuals

Carbon Capture and Storage

Certificate of Environmental Compatibifty and Public Convenience and Mecessity

Chief Executive Officer

Cinergy Corp. {collectively with its subsidiaries)
Carbon Dicxide

North Carolina Coal Ash Management Act of 2014
Coal Ash Management Commission

Combined Construgticn and Operating License

Duke Energy Corporation and is subsidiaries

Correcled Verified Consolidated Sharehelder Derivative Complaint



CPCN
cpp

CRC
Crescent
Crystal River Unit 3

CSA

CSAPR

CcT

Certificate of Public Convenience and Necessity
Clean Power Plan

Cinergy Receivables Company, LLC
Crescent Resources LLC
Crystal River Unit 3 Nuclear Plant

Comprehensive Site Assessment

Cross-State Air Pollution Rule

Combustion Turbine




cwa

D.C. Circult Court

DEBS

DECAM

DECS
DEFR

DEGS

DEIGP

Deloitte

DEPR

DERF

Disposal Group

DCE

Dominion

DSM

Duke Energy

Duke Energy Audit Commities
Duke Energy Carolinas
Duke Energy Defendants
Duke Energy Florida
Cuke Energy Indiana
Duke Energy Kentucky

Duke Energy Ohio

Duke Energy Progress

Duke Energy Registrants

Duke Energy Retail
DukeNet

Dynegy

EE

EGU

EIP

ELG

EMC

EPA

Clean Water Act

U.S. Coust of Appeals for the District of Columbia

Duke Energy Business Services, LLC

Duke Energy Commercial Asset Management, LLC
Duke Energy Corporate Services
Duke Energy Florida Receivables, LLC

Duke Energy Generation Services, Inc.

Duke Energy International Geracao Paranapenema S.A.

Deloitte & Touche LLP, and the member firms of Deloitte Touche Tohmatsu and their respective affiliates

Duke Energy Progress Receivables, LLC
Duke Energy Receivables Finance Company, LLC

Duke Energy Ohio's nonregulated Midwest generation business and Duke Energy Retail Sales, LLC

.5, Department of Energy

Demirion Resources

Pemand Side Management
Duke Energy Corporation (collectively with its subsidiaries)

Audit Committee of the Board of Directors

Duke Energy Carolinas, LLC

Several current and former Duke Energy officers and directors named as defendants in the Consolidated Complaint
Duke Energy Florida, LLC (formerly Duke Energy Florida, Inc.)

Duke Energy Indiana, lnc. (subsequently Duke Energy Indiana, LLC)

Duke Energy Kenugky, Inc.

Duke Energy Ohio, Ing,

Duke Energy Progress, LLC (formerly 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
DukeMet Communications Heldings, LLC
Dynegy Inc.

Energy efficiency

Electric Generating Units

Progress Energy's Equity [ncentive Plan

Effluent Limitation Guidelines

Narth Garaling Envitonmental Management Commission

U.S. Enviranmental Protection Agency



EPC Engineering, Procurement and Gonstruction agreement

EPS Earnings Per Share

ESP 2014 Electric Security Pian

ETR Effective tax rate

Exchange Act Exchange Act of 1934

FASB Financial Accounting Standards Board
FERC Federal Energy Regulatory Commission

Fitch Fitch Ratings, Inc.




FMJO Florida Municipal Joint Owners - city of Qcala, Orlando Utilities Commission, city of Gainesville, city of Leesburg, Kissimmee Utility
Authority, Utiities Commission of City of New Smyrna Beach, city of Alachua and city of Bushnell

Form S-3 Registration statement

FPSC Florida Public Service Commission

FTC Federal Trade Commission

FTR Financial transmission rights

GAAP Generally Accepted Accounting Principles in the United States

Gas Settlement Seltlement agreement in 2013 among Duke Energy Ohio, PUCO Staff and intervening parties
GHG Greenhouse Gas

GPC Georgia Power Company

GWh Gigawalt-hours

Harris Shearon Harris Nuclear Plant

HB8 998 North Garolina House Bill 998, or the North Carolina Tax Simplification and Rate Reduction Act
Hines Hines Energy Complex

AP State Environmental Agency of Parana

IBAMA, Brazil Institute of Environment and Renewable Natural Resources

IBNR Incurred but not yet reported

Ic Internal combustion

IGEC Integrated Gasification Combined Cycle

Interim FERC tMitigation Interim firm power sale agreements mitigation plans related to the Progress Energy merger
IRP Integrated Resource Plans

IRS Internal Revenue Service

ISFSI Independent Spent Fuel Storage [nstallation

150 Independent System Operator

ITC Investment Tax Credit

IURC Indiana Utility Regulatory Commissicn

Investment Trusts Grantor trusts of Duke Energy Progress, Duke Energy Florida and Duke Energy Indiana
JDA Joint Dispateh Agreement

Joint Intervenors Intervencrs in matters related to the Edwardsport IGCC Plan, including the Citizens Action Coalition of Indiana, Inc., Sierra Club,

Inc., Save the Valley, Inc. and Valley Watch, Inc.

KPSC Kentucky Public Service Commission
kv Kiovolt

kWh Kilowatt-hour

Leo Nuclear Station Wiliam States Lee Il Nuclear Station

Levy Duke Energy Florida's proposed nuclear plant in Levy County, Florida



Legacy Duke Energy Directors

LIBOR

Long-Term FERC Mitigation
MATS

Mcf

McGuire

MGP

MISO

MMBtu

Members of the pre-merger Duke Energy Board of Directors
London Interbank Offered Rate

The revised market power mitigation plan related to the Progress Energy merger

Mercury and Air Toxics Standards (previously referred to as the Utility MACT Rule)
Thousand cubic feet

McGuire Nuclear Station

Manufactured gas plant

Midcontinent Independent System Operator, Inc.

Million British Thermal Unit




Moody's Moody's Investors Service, Inc.

MTBE Methyl tertiary butyi ether

MTEP MISO Transmission Expansion Pianning

MW Megawatt

MvP Multi Value Projects

MWh Megawatt-hour

NASDAG Nasdag Composiie

NCDEQ North Carolina Department of Environmental Quality {formerly the North Carolina Department of Environment and Natural
Resources)

NCEMG North Carolina Electric Membership Corporation

NCEMPA North Carolina Eastern Municipal Power Agency

NCRC Florida's Nuclear Cost Recovery Clause

NCSC Horth Carolina Supreme Court

NCUC Nerth Carolina Utilities Commission

NC WARN N.C. Waste Awareness and Reduction Network

NDTF Nuclear decommissioning trust funds

NEIL Nuclear Electric Insurance Limited

NMC National Methanol Company

NOL Net operating loss

NOV Notice of violation

NO, Nitrogen oxide

NPNS Normal purchase/normal sale

NRC U.5. Nuclear Regulatory Commission

NSR New Source Review

NWPA Nuclear Waste Policy Act of 1982

NYSE New York Stock Exchange

Qconee Oconee Nuclear Station

Chio EPA Ohio Environmental Protection Agency

OoPC Florida Office of Public Counsel

OPEB Other Post-Retirement Benefit Obligations

Osprey Plant acquisition

oucc

OVEC

Duke Energy Florida's proposed acquisition of Calpine Corporation's 599 MW combined-cycle natural gas plant in Auburndaie,

Florida

Office of Utlity Consumer Counsetor

Ohio Valley Electric Corparation



the Parent

PESC

PJM

Plea Agreements

Progress Energy

PSCSC

Public Staff

PUCO

PURPA

Duke Energy Corporation Helding Company

Progress Energy Service Company

PJM Interconnection, LLC

Plea Agreements entered into by Duke Energy Garolinas and Duke Energy Progress in connection with a criminal investigation
refated to the Dan River ash basin release and the management of coal ash basins in North Carolina

Progress Energy, Inc.

Public Service Commission of South Carolina
Marth Carolina Utilities Commission Public Staff
Public Uilities Commission of Ohio

Public Utility Regulatory Act of 1978




QF

RCA
RCRA

Relative TSR

the Resolutions

Robingon
RTO
Sabal Trail

SAFSTCR

SCDHEC

SEC

SELC

Segment Incame

50,

Spectra Energy

Spectra Capitat

S&P

830

State Utility Commissions

Subsidiary Registrants

Supreme Courl
Sutton

Suwannee project
TSR

u.s.

usboJ

VDEQ
VEBA1
Vermillion
VIE

WACC

Qualifying Facility

Revolving Credit Agreement
Resource Conservation and Recovery Act

TSR of Duke Energy stock relative to a pre-defined peer group

Proposed resolutions promuligated by the Brazilian electricity regulatory agency

Robinson Nuclear Station
Regional Transmission Organization
Sabal Trail Transmission, LLC

A method of decommissioning in which a nuclear faciity is placed and maintained in a gondition that allows the facility to be safely
stared and subsequently decontaminated to levels that permit release for unrestricted use.

South Carglina Department of Health and Environmental Confrol

Securities and Exchange Commission

Southern Environmental Law Center

Income from continuing operations net of income attributable to noncontrolling interests
Sulfur dioxide

Spectra Energy Corp.

Spectra Energy Capital, LLG (formerly Duke Capital LLC)

Standard & Poor's Rating Services

Standard Service Offer

NCUC, PSCSC, FPSC, PUCO, IURC and KPSC {Collectively})

Duke Energy Carofinas, Progress Energy, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio and Duke Energy
Indfana

U.S. Supreme Court

L.V. Sutton combined cycle faciity

Proposed 320 MW combustion turbine plant at Duke Energy Florida's Suwannee generating facifty
Total shareholder return

United States

United States Department of Justice Enviranmental Crimes Section and the United States Attorneys for the Eastern District of
North Carolina, the Middle District of North Carolina and the Western District of North Carolina, collectively

Virginta Department of Environmental Quality

Duke Energy Corporation Employee Benefits Trust
Vermilion Generating Station

Variable Interest Entity

Weighted Average Cost of Capital



VWVPA

Wabash Valey Power Association, Inc.




PART !

ITEM 1. BUSINESS

DUKE ENERGY

General

Duke Energy Corporation (collectively with its subsidiaries, Duke Energy) Is an energy company headquartered in Charlotte, North Carolina, subject to 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 (collectively referred 1o as the Subsidiary Registrants); Duke Energy Carolinas, LLC (Duke Energy Carolinas); Progress
Energy, Inc. {Progress Energy); Duke Energy Progress, LLC (formerly Duke Energy Progress, Inc.) (Duke Energy Progress); Duke Energy Florida, LLC (formerly Duke
Energy Florida, Inc.} (Duke Energy Florida); Duke Energy Ohio, Inc. {Duke Energy Ohio); and Duke Energy Indiana, LLC (formerly Duke Energy Indiana, inc.) {Duke Energy
Indiana). When discussing Duke Energy's consolidated financia! information, it necessarily includes the results of its Subsidiary Registrants, which along with Duke Energy, are
collectively referred to as the Duke Energy Registrants.

Duke Energy has entered into an Agreement and Plan of Merger (Merger Agreement) with Piedmont Natural Gas Company, Inc. {Piedmont), a North Carolina corporation.
Piedmont is an enelgy services company primarily engaged in the distribution of natural gas 1o residential, corumercial, industrial and power generation customers in portions of
North Carolina, South Carclina and Tennessee. Under terms of the Merger Agreement, Duke Energy wil acquire Pledmont for $4.9 bilion in cash and Piedmont will become a
wholly owned subsidiary of Duke Energy. Piedmont's common stock will be delisted from the New York Stock Exchange (NYSE). Duke Energy and Piedmont target to close the
{ransaction by the end of 2016 subject to meeting various conditions, including receipt of required regulatory approvals. For additional information see Note 2 10 the Consolidated
Financial Statements, "Acquisitions and Dispositions."

Duke Energy comgleted the sale of the nonregulated Midwest generation business and Duke Energy Retail Sales, LLC {collectively, the Disposal Group) ta Dynegy Inc.
(Dynegy) o April 2, 2015, for approximately $2.8 biliion in cash. The Disposal Group primarily included Duke Energy Ohio's coal-fired and gas-fired generation assets located
in the Midwest region of the United States and dispatched into the PJM wholesale market. The Disposal Group alsc included a retail sales subsidiary of Duke Energy, that
served retail electric and gas customers in Ohio with energy and other energy services at competitive rates. For additional information see Note 2 to the Consolidated Financial
Statements, "Acquisitions and Dispositions."

The Duke Energy Registrants electronically file reports with the Securities and Exchange Commission {SEC), including annuat reports on Form 10-K, quarterly reports on Form
10-Q, current reports on Form 8-K, 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 cbiain infarmation on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC also maintains an Internet site that contains
raports, proxy and information statements, and other information regarding issuers that file electronically with the SEC at http://www.sec.gov. Additionally, information about the
Duke Energy Registrants, including reports filed with the SEC, is available through Duke Energy's website at http:/iwww.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 its operations in three business segments; Regulated UHilities, International Energy and Commercial Portfolio {formerly Commercia! Power). The
remainder of Duke Energy’s operations are presented as Cther. Duke Energy’s chief operating decision maker regularly reviews financial information about each of these
business segments in deciding how to allocate resources and evaluate the performance of the business. For additional information on each of these business segments,
including financial and geographic information, see Nate 3 to the Congolidated Financial Statements, “Business Segments.”

The following sections describe the business and operations of each of Duke Energy's reportable 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 Energy Ohio.
These electric and gas operations are subject to the rules and regulations of the FERC, the North Carolina Utilifies Commission (NCUC), the Public Service Commission of
South Carolina (PSCSC), the Florida Public Service Commission (FPSC), the Indiana Utility Regulatory Commission (IURC), the Public Utilities Commissian of Qhio (PUCO),
and the Kentucky Public Service Commission (KPSC).

Regulated Utilities serves 7.4 million retall electric customers in six states in the Southeast and Midwest regions of the U.S. Its service area covers approximately 95,000
square miles with an estimated population of 24 million people. Regulated Utilities serves 525,000 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.



http://www.sec.gov
http://www.duke-energy.com
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The following table represents the distribution of billed sales by customer class for the year ended December 31, 2015.

Duke Cuke Duke Duke Duke
Energy Energy Energy Energy Energy
Carolinas, Progress, Floridag, Ohiog, Indianayg
Residential 32% 28% 50% 34% 21%
General service 33% 24% 38% 37% 25%
Industrial 25% 16% 8% 24% 31%
Total retail sales 90% 68% 96% 95% 83%
Wholesale and other sales 10% 32% 4% 5% 17%
Total sales 100% 100% 100% 100% 100%
(a) Primary general service sectors include health care, education, financial services, information technology and miltary buildings. Primary industrial sectors include
textiles, chemicals, rubber and plastics, paper, food and beverage, and auto manufacturing.
{b) Primary general service sectors inglude tourism, health care and government facilities and schools. Primary industrial sectors include phosphate rock mining and
pracessing and citrus and other food processing.
{c) Primary general service sectors include health care, education, real estate and rental leasing, financial and insurance services, wateriwastewater services, and
wholesale trade services. Primary industrial sectors include primary meta's, chemicals, food and beverage, and transportation.
(d) Primary general service sectors include retail, financial, health care and education services. Primary industrial sectors include metals, transportation, building

materials, food and beverage, and chemicals.

The number of residential, general service and industrial customers within the Regulated Utifties service territory is expected to increase over time, However, growth in the near
term has been hampered by current econemic conditions and confinued adoption of energy efficiencies. Average usage per residential customer is expected {o remain flat or
decline for the foreseeable future. While total industrial and general service sales increased in 2015 when compared to 2014, the growth rate was modest when compared to
historical periods.

Seasonality and the Impact of Weather

Regulated Utilties” costs and revenues are influenced by seasonal patterns, Peak sales of electricity occur during the summer and winter manths, resulting in higher revenue
and cash flows in these perieds. By conlrast, lower sales of electricity occur during the spring and fall, allowing for scheduled plant maintenance. Peak gas sales occur during
the winter months. Residantial and general service customers are most impacted by weather. 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 temperature variances from a normal condition and customers’ historic usage levels and patterns. The
methodology used to estimate the impact of weather does not consider all variables that may impact custemer response 1o weather conditions such as humidity in the summer
or wind chill in the winter. The precision of this estimate may also be impacied 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 fal's below a base temperature. Cooling-degree days measure the variation in weather based on the
extent the average daily temperature rises above the base temperature. Each degree of temperature below the base temperature counts as one heating-degree day and each
degres of temperature above the base temperature counts as one cooling-degree day.

Competition
Refait

Regulated Utilities’ businesses operate as the sole supplier of electricity within their service territories, with the exception of Ohio, which has a competitive electricity supply
market for generation service. Regulated Utilities owns and operates facilities necessary to transmit and distribute electricity and, except in Ohio, 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 regulatory
policy Is intended to provide safe and reliable electricity at fair prices. Competition in the: regulated electric distribution business is primarily from the development and
deployment of aliernative energy sources including on-site generation from industrial customers and distributed generation, such as rooflop solar, at residential, general service
and/or industrial customer sites.

Regulated Utilties is not aware of any proposed legislation in any of its jurisdictions that would give its retail customers the right to choose their electricity provider or otherwise
restructure or deregulate the electric industry including broadly subsidizing distributed generation such as rooftop solar.

Although there is no pending legislation at this time, if the retai jurisdictions served by Regulated Ulilties become subject to deregulation, the recovery of stranded costs could
become a significant consideration. Stranded costs primarily include the generaticn assets of Regulated Ulilities whose value in a competitive markeiplace may be less than
their current book value, as well as above-market purchased power commitments from qualifying facilities {QFs). The Public Utiity Regulatory Policies Act of 1978 {PURPA)
established a new class of generating facilties as QFs, typically small power production facilities that generate power within a utlity company’s service territory for which the
utiity companies are legally obligated to purchase the energy at an avoided cost rate. Thus far, all siates that have passed restructuring legistation have provided for the
opportunity to recover a substantial portion of stranded costs.
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Regulated Utilities’ largest stranded cost exposure is primarily related to Duke Energy Florida’s purchased power commitments with QF s, under which &t has futwre minimum
expected capactty payments through 2043 of $3.1 bilion. Duke Energy Florida was cbligated 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 recovery of the retail portion of the ¢ost of power
purchased from GiFs. For additional information related to these purchased pawer commitments, see Note 5 to the Consolidated Financial Statements, *Commitments and
Contingencies.”

In Chio, Regulated Utiiities canducts competitive auctions for electricity supply and purchases the gas commadity for natural gas service. The cost of energy purchased
through these auctions and the cost of gas purchases are recovered from retail customers. Regulated Utilities earns retail margin in Ohio on the fransmission and distribution of
elactricity and the distribution of gas and not on the cost of the underlying energy.

Wholesale

Regulated Utilties competes with other utiities and merchant generators for bulk power sales, sales to municipalities and ¢ooperatives, and wholesale transactions. The
principal factors in competing for these sales are price, availability of capacity and power, and reliability of service. Prices are influenced primarily by market conditions and fue!
costs.

Ingreased competttion in the wholesale electric ulility industry and the availabifity of transmission aggess 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 available to sell to the wholesale
market and the abiiity of Regulated Utilities 1o attract new customers and to retain existing customers.

Energy Capacity and Resources

Reguiated Utiliies owns approximately 50,000 megawatts {Mw) of generation capacity. For additional information on Reguilated Utiities’ generation faciities, see item 2,
“Properties.”

Energy and capacity are also supplied through contragts with other generators and purchased on the open market. Factors that could cause Regulated Utilties to purchase
power for its customers include generating plant cutages, extreme weather conditions, generation reliabilty, demand growth, and price. Regulated Utilties has interconnections
ant arrangements with #ts neighboring utiliies 1o faciitate planning, emergency assistance, sale and purchase of capasity and snergy, and refiability of power supply.

Regulated Utilities’ generation portfolio is a balanced mix of energy resources having different operating characteristics and fuel sources designed to provide energy at the
lowest possible cost o meet its obligation to serve retail cusiomers. All options, including owned generation resources and purchased power opportunities, are continually
evaluated on a reaHimea basis to select and dispatch the lowest-cost resources avaiable to mest syster load requirements.

Potential Plant Retirements

The Subsidiary Registrants periodically file Integrated Resource Plans (IRP) with state regutatory commissions. The IRPs provide a view of farecasted energy needs over a
long term (10 to 20 years) and options being considered to meet those needs. Recent IRPs filed by the Subsidiary Registrants included planning assumptions to potentially
retire certain coal-fired generating facilities earlier than their current estimated useful lives. These facilities do not have the requisite emission control equipment, primarily o
meet United States Environmental Protection Agency (EPA) regulations recently approved or proposed. Duke Energy continues to evaluate the potential need to retire these
coal-fired generating facilities earlier than the current estimated useful lives, and plans to seek regulatory recovery for amounts that would not be otherwise recovered when any
of these assets are retired. For additional information related to potential plant retirements see Note 4 to the Consolidated Financial Statements, “Regulatory Matters.”

On October 23, 2015, the EPA published in the Federal Register the Clean Power Plan (CPP) rule for regulating carbon dioxide {CO,) emissions from existing fossil fuel-fired
electric generating units (EGUsY. The CPP establishes CO, emissian rates and mass cap goals that apply to fossil fuekfired generation. Under the CPP, states are required to
develop and submt a final compliange plan, or an initial plan with an extension request, {o the EPA by September 2016, or no later than September 2018 with an approved
extension. These state plans are subject to EPA approval, with a federal plan applied to states that fail to submit a plan to the EPA, or if a state pfan is not approved. Legal
challenges to the CPP have been filed by stakeholders and motions to stay the requirements of the rule pending the outcome of the ftigation have been filed. The U.8. Supreme
Court granted a Mation to Stay in February 2016, effectively blogking enforcement of the rule until legal chalenges are resolved. Final resolution of these legal challenges could
take several years. Compliance with CPP could cause the industry to replace coal generation with natural gas and renewables, especially in states that have significant CQ,
reduction targets under the rule, Costs to operate coal-fired generation plants continue to grow due to increasing environmental compliance requirements, including ash
management costs unrelated to CPP, and this may result in the retirement of ceal-fired generation plants earfier than the current useful lives. Duke Energy continues to evaluate
the need to retire generating facilities and plans to seek regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements. However,
recovery is subject to future regulatory approval, including the recovery of carrying costs on remaining book values, and therefore cannot be assured.
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Sources of Electricity

Regulated Utiliies relies principally on coal, natural gas and nuglear fuel for its generation of electricity. The following table lists sources of electricity and fue! costs for the three
years ended December 31, 2015.

Cost of Delivered Fuel per Net

Generation by Source® Kilowatt-hour Generated (Cents)@

2015 2014 20130 2015 2014 2013
Coal 29.0% 335% 32.8% 3.24 3.54 3867
Nuclear®) 27.0% 26.1% 26.3% 0.65 0.65 0.66
Gas and oil®! 231% 19.0% 19.5% 374 4.70 4.18
All fuels {cost-based on weighted average}@ 79.1% 78.6% 78.6% 2.50 2.86 2.79
Hydroelectric and sotar® 0.8% 0.8% 1.3%
Total generation 79.9% 79.4% 79.9%
Purchased power and net interchange 20.1% 20.6% 20.1%
Total sources of energy 100.0% 100.0% 100.0%
(a} Statistics related to all juels refiect Regulated Utilities' ownership interest in jointly owned generation facilities,
(0 Generating figures are net of output required to replenish pumped storage facilities during off-peak periods.
(c) Purchased power includes renewable energy purchases.
(d) Inchades the effect of the Joint Dispatch Agreement (JDA).
(e) Amounts for 2014 and 2013 have been adjusted to reflect the inclusion of Duke Energy Ohio auction purchases from PJM and Purchased power and net interchange.
Coal

Reguated Utilities mests its coal demand through a portfolio of long-term purchase contracts and short-term spot market purchase agreements. Large amounts of coal are
purchased under long-term contracts with mining 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, Expiration dates for its long-term contracts, which have various price adjustment provigions and market re-openers, range from
2016 to 2017 for Duke Energy Carolinas, 2016 to 2018 for Duke Energy Progress, 2016 to 2017 for Duke Energy Florida, and 2016 to 2025 for Duke Energy indiana. Regulated
Utilittes expects to renew these contracts or enter into similar contracts with other suppliers as existing contracts expire, though prices will fluctuate over time as coal markets
change. Coal purchased for the Carolinas is primarily produced from minas in Central Appalachia, Northern Appalachia and the llincis Basin. Coal purchased for Florida is
primarily produced from mines in Colorado and the iliinois Basin. Coal purchased for Indiana is primarily produced in Indiana and llinois. Regulated Utilities has an adequate
supply of coal under contract to fuel its projected 2016 operations and a significant portion of supply to fuel its projected 2017 operations. As a result of lower natural gas prices
and less coal-fired dispatch within the generation fleet, coal inventories may periodically exceed production requirements and result in higher inventory levels. In these
circumsiances, Regulated Utilities has worked with suppliers to defer contracted deliveries, renegotiate existing contract volumes or has received regulatory support to adjust
generation dispaich to reduce the inventory levels.

The current average suifur content of coal purchased by Regulated Ulilities 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 percent for Duke Energy Florida, and between 2 percent and 3 percent for Duke Energy Indiana. Regulated
Utilities® environmenta! controls, in combination with the use of sulfur dioxide (SO;} emission allowances, enable Regulated WMilities to satisfy current SO, emission limitations far
its existing faciities.

Nuclear

The industrial processes for producing nuclear generating fuel generally involve the mining and miling of uranium ore to produce uranium concentrates, and services to convert,
enrich, and fabricate fue! assemblies.

Regulated Utilties 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 cantracts are diversified by supplier, country of origin and pricing. Regulated Utilities staggers its
contracting so that s portfalio of iong-term coniracts covers the majority of its fuel 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
complexities of changing suppliers o fuel fabrication services, Regulated Utilities generally sources these services to a single domestic supplier on a plant-by-plant basis using
muitiyear contracts.

Regulated Utilties has entered into fuel contracts that cover 100 percent of its uranium concentrates, conversion services, and enrichment services requirements through at
teast 2017 and cover fabrication services requirements for these plants through at least 2019. For future requirements not already covered under long-term contracts,
Regulated Utilties believes it wili be able to renew contracts as they expire, or enter into similar contractual arrangements with other suppliers of nuclear fuel materials and
services.
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Natural Gas and Oif

Natural gas and oil supply for Regulated Utjities’ generation fleet Is purchased under term and spot contracts from various suppliers. Duke Energy Carolinas, Duke Energy
Progress, Duke Energy Florikda and Duke Energy indiana use derivative instruments to fimit a portion of their exposure to price fluctuations for nateral gas, Regulated Utilties
has certain duakfuel generating faciities that can operate with both natural gas and ofl. The cost of Regulated Utilities’ natural gas and ollis 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 oil for the reasonably foreseeable
future, Regutated Utiliies’ 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 trans portation 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 purchases a portion of its capacity and system requirements through purchase obligations, leases and purchase contracts. Regulated Utilities believes it can
obtain adeqerate purchased power capacity to meet future system load needs. However, during periods of high demand, the price and availability of purchased power may be
significantly affected.

The following table summarizes purchased power the previous three years:

2015 2014 2013
Purchase obligations and leases (in milions of megawatt-hours (MWh))e 14.9 14.3 1.7
Purchases capacity under contract (in MW)® 4,573 4,500 3,800

(a) Represents approximately 5 percent of total system requirements for all years presented.
(b} These agreements include approximately 421 MW of firm capacity under contract by Duke Energy Florida with QF's.

Watural Gas for Refail Distrdbution

Regulated Utilities is responsible for the purchase and the subsequent delivery of natural gas to retail customers in its Chio and Kentucky service territories. Regulated Utilities'
natural gas procurement sirategy is to buy firm natura! gas supplies and firm interstate pipeline transportation capacity during the winter season and during the non-heating
season through a cambination of firm supply and transportation capacity along with spot supply and inferruptible transportation capacity. This strategy allows Regulated Utilties
to assure reliable natural gas supply for its non-curtailable customers during peak winter conditions and pravides Regulated Utilities the flexibility to reduce its contract
commitments if firm customers choose alternate gas. In 2015, firm supply purchase commitment agreements provided approximately 71 percent of the natural gas supply.

Inventory

Generation of electricity is capital intensive, Regulated Utilties must maintain an adequate stock of fuel and materials and supplies in grder to ensure continuous operation of
generating facilities and refiable defivery to customers, As of December 31, 2015, the inventory balance for Regufated Utilities was $3,702 million. For additional information on
inventory see Note 1 to the Consdlidated Financial Statements, “Summary of Significant Accounting Policies.”

Ash Basin Management

On September 20, 2014, the North Carolina Goal Ash Management Act of 2014 (Coal Ash Act) became law and was amended on June 24, 2015, by the Mountain Energy Act.
The Coal Ash Act established a Coal Ash Management Commission (Coal Ash Commission) to oversee handling of coal ash within the state and requires closure of ash
impoundments by no later than December 31, 2029 based an risk rankings, amongst other detailed requirements. The Coal Ash Act leaves the decision on cost recovery
determinations related to closure of coal combustion residual (CCR) surface impoundments (ash basins or impoundments) to the normal ratemaking processes before utility
regulatory commissions, Duke Energy has and will periodically submit to applicable authorities required site-specific coal ash impoundment remediation or closure plans. These
plans and all associated permits must be approved befare any work can begin.

On April 17, 2015, the EPA published Resource Conservation and Recovery Act (RCRA) in the Federal Register, establishing rules to regulate the disposal of coal combustion
residuals {CCR) from electric utilities as solid waste. The RCRA, and tha Coal Ash Act, as amended, finalized the legal framework related to coal ash management practices
and ash basin closure.

Duke Energy has advanced the strategy and implementation for the remediation or closure of coal ash basins. In 2015, Duke Energy began activities at certain sites within
Nerth Carolina specified as high risk by the Coal Ash Act with coal ash moving off-site for use in strugtural fill or to lined landfils.

For additional infarmation on the ash basins, see Notes 5 and 9 to the Gonsoiidated Financial Statements, "Commitments and Contingencies” ang "Asset Retirement
Qbligations," respectively.

Nuclear Matters

Regulated Utilities owns, wholly or partially, 11 nuclear reactors located at six stations. Nuclear insurance includes: nuctear liabilty coverage; property, decontamination and
premature decommissioning coverage; and replacement power expense coverage. Joint owners reimburse Regulated Utilities for certain expenses associated with nuclear
insurance in accordance with joint owner agreements. The Price-Anderson Act requires plant owners fo provide for public nuciear liabifty claims resulting from nuclear incidents
to the maximum total financial protection liability, which currently is $13.5 bilion. For additional information on nuclear insurance see Note 5 to the Consolidated Financial
Statements, “Commitments and Centingencies.”
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Regulated Utilities has a significant future financial commitment to dispose of spent nuclear fuel and decommission and decontaminate each plant safely. The NCUC, PSCSC
and FPSC require Regulated Utilities {o update their cost estimates for decommissioning their nuclear plants every five years.

The following table summarizes the fair value of nuclear decommissioning trust fund {NDTF) batances and cost study results for Duke Energy Carolinag, Duke Energy
Progress and Duke Energy Florida,

NDTF=
Decommissioning

{in millions) December 31, 2015 December 31, 2014 Costsy Year of Cost Study
Duke Energy $ 5825 § 5546 § 8,130 2013 and 2014
Duke Energy Carclinas 3,050 3,042 3,420 2013
Duke Energy Progress 2,035 1,701 3,550 2014
Duke Energy Florida® 740 803 1,160 2013
{a) Amounts for Progress Energy equal the sum of Duke Energy Progress and Duke Energy Florida.
{b) Amounts include the Subsidiary Registrants' ownership interest in jointly owned reactors. Other joint owners are responsible for decommissioning costs related to

their interest in the reactors.
{c) Duke Energy Florida received reimbursements from the NDTF for costs related o ongoing decommissioning activity of the Crystal River Unit 3 Nuclear Plant during

2015.

The NCUC, PSCSC. FPSC and FERC have allowed Regulated Utilities' to recover estimated decommissioning costs through retail and wholesale rates over the expecied
remaining service periods of their nuclear stations. Regulated Utilities believes the decommissioning costs being recovered through rates, when coupled with the existing fund
bafance and expected fund earnings, will be sufficient to provide for the cost of future decommissioning. Fer additional information see Note 9 to the Consolidated Financial
Statements, “Asset Retirement Obligations.”

The Nuclear Waste Policy Act of 1982 (as amended) {NWPA) provides the framework for development by the federat government of interim storage and permanent disposal
factities for high-level radioactive waste materials, The NWPA promotes increased usage of interim storage of spent nuclear fuel at existing nuclear plants. Regulated Utiities
will confinue 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 nuglear fuel and high-
level radicactive waste. Delays have occurred in the DOE's proposed permanent repository to be located at Yucca Mountain, Nevada. At this time, DOE's focus is on
developing consolidated storage for commercial spent nuclear fuel at one or more central sites rather than at a permanent repository.

Until the DOE begins 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, Under current regulatory guidelines, Harris Nuclear Plant has sufficient storage capaciy in its spent fuel paols through the expiration of its renewed operating
license. Crystal River Unit 3 was retired in 2013, and placed in SAFSTOR prior to final decommissioning. The spent fuel is currently stored in the spent fuel pool and an
independent spent fuel storage installation will be installed to accommodate storage of all the spent nuclear fuel until the DOE accepts the spent nuclear fuel. With certain
modifications and approvals by the U.S. Nuclear Regulatory Commission (NRC) to expand the on-site dry cask storage facilties, spent nuclear fuel dry storage facilities will be
sufficient to provide starage space of spent fue! through the expiration of the operating licenses, including any license renewals, for the Brunswick Nuclear Plant, Catawba
Nuglear Station, McGuire Nuclear Station, Ocanaa Nuclear Station and Robinsan Muclear Plant.

The nuclear power industry faces uncertainties with respect to the ¢ost and long-term availability of disposal sites for spent nuclear fuel and other radivactive waste, compliance
with changing regulatory requirements, capital cutlays for modifications and new plant construction, the technological and financial aspects of decommissiening plants at the end
of their icensed lives, and requirements relating to nuclear insurance.

Regulated Utilities is subject to the jurisdiction of the NRG for the design, construction and operaticn of its nuclear generating facilities. The following table ingludes the current
year of expiration of nuclear operating licenses for nuclear stations in operation. Nuclear operating licenses are potentially subject to extension.

Unit Year of Expiration
Duke Energy Carolinas

Catawba Unit 1 &2 2043
McGuire Unit 1 2041
McGuire Unit 2 2043
Oconee Unit 1 &2 2033
Oconee Unit 3 2034
Duke Energy Progress ) '

Brunswick Unit 1 2036
Brunswick Unit 2 : 2034
Harris 2046
Robinson . 2030
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Duke Energy Florida has requested the NRC fo terminate the Crystal River Unit 3 operating license as Crystal River Unit 3 permanently ceased operation in February 2013.
For additional information on decommissioning activity and transition to SAFSTOR, see Note 4 "Regulatory Matters "

The NRC issues orders with regard to security at nuclear plants in response to new or emerging threats. The most recent orders inchede additional restrictions on nuclear plant
access, ncreased security measures at nuclear faciities and closer coordination with intelligence, military, law enforcement and emergency response functions at ihe federal,
state and local levels. As the NRC, other governmental entities and the industry continue to consider security issues, it is possible that more extensive security plans could be

required.

Regulation

State

The NCUGC, PSCSC, FPSC, PUCO, IURC and KPSC (collectively, the state utilty commissians) apprave rates for retail electric and gas service within their respective states.
The state utility commissions, to varying degrees, have authority over the construction and operation of Regulated Ulilities' generating faciliies. Certificates of Public
Convenience and Necessity issued by the state utility commissions, as applicable, authorize Regulated Utilities to construct and operale its electric facilities, and to sell
electricity to retall and wholesale customers. Prior approval from the relevant state uliity commission is required for Regulated Utilities to issue securities, The underlying
concept of utility ratemaking is to set rates at a level that allows the utilty e collect revenues equal to its cost of providing service plus earn a reasonable rate of refurn on its
invested capital, including equity.

Each of the state ulility commissicns allow recovery of certain costs through various cest-recovery clauses to the extent the respective commission determines in periodic
hearings that such costs, including any past over or under-recoverad cosis, are prudent. The clauses aré in addition to approved base rates.

Fuel, fuel-related costs and certain purchased power costs are eligible for recovery by Regulated Utilties. Regulated Utilities uses coal, hydroelectric, natural gas, oil and
nuciear fuel to generate eleciricity, thereby maintaining a diverse fuel mix that helps mitigate the impact of cost increases in any one fuel, Due to the associated regulatory
treatment and the methad allowed for recovery, changes in fuel costs from year to year have no material impact on operating results of Regulated Utilities, unless a commission
finds a portion of such costs to 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 following table summarizes base rate cases approved and effective in the past three years.

Annual Return Equity Component
Increase on of Capital
(in millions} Equity Structure Effective Date Other

Duke Energy Carolinas 2013 North Carolina Rate Case® 3 234 10.2% ’ 53% September 2013 (b)

Duke Energy Carolinas 2013 South Carolina Rate Case® 118 10.2% 53% September 2013 (c}

Duke Energy Progress 2012 North Carolina Rate Case@ 178 10.2% 53% June 2013 (d}

Duke Energy Qhio 2012 Eleciric Rate Case 49 9.84% 53% May 2013

Duke Energy Ohio 2012 Natural Gas Rate Case -— 9.84% 53% December 2013 (e)

Duke Energy Florida 2013 FPSC Setlement -— 10.5% 49% October 2013 (£)(h)

Duke Energy Florida 2012 FPSC Settlement 150 10.5% 49% January 2013 {g)(h)

(a) Rates increase over a two or three year period as approved by the NCUC and PSCSC, Annual increase amounts represent the iotal increase once effective.

(b} Terms of this rate case include (i) recognition of nuclear outage expenses over the refueling cycle rather than when the outage occurs, (i) a $10 million shareholder
contribution 1o agencies praviding energy assistance fo low-income customers, and (i} an annual reduction in the regulatory liabilty for costs of removal of $30 million
{or each of the first two years.

{ch Terms of this rate case include (i) recognition of nuclear outage expenses over the refueling cycle rather than when the outage occurs, (i) an approximate $4 milion
sharehelder contribution to agencies providing energy assistance to low-income customers and for economic development, and (iii) a reduction in the regulatory
liability for costs of removal of $45 million for the first year.

(d} Terms of this rate case include (i} recognition of nuclear outage expenses over the refuefing cy<le rather than when the cutage occurs, (i) a $20 milion shareholder
contribution to agencies providing energy assistance fo low-income customers, and (iii} a reduction in the regulatory liability for costs of removal of $20 million for the
first year.

(e) Although the PUCO approved no increase in base rates, more than half of the revenue request was approved to be recovered in various riders, including recovery of
costs related to former manufactured gas plants (MGP). Recovery of $56 milion of MGP costs via a rider was approved in November 2013, The rider became
effective in March 2014, was suspended in June 2014 and reinstated in January 2015. For additional information on MGP recovery see Note 4 to the Consolidated
Financial Statements, “Regulatory Matters.”

(f) Terms of this settlement include (i} no additional base rate increases until 2019, {ii} partial recovery of Crystal River Unit 3, which began in 2014, and (iil} fuli recovery
of Crystal River Unit 3, not to exceed $1,466 million, plus the cost to build a dry cask storage facility, beginning no later than 2017. See Note 4, "Regulatory Matters,"
for information regarding Duke Energy Florida's nuclear asset securitizable balance related to Crystal River Unit 3.

{g) Terms of this settlement include the removal of Crystal River Unit 3 assets from rate base.

{h) Capital structure includes deferred income tax, customer deposits and investment tax credits.

For more infarmation on rate matters and other regulatory proceedings, see Note 4 to the Consolidated Financial Statements, “Regulatory Maiters,”
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Federal

The FERC approves Regulated Ulilities” cost-based rates for electric sales to certain wholesale customers, as well as sales of fransmission service. Regulations of FERC and
the state utility commissions govern access to regulated electric and gas customers and other data by nonregulated entities and services provided between regulated and
nonregulated energy affiiates. These regulations affect the activities of nonreguiated afiliates with Regulated Utlities.

Regional Transmission Qrganizations (RTO). PJM Interconnection, LLS (PJM) and Midcontinent Indepandent Transmission System Operator, Inc. (MISO) are the
Independent System Operators (1SO) and FERC-approved RTOs for the regions in which Duke Energy Ohio and Duke Energy Indiana operate. PJM and MISO operate
energy, capacity and other markets, and, through central dispatch, control the day-to-day operations of bulk power systems.

Duke Energy Ohio is a member of PJM and Duke Energy Indiana is a member of MISO. Transmission owners in these RTOs have turned over control of their transmission
facilities, and their transmission systems are currently under the dispatch controf of the RTOs, Transmission service is provided on a region wide, open-access basis using the
transmission facilties of the RTO members at rates based on the costs of transmission service,

Environmental. Regulated Utikties is subject to the jurisdiction of the EPA and state and local environmental agencies. For a discussion of environmental regulation, see
“Environmental Matters™ in this section.

See “Other Matters” section of Management's Discussion and Analfysis of Financial Condition and Resuits of Gperations for a discussion about potential Glabal Climate Change
fegisfation and other EPA regulations under development and the potential impacts such fegislation and regulation could have on Duke Energy’s operations.

INTERNATIONAL ENERGY

International Energy principally operates and manages power generation facilties and engages in sales and marketing of electric power, natural gas, and natural gas liquids
outside the U.S. Its activities principally target power generation in Latin America. Additionally, International Energy owns a 25 percent interest in National Methanal Company
(NMC), a large regional producer of methanol and methyl tertiary butyl ether (MTBE) located in Saudi Arabla. Internatienal Energy's economic ownership interest will decrease
to 17.5 percent upon successful startup of NMC's polyacetal production fagility, which is expected to occur in January 2017, International Energy wil retain 25 percent of the
board representation and voting rights of NMC. The investment in NMC is accounted for under the equity method of accounting.

On February 18, 2016, Duke Energy announced it had initiated a process to divest the International Energy business segment, excluding the equity method investment in NMC.
The process remains in a preliminary stage and there have been no binding or non-binding offers requested or subritted. Duke Energy can provide no assurance that this
process will result in a transaction and there is no specific timeline for execution of a potential transaction.

In December 2014, Duke Energy declared a taxable dividend of historical foreign earnings in the form of noies payable that resulted in the repatriation of approximately $2.7
billion in cash held and expected to be generated by International Energy over a peried of up to eight years. For additional information see Note 22 to the Consolidated Financial
Statements, “Income Taxes.”

Customers, Competition and Regulation
International Energy's customers include retail distributors, electric uilties, independent power producers, marketers, and industrial and commercial companies.

International Energy's sales and marketing of electric power and natural gas competes directly with other generators and marketers serving iis market areas. Competitors are
country and region-specific, but include government-owned electric generating companies, local distribution companies with self-generation capability and other privately owned
electric generating and marketing companies. The principal elements of competition are price and avaiabilty, terms of service, flexibility and refiability of service.

A high percentage of Infernational Energy’s portfolio consisis of baseload hydroglectric generation facilities, which compete with other forms of efectric generation available to
International Energy's customers and end-users, including natural gas and fuel oils. 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.

International Energy’s aperations are subject to both country-specific and international laws and regulations. See “Environmental Matters™ in this section,

COMMERCIAL PORTFOLIO
Commercial Portfolio primarily acquires, builds, develops, and aperates wind and solar renewable generation and energy transmission projects throughout the continental U.S.

The porifolio includes nonregulated renewable energy, electric transmission, natural gas infrastructure and energy storage businesses. The segment was renamed in 2015 as
a resutt of the sale of the nonregulated Midwest generation business, as discussed in Note 2 of the Gonsolidated Financial Statements, “Acquisitions and Dispositions.”
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Commercial Portfolio's renewable energy includes utiity-scale wind and solar generation assets which total more than 2,400 MW across 11 states from more than 22 wind
farms and 38 commercial solar farms. Revenues are primarily generated by selling the power produced from renewable generation through long-term confracts to utilities,
electric cooperatives, municipalities, and commercial and industrial customers. In most instances, these customers have obligations under state-mandated renewable energy
portfolic standards or similar state or local renewable energy goals. Energy and renewable energy credits generated by wind and solar projects are generaly sold at contractual
prices. In addition, as wind and sclar projects are placed in service, Commercial Portfolio recognizes either investment tax credits {ITC) when the renewable project achieves
commercial availability or production tax credits {(PTC) as power is generated by the project over 10 years. Renewable ITC are recognized over the usefu! life of the asset with
the benefit of the tax basis adjustment due to the ITC recognized in income in the year of commercial availability.

Duke Energy, through its Commercial Portfalio segment, is a 40 percent equity member of Atlantic Coast Pipeling, LLC, (ACP) that plans to build and own the proposed Atlantic
Coast Pipeline (the pipeline), a 564-mile interstate natural gas pipeline. The pipeline is intended to transport diverse gas supplies into southeastern markets. Duke Energy
Carolinas and Duke Energy Progress, among others, will be customers of the pipeline. The estimated in-service date of the pipeline is late 2018, For additional information on
the ACP equity investment and further details on the proposed pipeline, see Note 4 fo the Consolidated Financial Statements, “Regulatory Matters."

Commercial Portfolio also has a 7.5 percent equity ownership interest in the proposed Sabal Trail natural gas pipeline. The Sabal Trail pipeline is planned to begin service in
2017 and iraverse Alabama, Georgia and Florida to meet rapidly growing demand for natural gas In those states. For additiona! information on the Sabal Trall equity investment
and further details on the proposed pipeline, see Note 4 o the Consolidated Financial Statements, “Regulatory Matters."

Commercial Portfolic has executed investments to expand and grow the business through the addition of distributed solar projects, energy storage systems and energy
managemeni solutions specifically tallored to commercial businesses.

For additional information on Commercial Portfolio's generation facilities, see ltem 2, “Properties.”
Other Matters

Commercial Portfolio is subject to regulation at the federal level, primarily from the FERC. Regulations of the FERC govern access 1o regulated market information by
nonregulated entities, services provided between requiated and nonregulated utifilies, pipefine certification,

Far more information on rate matters, see Note 4 to the Consolidated Financial Statements, “Regulatory Matters — Rate Related Information.”
Market Envireniment and Competitian

The market price of commaodities and services, along with the quality and reliability of services provided, drive compelition in the wholesale energy business. Commercial
Portfalio’s main competitors include other nonregulated generators and wholesale power providers.

Sources of Electricity

Commercial Portfolio 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 operating segment, Other primarily includes unallocated corparate interest expense, certain
unallocated corporate costs, Bison Insurance Company Limited (Bison), Duke Energy's whally owned, captive insurance subsidiary, contributions 1o the Duke Energy
Foundation, and other minor and immaterial investments in businesses the Company retained from previous divestitures that are no tonger part of its current operating segment
or is in various stages of exiting or winding down.

Bison's principal activitlies as a captive insurance entlty include the indemnification of various businass risks and losses, such as property, workers' compensation and general
liability of Duke Energy subsidiaries and affiliates.

Regulation
Certain enfities within Other are subject to the jurisdiction of state and local agencies.
Geographic Regions

For a discussion of Duke Energy’s foreign operations see “Management's Discussion and Analysis of Resuits of Operations” and Note 3 to the Consolidated Financial
Statements, “Business Segments.”

Employees

On December 31, 2015, Duke Energy had a total of 29,188 employees on its payroll. The total includes 5,371 employees who are represented by labor unions under various
collective bargaining agreements that generally cover wages, benefits, working practices, and ather terms and conditions of employment.
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Executive Officers of the Reglstrants

The following table sets forth the individuals who currently serve as executive officers. Executive officers serve until their successors are duly elected or appointed,

Name

Ageh) Current and Recent Positions Held

Lynn J, Good 56 Chairman, Presitent and Chief Executive Officer. Ms. Good was elected as Chairman of the Board, effective January 1, 2016, and

assumed her position as President and Chief Executive Officer in July 2013, Prior to that, she served as Executive Vice President and
Chief Financial Officer since 2009,

Steven K. Young 57  Executive Vice President and Chilef Financial Officer. Mr. Young assumed his current position in August 2013. Prior to that, he had

served as Senior Vice President, Chief Accounting Officer and Controller since April 2006.

Douglas F Esamann 58  Executive Vice President and President, Midwest and Florida Regions. Mr. Esamann assumed his current position in June 2015.

Priar to that he was President, Duke Energy Indiana since November 2010.

Lioyd M. Yates 55 Executive Vice President, Market Solutions and President, Carolinas Region. Mr. Yates assumed his current position in August

2014. He held the position of Executive Vice President, Regulated Utilities fram December 2012 to August 2014, and prior to that, had
served as Executive Vice President, Customer Operations since July 2012, upon the merger of Duke Energy and Progress Energy.
Prior to the merger, Mr. Yates was President and Chief Executive Officer of Progress Energy Carolinas, Inc., which is now known as
Duke Energy Progress, LLG. singe July 2007,

Dhiaa M. Jamil 53  Executive Vice President and President, Regulated Generation and Transmission. Mr. Jamil assumed his current position in

June 2015, Prior to that he had served as Executive Vice President and President, Regulated Generation since August 2014. He
served as Executive Vice President and President of Duke Energy Nuclear from March 2013 and as Chief Nuclear Officer from
February 2008 to August 2014. He also served as Chief Generatian Officer for Duke Energy from July 2008 to June 2012.

Julia 8. Janson 51  Executive Vice President, Chief Legal Officer and Corporate Secretary. Ms. Janson assumed her current position in December

2012 and, in February 2016, assumed the interim res ponsibilities for the External Affairs and Strategic Policy organization. Prior to that,
she had held the position of President of Dukse Energy Ohic and Duke Energy Kentucky since 2008.

AR, Mullinax 61  Exocutive Vice President, Strategic Services, Mr. Mullinax assumed his current position in August 2014. Priar to that, he had held

the position of Chief Information Officer since 2007,

Melissa H. Anderson 51 Senior Vice President and Chief Human Resources Officer. Ms. Anderson assumed her position in January 2015, Prior to joining

Duke Energy, she served as Senior Vice President of Human Resources at Domtar inc. since 2010,

Brian D. Savoy 40  Senior Vice President, Chief Accounting Officer and Controller. Mr. Savoy assumed his current position in September 2013.

Prior to that, he had held the position of Director, Forecasting and Analysis since 2009.

{a) The ages of the officers provided are as of December 31, 2015,

There are no family relationships between any of the executive officers, nor any arrangement or understanding between any executive officer and any other person inveolved in
officer selection.

Environmental Matters

The Duke Energy Registrants are subject to federal, state and local laws and regulations with regard to 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 1o air and water quality, hazardous and solid waste disposal and cther
environmental matters. Envirenmental laws and regulations affecting the Duke Energy Registrants include, but are not limited to:

The Clean Air Act (CAA), as well as state laws and regulations impacting air emissions, including State Implementation Plans related to existing and new national
ambient air quality standards for ozone and particulate matter. Owners and/or operators of air emission sources are responsible for obtaining permits and for annual
compliance and reporting.

The Clean Water Act {CWA), which requires permits for facifities that discharge wastewaters into the environment.

The Comprehensive Environmental Response, Compensation and Liability Act, which can require any individual or entity that currently owns or in the past may have
owned or operated a disposal site, as well as transporters or generators of hazardous substances sent to a disposal site, fo share in remediation costs.

The Solid Waste Disposal Act, as amended by the RCRA, which requires certain solid wastes, including hazardous wastes, to be managed pursuant to a
comprehensive regulatory regime.

The National Environmental Policy Act, which requires federal agencies to consider potential environmental impacts in their decisions, including siting approvals.

The CPP, which regulates CO, emissions from existing fossil fuelHired electric generating units by requiring states to develop and submit final compliance plans, or
initial plans with an extension request, to the EPA by September 6, 2016, or no later than September 6, 2018, with an approved extension. On February 9, 2018, the
U.S. Supreme Gourt granted a stay against the GPP halting enforcement until legal challenges are resolved.
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. Coal Ash Act, as amended, which establishes regulations regarding the use and closure of existing ash basins, the disposal of ash at active coal plants and the
handling of surface water impacts from ash basins in North Carolina.

. CCR, which classifies CCR as nonhazardous waste under RCRA and establishes requirements regarding landfill design and management and monitoring of CCR.

See “Other Matters” section of Management's Discussion and Analysis of Financial Condition and Results of Operations for a discussion about potential Global Climate Change
legislation and the potential impacts such legislation could have on the Duke Energy Registrants' operations, Additionally, other recently passed and potential future
environmental laws and regulations could have a significant impact on the Duke Energy Registrants’ results of operations, cash flows or financial position. However, if and when
such laws and regulations become effective, the Duke Energy Registrants will seek appropriate regulatory recovery of costs to comply within its regulated operations.

For more information on environmental matters involving the Duke Energy Registrants, including possible liability and capital costs, see Note 5 to the Consolidated Financial
Statements, “Commitments and Contingencies — Environmental.” Except to the exient discussed in Note 5 to the Consolidated Financial Statements, “Commitments and
Contingencies,” compliance with current international, federal, state and lacal provisions regulating the discharge of materials into the environment, or otherwise protecting the
environment, is incorporated into the routing cost structure of our various business segments and Is not expected to have a malerial adverse effect on the competitive position,
consolidated results of operations, cash flows or financial position of the Duke Energy Registrants.

DUKE ENERGY CAROLINAS

Duke Energy Carolinas is a regulated public utility primarily engaged in the generation, transmission, distribution, and sale of electricity in portions of North Caralina and South
Carolina. Duke Energy Carclinas’ service area covers approximately 24,000 square miles and supplies electric service to 2.5 million residential, commercial and industrial
customers. For information about Duke Energy Carclinas’ generating faciities, see ltem 2, “Properties.” Duke Energy Carclinas is subject to the regulatory provisions of the
NCUC, PSCSC, NRC and FERC.

Substantially all of Duke Energy Carolinas” operations are requlated and qualify for regulatory accounting. Duke Energy Caralinas operates one reportable business segment,
Regulated Utilities. For additional information regarding this business segment, including financial information, see Note 3 1o the Consolidated Financial Statements, *Business
Segments.”

PROGRESS ENERGY

Progress Energy is a public utility holding company primarily engaged in the regulated electric utility business and is subject o regulation by the FERC. Progress Energy
conducts operations through its wholly owned subsidiaries, Duke Energy Progress and Duke Energy 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 regultated and qualify far regulatory accounting. Progress Energy operates one reportable business segment, Regulated
Utilities. For addifional information regarding this business segment, including financial information, see Note 3 to the Consolidated Financial Statements, “Business Segments.”

DUKE ENERGY PROGRESS

Duke Energy Progress is a regulated public utiity primarily engaged in the generation, transmission, distribution and sale of electricity in portions of North Caralina and South
Carolina. Duke Energy Progress’ service area covers approximately 32,000 square miles, and supplies electric service to approximately 1.5 million residential, commercial and
industrial customers. For information about Duke Energy Progress’ generating facilities, see ltem 2, “Praperties.” Duke Energy Progress is subject to the regulatory provisions
of the NCUC, PSCSC, NRC and FERC.

Substantially al of Duke Energy Progress’ operations are regulated and qualify for regufatory accounting. Duke Energy Progress operates one reportable business segment,
Regulated Ultilties. For additional information regarding this business segment, including financial informaticn, see Note 3 to the Consolidated Financial Statements, “Business
Segments.”

DUKE ENERGY FLORIDA

Duke Energy Florida is a regulated public utilty primariy 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 milion residential, commercial and industrial customers. For
information about Duke Energy Florida’s generating facilities, see Item 2, “Properties.” Duke Energy Florida is subject to the regulatory provisions of the FPSC, NRC and FERC.

Substantially all of Duke Energy Florida's operations are regulated and qualify for regulatory accounting. Duke Energy Florida operates one reportable business segment,
Regulated Utilities. For additional information regarding this business segment, including financial information, see Note 3 to the Consolidated Financial Statements, “Business
Segments.”

DUKE ENERGY OHIO

Duke Energy Ohio is a regulated public uliity primarily engaged in the transmission and distribution of electricity in portions of Ohio and Kentucky, in the generation and sale of
electricity in portions of Kentucky, and the transportation and sale of natural gas in portions of Ohio and Kentucky. Duke Energy Chio also conducts competitive auctions for
retail electricity supply in Ohio whereby recovery of the energy price is from retail customers. Operations in Kentucky are conducted through its wholly owned subsidiary, Duke
Energy Kentucky, Inc. {Duke Energy Kentucky). References herein to Duke Energy Ohio include Duke Energy Ohio and its subsidiaries, unless otherwise noted. Duke Energy
Ohio is subject to the regulatory provisions of the PUCO, KPSC and FERC.
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Duke Energy Ohio's service area covers approximately 3,000 square miles and supplies electric service to approximately 840,000 residential, commercial and industrial
customers and provides transmission and distribution services for natural gas to approximately 525,000 customers. For information about Duke Energy Ohio's generating
facilities, see iten 2, “Properties.”

Qn April 2, 2015, Duke Energy completed the sals of its nonregutated Midwest generation business, which sold pawer into wholesala energy markets, to a subsidiacy of
Dynegy. For further information about the sale of the Midwest Generation business, refer to Note 2 to the Consolidated Financial Statements, "Acquisitions and Dispesitions."

Substantialy all of Duke Energy Ohio’s operations that remain after the sale qualify for regulatory accounting.
Business Segments

Duke Energy Ohio had two reportable operating segments, Regulated Utilities and Commergial Portfolio, prior to the sale of the nonregulated Midwest generation business. As a
result of the sale Commercial Portfolio no langer qualifies as a Duke Energy Ohio reporiable operating segment. Therefore, for periods subsequent to the sale, beginning in the
second guarter of 2015, all of the remaining assets and related results of operations previously presented in Commercial Portfolic are presented in Regulated Utilities and Other.
Far additional information on this business segment, including financial information, see Nate 3 to the Consolidated Financial Statements, “Business Segments,”

DUKE ENERGY INDIANA

Duke Energy Indiana is a regulaled public utiity primarily engaged in the generation, iransmission, distribution and sate of electricity in portions of Indiana. Duke Energy Indiana's
service area covers 23,000 square miles and supplies electric service to 810,000 residential, commercial and industrial customers. See ltem 2, “Properties” for further
discussion of Duke Energy Indiana's generaling facilties, transmission and distribution. Duke Energy Indiana is subject to the regulatory provisions of the IURC and FERC.

Substantialiy all of Duke Energy Indiana’s eperations are regulated and qualify for regufatory aceounting. Duke Energy Indiana operates one reportable business segment,

Regulated Utilities, For additional information regarding this business segment, including financial information, see Note 3 to the Consolidated Financial Statements, “Business
Segments.”

ITEM 1A. RISK FACTORS

In addition to other disclosures within this Form 10-K, including Management's Discussion and Analysis — Matters Impacting Future Results for each registrant in Item 7, and
aother documents filed with the SEC from time to time, the following factors showld be considered in evaluating Duke Energy and its subsidiaries. Such factors could affect actual
results of operations and cause results to differ substantialiy from those currently expected or soughti. Unless otherwise indicated, risk factors discussed below generally relate
10 risks associated with all of the Duke Energy Registrants. Risks identified at the Subsidiary Regisirant level are generally applicable to Duke Energy.

Duke Energy may be unable to obtain the approvals required to complete fts acquisition of Piedmont o, in order 0 do so, the combined company may be
required to comply with material restrictions or conditions,

On October 24, 2015, Duke Energy entered into a Merger Agreement with Piedmont. For the acquisition to be completed, various approvals must be obtained from state utility
and regulatory authorities. These governmental autharities may impose conditions on the completion, or require changes to the terms, of the transaction, including restrictions
or conditions on the business, operations, or financial performance of the combined company following completion of the transaction. These conditions or changes could have
the effect of defaying completion of the acquisition ar imposing additional costs on or limiting the revenues of the combined company following the transaction, which could have
a material adverse effect on the financial position, results of operations or cash flows of the combined company and/or cause efther Duke Energy or Piedmont to abandon the
transaction.

If completed, Duke Energy’s acquisition of Piedmont may not achieve its infended resuits.

Duke Energy and Piedmant entered into the merger agreement with the expectation that the transaction would result in various benefits, Including, amang other things, being
aceretive to earnings and foundational to establishing a broader gas infrastructure business within Duke Energy. Achieving the anticipated benefits of the fransaction is subject
1o a number of uncertainties, including whether the business of Piedmont is integrated in an efficient and effective manner. Failure to achieve these anticipated benefits could
result in increased costs; decreases in the amount of expected revenues generated by the combined company and diversion of management's time and energy, all of which
could have an adverse effect an the combined company’s financial position, results of eperations or cash flows.

Fafiure to complote the fransaction with Piedmont could negatively impact Duke Energy's stock price and Duke Energy’s future businoss and financial results.

If Duke Energy's acquisition of Piedmant is not completed, Duke Energy’s ongoing business and financial results may be adversely affected and Duke Energy will be subject to
a number of risks, including the following:

. Duke Energy may ba required, under specified circumstances set forth in the Merger Agreement, to pay Piedmont a termination fee of $250 millian;

. Duke Energy wil: be required to pay costs relating to the transaction, including legal, accounting, financial advisory, fiing and printing costs, whether or not the
transaction is completed; and

. execution of Duke Energy’s acquisition of Pledmont {including integration planning} may require substantial commitments of time and resources by our management,
which could otherwise have been devoted to other opportunities that may have been beneficial to Duke Energy.
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Duke Energy could also be subject 1o litigation related to any failure to complete the transaction with Piedmont. if the transaction is not completed, these risks may materialize
and may adversely affect Duke Energy’s financial position, results of operations or cash flows.

Regulatory, Legislative and Legal Risks

The Duke Energy Registrants’ regulated electric revenues, eamings and results are dependent on state legislation and regulation that affect electric 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 basis subject to statutes and regulatory commission rules and
procedures of North Carolina, Scuth Caroling, Florida, Ohio, Indiana and Kentucky. If the Duke Energy Registrants’ regulated utility earnings 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 earnings. Additionally, if regulatory bodies do not allow recovery of costs incurred in providing servige cn a timely basis, the Duke Energy Registrants’ future earnings
coutld be negatively impacted.

if legistative and reguiatory strittures were to evolve in such a way that the Duke Energy Registrants’ exclusive rights 1o serve (heif reguiated customers were efoded, their
fulure earnings could be negatively impacted. In addition, federal and state regulations, laws and other efforts designed to promote and expand the use of energy efficiency
measures and distributed generation technologies, such as rooftop solar and battery storage, in Duke Energy service terrifories could result in Gustomers leaving the electric
distribution system and an increased customer net energy metering, which allows customers with rooftop solar to receive bill credits for surplus power at the full retad amount,
Over time, customer adaption of these technologies and Increased energy efficiency could result in excess generation resources as well as stranded costs if the Company Is
not able to fully recover the costs and investment in generation.

Deregulation or restructuring in the electric industry may result in increased competition and unrecovered costs that could adversely affect the Duke Energy
Registrants’ financial position, results of operations or cash flows and their utility businesses,

Increased competition resulting from deregulation or restructuring legislalion could have a significant adverse impact on the Duke Energy Registrants’ results of operations,
financial position, or cash flows. Retail competition and the unbundling of regulated electric service could have a significant adverse financial impact on the Duke Energy
Registrants due to an impairment of assets, a loss of retail customers, lower profit margins or increased costs of capital. The Duke Energy Registrants cannot predict the
extent and timing of eniry by additional competitors into the electric markets. The Duke Energy Registrants cannot predict # or when they will be subject to changes in legislation
or reguiation, nor can they predict the impact of these changes on their financial position, results 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 Registrants are subject ta regulation by FERC, NRC, EPA and various other federal agencies as well as the North American Electric Reliability Corporation.
Regulation affects almost every aspect of the Duke Energy Registrants’ businesses, including, among other things, their ability to: take fundamental business management
actions; determine the terms and rates of transmission and distribution services; make acquisitions; issue equity or debt securities; engage in transactions with other
subsidiaries and affiliates; and pay dividends upstream to the Duke Energy Registrants. Changes to 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 costs and liabilities related to the Dan River ash basin release, including the amount and extent of any
pending or future civil penalties and resulting litigation. These uncertainties are likely to continue for an extended period and may further increase costs. Thus, the Dan River
ash basin release could have an adverse impact on the reputation of the Duke Energy Registrants and their financial position, results of operations and cash flows.

The Duke Energy Registrants 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 to environmental liabilities,

The Duke Energy Registrants are subject to numerous environmental laws and regulations affecting many aspects of their present and future operations, including CCRs, air
emissions, water quality, wastewater discharges, salid 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 o obtain and comply with a wide variety of environmental licenses, permits, inspections and other
approvals. Compliance with environmental laws and regulations can require significant expenditures, including expenditures for cleanup costs and damages arising from
contaminated properties. Failure to comply with environmenta! regulations may result in the imposition of fines, penalties and injunctive measures affecting operating assets. The
steps the Duke Energy Regisirants could be required to 1ake 1o ensure their faciiiies are in compliance could be prohibiiively expensive. As a result, the Duke Energy
Registrants may be required to shut down or alter the operation of thelr faclilities, which may cavse the Duke Energy Registrants to incur losses. Further, the Duke Energy
Registrants may not be successful in recovering capital and operating costs incurred to comply with new environmental regulations through existing regulatory rate structures
and their contracts with customers. Also, the Duke Energy Regisirants may not be able to obtain or maintain from time to time all reqquired environmental regulatory approvals
for their operating assets or development projects. Delays in obtaining any required environmental regulatory approvals, failure to obtain and comply with them or changes in
environmental laws or regulations to more stringent compliance levels could result in additional costs of operation for existing faciities or development of new facilities being
prevented, delayed or subject to additional costs. Although itis not expected that the costs to comply with cureent environmental regulations will have a material adverse effect
on the Duke Energy Registrants’ financial position, results of operations or cash flows due to regulatory cost recovery, the Duke Energy Registranis are at risk that the costs of
complying with environmental regulations in the future will have such an effect.
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The EPA has recently enacted or proposed new federal regulations governing the management of cooling water intake strugiures, wastewater and CQ; emissions. These
regulations may require the Duke Energy Registranis to make additional capital expenditures and increase operating and maintenance costs.

Duke Energy's investments and projects located outside of the U.S. expose it to risks related to the laws, taxes, economic and political conditions, and policies
of foreign govemments, These risks may delay or reduce Duke Energy’s realization of value from its international projects.

Duke Energy currently owns and may acquire and/or dispose of material energy-related investments and projects outside the U.S. The economic, regulatory, market and
political conditions in some of the countries where Duke Energy has interests may impact its ability to obtain financing on suitable terms. Other risks relate fo its customers’
ahility {0 honor their obligations with respect to projects and ivestments, delays in construction, limitations on its abilty to enforce legal rights, and interruption of business, as
well as risks of war, expropriation, nationalization, renegotiation, trade sanctions or nuliification of existing contracts and changes in law, regulations, market rules or tax policy.

Operational Risks
The Duke Energy Registrants’ resulis of operations may be negatively affected by overall market, economic and other conditions that are beyond their control,

Sustained 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 economic downturns in the Duke Energy Registrants’ regulated electric service territories will reduce overall sales and lessen
cash flows, especially as industrial customers reduce production and, therefore, consumption of electricity. Aithough the Duke Energy Registrants’ regulated electric business
is subject to regulated allowable rates of return and recovery of certain costs, such as fuel, under periodic adjustment clauses, overal declines In electricity sold as a result of
economic dowsturn or recession could reduce revenues and cash flows, thereby diminishing results of operations. Additionally, prolonged economic downturns that negatively
impact the Duke Energy Registrants' resulis of operations and cash flows could result in future material impairment charges to write-down the carrying value of certain assets,
including goodwill, to their respective fair values.

The Duke Energy Registrants also sell electricity into the spot market or ather competitive power markets on a contractual basis. With respect to such transactions, the Duke
Energy Registrants are not guaranteed any rate of return on their caplital investments through mandated rates, and revenues and resuits of operations are likely to depend, in
large part, upon prevailing market prices. These market prices may fluctuate substantially aver relatively short periods of time and could reduce the Duke Energy Registrants’
revenues and margins, 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 fallows:

. weather conditions, including abnormaly mild winter or summer weather that cause lower energy usage for heating or cooling purposes, respectively, and perieds of
low rainfall that decrease the ability to operate facilities in an economical manner;

. supply of and demand for energy commodities;

. transmission or transportation constraints or inefficiencies that impact nonregulated energy operations;

. avallabiity of competitively priced alternative energy sources, which are preferred by some customers over electricity produced from coal, nuclear or gas planis, and
customer usage of energy efficient equipment that reduces energy demand;

. natural gas, crude ¢il and refined products production levels and prices;

. abiity 1o procure salisfactory levels of inventory, such as coal, gas and uranium; and

. capacity and iransmission service into, or out of, the Duke Energy Registrants’ markets.

Natural disasters or operational accidents may adversely affect the Duke Energy Registrants’ operating results.

Natural disasters (such as electromagnetic events or the 2011 earthquake and tsunami in Japan) or other operational accidents within the company of 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 1o policies, laws and regulations whose compliance costs have a significant
impact on the Duke Energy Registrants’ financia! position, results of operations and cash flows.,

The reputation and financial condition of the Duke Energy Registrants could be negatively impacted due to their obligations to comply with federal and state
regulations, laws, and other legal requirements that govern the operations, assessments, storage, closure, remediation, disposal, and monitoring relating to coal
combustion residuals (CCR), the high ¢osts and new rate impacts associated with implementing these new CCR-related requirements, and the strategies and
methods necessary to implement these requirements in compliance with these legal obligations.

As a result of electricity produced for decades at coal-fired power plants, the Duke Energy Registrants manage large amounts of CCR that are primarily stored in dry storage
within landfils or combined with water in other surface impoundments, all in compliance with applicable regutatory requirements. However, the potential exists for another CCR-
related incident, such as the one that occurred during the 2014 Dan River Steam Station basin release, that could raise enviranmental or general public health concerns. Such a
CCR-related incident couid have a material adverse impact on the reputation and financial condition of the Duke Energy Registrants,
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During 2015, EPA regulations were enacted related to the management of CCR from power planis. These regulations classify CCR as nonhazardous waste under the RCRA,
and apply to electric generating sites with new and existing landfils, new and existing surface impoundments, strugtural fils and CCR piles, and establishes requirements
regarding fandfill design, structural integrity design and assessment criteria for surface impoundments, groundwater monitoring and protection procedures, and other operational
and reporting pracedures for the disposal and management of CCR. In addition to the federal regulations, CCR landfils and surface impoundments will continue to be
independently regulated by existing state laws, regulations, and permits, as well as additional legal requirements that may be imposed in the future. These federal and state
laws, regulations, and other legal requirements may require ar result in additional expenditures, increased operating and maintenance costs, and/or result in closure of certain
power generating faciities, which could affect the financial position, results of operations and cash flows of the Duke Energy Registrants. The Duke Energy Regisirants intend to
seek full cost recovery for expenditures through the normal ratemaking process with state and federal utility commissions, who permit recovery in rates of necessary and
prudently incurred costs associated with the Duke Energy Registrants’ regulated operations, and through other wholesale contracts with terms that contemplate recovery of
such costs, although there is no guarantee of full cost recovery. In addition, the timing for recovery of such costs cowld have a material adverse impact on Duke Energy’s cash
flows.

The Duke Energy Registrants have recognized significant asset retirement obligations related to these CCR-related requirements. In 2015, closure activities began at the four
sites specified as high priority by the North Carolina Coal Ash Management Act (Coal Ash Act) and at the W.S. Lee Steam Station site in South Carolina in connection with other

tegal requirements. Excavation at these sites involves movement of large amounts of CCR materials to offsite locations for use as structural fill and to offsite or onsite lined
tandfils. At other sites, preliminary planning and closure methods have been studied and factored into the estimated retirement and management costs. Coal Ash Act requires

CCR surface impoundments in North Caralina to be closed, with the closure method based on a risk ranking classification determined by state regufators and the North Carolina
Coal Ash Commission. Other than the high priority sites specifically delineated by Coal Ash Act, the North Caralina Department of Environmentat Quality (NCDEQ) has issued

either preliminary draft risk rankings or has yet to designate specific risk classifications. These proposed risk rankings remain subject 10 a public comment period, in¢luding
public meetings, followed by a final risk ranking recommendation by the NCDEQ to the Coal Ash Commission, for the Coal Ash Commission’s final approval. As the closure and

CCR management work progresses, final risk ranking classifications of surface impoundments in Narth Carolina are delineated, and final closure plans are developed and
approved at each site, the scope and complexity of work and the amount of CCR material could be greater than estimates and could, therefore, materially increase complance
expenditures and rate impacts.

The Duke Energy Registrants’ financial position, results of operations and cash flows may be negatively affected by a lack of growth or slower growth in the
number of customers, or decling in customer demand or number of customers,

Growth in customer accounts and growth of customer usage each directly influence demand for electricity and the need for additional power generation and delivery facilities.
Customer grawth and customer usage are affected by a number of factors outside the control of the Duke Energy Registrants, such as mandated energy efficiency measures,
demand-side management goals, distributed generation resources and econamic and demographic conditions, such as population changes, job and income growth, housing
starts, new business formation and the overall leve! of economic activity,

Certain regulatory and legislative bodies have introduced or are considering requirements andfor inceniives fo reduce energy consumption by certain dates. Additionally,
technological advances driven by federal laws mandating new levels of energy efficiency in end-use electric devices or other improvements in or applications of technology
could lead to declines in per capita energy consumption.

Advances in distributed generation technologies that preduce power, including fuel cells, micro-turbines, wind turbines and solar cells, may reduce the cost of alternative
methods of praducing power to a level competitive with central power station electric production utiized by the Duke Energy Registrants.

Some or all of these factors, could result in a lack of growth or decline in customer demand for electricity or number of customers, and may cause the failure of the Duke
Energy Registrants to fully realize anticipated benefits from significant capital investments and expenditures which could have a material adverse effect on their financial
position, results of operations and cash flows.

Furthermare, the Duke Energy Registrants currently have energy efficiency riders in place to recover the cost of energy efficiency programs in North Carolina, South Carolina,
Florida, Ohio and Kentucky. Shou'd the Duke Energy Registrants be required to invest in conservation measures that result in reduced sales from effective conservation,
regulatory lag 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 affected by changes in weather
conditions and severe weather.

Electric power generation 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 pronounced. As a result, in the future, the overall operating results of the Duke Energy
Registrants’ businesses may flucteate substantially on a seasonal and quarterly basis and thus make period-to-period comparison less relevant.

Sustained severe drought conditions could impact generation by hydroelectric plants, as well as fossil and nuclear plant operations, as these facilties use water for cooling
purpases and for the operation of environmental compliance equipment, Furthermore, destruction caused by severe weather events, such as hurricanes, tornadoes, severe
thunderstorms, snow and ice storms, can result in lost operating revenues due to outages; property damage, incleding downed transmission and distribution lines; and
additional and unexpecied expenses to mitigate storm damage. The cost of storm restoration effarts may not be fully recoverable through the regulatory process.
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The Duke Energy Registrants’ sales may decreas# if they are unable to gain adequate, reliable and affordable access to transmission assets,

The Duke Energy Registrants depend on transmission and distribution facilities owned and operated by utilities and other energy companies to deliver electricity sold to the
wholesale market. FERC's power transmission regulations, as well as those of Duke Energy's international markets, require wholesale electric transmission services to be
offered on an open-access, non-discriminatory basis. if transmission is disrupted, or if transmission capacity is inadequate, the Duke Energy Registrants’ ability i sell and
deliver products may be hindered.

The different regional power markets have changing regulatory structures, which could affect growth and performance in these regions. In addition, the 1SOs who oversee the
fransmission systems in regional power markets have imposed in the past, and may impose in the future, price limitations and other mechanisms to address volatiity in the
power markets. These types of price limitations and other mechanisms may adversely impact the profitability of the Duke Energy Registrants’ wholesale power marketing
business.

Fluctuations 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 Registranis are exposed {o the effects of market fluctuations in the price of natural gas, coal, fuel oil, nuclear fue!, efectricity and other energy-related
commedities as a rasult of their ownership of energy-refated assets. Fuel costs are recovered primarily through cost-recovery clauses, subject to the approval of state utility
commissions.

Additicnally, the Duke Energy Registrants are exposed to risk that counterparties will not be able to fulfil their obfigations. Disruption in the defivery of fuel, including disruptions
as a result of, among other things, transportation delays, weather, labor relations, force majeure events, or environmental regulations affecting any of these fuel suppliers, could
limit the Duke Energy Registrants to operate their facilities. Should counterparties fail to perform, the Duke Energy Regisirants might be forced to replace the underlying
commitment at prevailing market prices possibly resulting in losses in addition to the amounts, i any, already paid to the counterparties.

Certain of the Duke Energy Registrants” hedge agreements may result in the receipt of, or posting of, derivative collateral with counterparties, depending on the daily derivative
position. Fluctuations in commodity prices that lead o the return of collateral recelved and/or the posting of collateral with counterparties negatively impact liquidity. Downgrades
in the Duke Energy Regisirants’ credit catings could lead to additional collataral posting requirements. The Duke Energy Registrants cantinually monitor decivative positions in
relation to markef price activity.

Potential terrorist activities or military or other actions could adversely affect the Duke Energy Registrants’ businesses.

The continuad threat of terrorism and the impact of retaliatory military and other action by the U.S. and its allies may lead to ingreased political, economic and financial market
instability and volatility in prices for natural gas and ¢il, which may have material adverse effects in ways the Duke Energy Registrants cannot predict at this time. In addition,
future acts of terrorism and possible reprisals as a consequence of action by the U.S. and its allies could be directed against companies operating in the U.S. or their
international affiliates. Information technology systems, transmission and distribution and generation facilities such as nuclear plants could be potential targets of terrorist
activities or harmful activities by individuals or groups. The potential for terrorism has subjected the Duke Energy Registrants’ operations 1o 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 information iechnclogy systems, transmission and distribution and generation faciities, including nuclear power plants under the MRC's design basis threat
requirements. These increased costs could include additional physical plant secwity and security personnel or additional capability following a terrorist incident.

Cyberattacks and data security breaches could adversely affect the Duke Energy Registrants' businesses.

Infarmation security risks have generally increased in recent years as a result of the proliferation of new technologies and the increased sophistication and frequency of
cyberattacks and data security breaches. The uliity industry requires the continued operation of sophisticated information technology systems and network infrastruciure,
which are part of an interconnected regional grid. Additionally, connectivity to the Internet conlinues to increase through smart grid and other initiatives. Because of the critical
nature of the infrastructure, increased connectivity to the Internet and technolegy systems’ inherent vulnerability 1o disability or failures due to hacking, viruses, acts of war or
tarrorism 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 (i) have business operations disrupted, property damaged, customer information stolen and other private information accessed (i) experience substantial
loss of revenues, repair and restaration costs, implementation costs for additional security measures to avert future cyberattacks and other financial loss, and (i) be subject to
increased regulation, ltigation and reputationat damage.

Failure to attract and retain an appropriately qualified workforce 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 unavailabilty of contract resources may lead fc operating chalenges and
Increased costs. The challenges include lack of resources, loss of knowledge base and the lengthy time required for skill development. In 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
internal histarical knowledge and expertise to new employees, or future availability and cost of contract fabor may adversely affect the abilty to manage and operate the
business, especially considering the workforce needs associated with nuclear generation facilities and new skills required to operate a modernized, technology-enabled power
grid. if the Duke Energy Registrants are unable to successfully attract and retain an appropriately qualified workforce, their financial position or results of operations could be
negatvely affected.
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Duke Energy’s investments and projects located outside of the U.S, expose it to risks related to fluctuations 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 value changes relative to the
V.3, dotiar, the value in U_S. dollars of Duke Energy's asseis and liabilities in such locality and the cash Rows generated in such logallty, expressed in U.S. dollars, alsa change.
Duke Energy's primary forelgn currency rate exposure Is to the Brazilian real.

Duke Energy selectively mitigates some risks associated with foreign currency fluctuations by, ameng other things, indexing contracts 1o the U.S. dollar and/or local inflation
rates, hedging through debt denominated or Issued in the foreign currency and hedging through foreign currency derivatives. These efforts, however, may not be effective and,
in some cases, may expose Duke Energy 0 other risks that could negatively affect its cash flows and results of operaticns.

The costs of retiring Duke Energy Florida’s Crystal River Unit 3 could prove to be more extensive than is currently identified.

Casts to ratire and decommission the plant could exceed estimates and, if not recoverable through the regulatary process, could adversely affect Duke Energy's, Progress
Energy's and Duke Energy Florikda's financial condition, results of operations and cash flows.

Duke Energy Ohlo’s and Duke Energy Indiana’s membership in an RTO presents risks that could have a material adverse effect on their results of operations,
financial condition and cash flows,

The rules governing the various regional power markets may change, which could affect Duke Energy Ohio's and Duke Energy indlana’s cosis andfor revenues. To the degree
Duke Energy Ohio and Duke Energy Indiana incur significant additional fees and increased costs to participate in an RTO, their results of operations may be impacted. Duke
Energy Qhio and Duke Energy Indiana may be allocated a portion of the cost of fransmission faclities buit by others due to changes in RTO transmission rate design. Duke
Energy Ohio and Duke Energy Indiana may be required to expand their transmission system according to decisions made by an RTO rather than their own internal planning
process. While RTO transmission rates were initially designed to be revenue neutral, various proposals and proceedings currently taking place by the FERC may cause
transmission rates to change from time to time. In addition, RTQs have been developing rules associated with the allocation and methodology of assigning costs associated with
improved transmission reliability, reguced transmission congestion and firm transmission rights that may have a financial impact on Duke Energy Ohio and Duke Energy
Indiana.

As members of an RTO, Duke Energy Chio and Duke Energy Indiana are subject 1o certain additional risks, including those associated with the allocation among RTC
members, of losses caused by unreimbursed defaults of other participants in the RTO markets and those associated with complaint cases filed against an RTQ that may seek
refunds of revenues previously earned by RTO members.

Nuclear Generation Risks

Duke Energy Carclinas, Duke Energy Progress and Duke Energy Florida may incur substantial ¢costs and liabilities due to their ownership and operation of
nuclear generating facilities.,

Ownership interest in and operation of nuclear stations by Buke Energy Carclinas, Duke Energy Progress and Duke Energy Florida subject them to various risks, These risks
include, among other things: the potentiat harmful effects on the environment and human health resulting from the operation of nuctear faciliies and the storage, handing and
disposal of radicactive materials; limitations on the amounts and types of insurance commercially avaflable to cover losses that might arise in connection with nuclear
operations; and uncertainties with respect to the technaological and financial aspects of decommissioning nuclear plants at the end of their licensed lives.

Qwnership and operation of nuclear generation facilities requires compliance with licensing and safety-related requirements imposed by the NRC. In the event of non-
compliance, the NRC may ingrease regulatory oversight, impose fines, and/or shut down a unit, depending upon its assessmant of the severity of the situation. Revised
security and safety requirements promulgated by the NRC, which could be prompted by, among other things, events within or outside of the control of Duke Energy Carolinas,
Duke Energy Progress and Duke Energy Florida, such as a serious nuclear incident at a facility owned by a third party, could necessitate substantial capital and other
expenditures, as well as assessments to cover third-party losses. [n addition, if a serious nirclear incident were to occur, it could have a material adverse effect on the results
of operations and financial condition and reputation of the Duke Energy Registrants.

Liquidity, Capital Requirements and Common Stock Risks

The Duke Energy Registrants rely on access to short-term borrowings and longer-term capital markets to finance their capitat requirements and support their
liquidity needs. Access to those markets ¢an be adversely affected by a number of conditions, many of which are beyond the Duke Energy Registrants’ control.

The Duke Energy Registrants’ businesses are 10 a large degree financed through issuances of debt. The maturity and repayment profile of debt used to finance invesiments
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 financed through debt instruments with disparate maturities, the Duke Energy Registrants rely on access ta short-term money markets as well as
longer-term capital markets. The Subsidiary Registrants also rely on access to short-term intercompany borrowings. If the Duke Energy Registrants are not able to access
capital al competiive rates or at all, the abiity 1o finance their operations 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.
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Market disruptions may increase the cost of borrowing or adversely affect the ability to access cne ar more financial markets. Such disruptions could inclide: economic
downturns, the bankrupicy of an unrelated energy company, capital market conditions generally, market prices for electricity and gas, acteal or threatened terrorist attacks, or
the overall heaith of the energy industry. The availability of credit under Duke Energy’s Master Credit Facility depends upon the ability of the banks praviding commitments
under the facility to provide funds when their obligations 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 agreement.

Duke Energy maintains a revolving 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 whomis a
pardy 1o the credit faciity, and financial covenants that fmit the amount of debt that can be outstanding as 2 percentage of the total canital for the specific entity. Fallure to
maintain these covenants at a particular entity could preclude Duke Energy from issuing commercial paper or the Duke Energy Registrants from issuing letters of credit or
borrowing under the Master Credit Facility.

The Duke Energy Registrants must meet credit quality standards and there is ne assurance they will maintain investment 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 liguidity.

Each of the Duke Energy Registrants’ senior long-term debt issuances is currently rated investment gracte by various rafing agencies. The Duke Energy Registrants cannot
ensure their senior long-term debt will be rated investment grade in the future.

If the rating agencies were to rate the Duke Energy Registrants below investment grade, barrowing costs would increase, perhaps significantly. In addition, the potential pool of
investors and funding sources would likely decrease. Further, if the short-term debt rating were 1o fall, access to the commercial paper market could be significantly limited,

A downgrade below investment grade could also require the posting of additional collateral in the form of letters of credit or cash under various credit, commaodity and capacity
agresments and irigger termination ¢lauses in some interesi rate derivalive agreements, which would require cash payments. All of these events would likely reduce the Duke
Energy Registrants’ liquidity and profitability and could have a material effect on their financial position, results of operations or cash flows.

Non-compliance with debt covenants or conditlons could adversely affect the Duke Energy Registrants’ ability to execute future borrowings.

The Duke Energy Regisirants’ debt and credit agreements contain various financial and other covenants. Failure to meet those covenants beyond applicable grace periods
could result in accelerated due dates and/for termination of the agreements.

Market performance and other changes may decrease the value of the NDTF Investments of Duke Energy Carelinas, Duke Energy Progress and Duke Energy
Flarida, which then could require significant additional funding.

Ownership and operation of nuclear generation facilties also requires the maintenance of funded trusts that are intended to pay for the decommissioning costs of the respective
nuclear pawer plants. The performance of the capital markets affects the values of the assets held in trust to satisfy these future obligations. Duke Energy Carclinas, Duke
Energy Progress and Duke Energy Florida have significant obligations in this area and hold significant assets in these trusts. These assets are subject to market fluctuations
and will yield uncertain returns, which may fall below projected rates of return. Although a number of factors impact funding requirements, a decline in the market value of the
assets may increase the funding requirements of the obligations for decommissioning nuclear planis. If Duke Energy Carolinas, Duke Energy Progress and Duke Energy
Florida are unable to successfully manage their NDTF assets, their financial condition, results of operations and cash fiows could be negatively affected.

Poar investment performance of the Duke Energy pension plan holdings and other factors impacting pension plan costs could unfavorably impact the Duke
Enargy Registrants’ iquidity 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 assets, discount rates, the
level of interest rates used to measwure the required minimurn funding levels of the plans, future government regulation and required or voluntary contributions made to the plans.
The Subsidiary Registranis are allocated their proportionate share of the cost and obligations related to these plans. Without sustained growth in the pension invesiments 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 abligations, 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,

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

REGULATED UTILITIES

The following table provides information related to Regulated |iilities” electric generation stations as of December 31, 2015. The MW displayed in the table below are based on

summer capacity.

Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacity Capacity Interest (%}
Duke Energy Carolinas
Oconee Nuglear Uranium sC 2,554 2,554 100
McGuire Nuclear Uranium NC 2,296 2,298 100
Catawba® Nuclear Uranium sC 2,290 441 19.25
Belews Creek Fossil Coal NC 2,220 2,220 100
Marshall Fossi Coal NC 2,078 2,078 100
J.E. Rogers Fossil Coal NC 1,396 1,366 100
Lincoln Combustion Turbine (CT) Fossil Gas/Qil NC 1,267 1,267 100
Allen Fossil Coal NC 1,127 1,127 100
Rockingham CT Fossil Gas/Oil NC 825 825 100
Buck CC Fossil Gas NC 668 668 100
Dan River Combined Cycle {CC) Fossi Gas NC 638 638 100
Mill Creek CT Fossil Gas/Qil sC 596 596 100
W.S. Lee Fossil Gas SC 170 170 100
W.S. Lee CT Fossil Gas/Qil sC 82 82 100
Bad Creek Hydro Water 8C 1,360 1,360 100
Jocassee Hydro Water sC 780 780 100
Cowans Ford Hydro Water NG 325 325 100
Keowee Hydro Water sc 152 152 100
Other small facilities (25 planis) Hydro Water NC/SC ] 666 100
Distributed generation Renewable Sotar NG 4 4 100
Total Duke Energy Carolinas 21,494 19,645

Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacity Capacity Interest (%)
Duke Energy Progress
Brunswick Nuclear Uranium NG 1,870 1,870 100
Harris Muclear Uranium NG 928 928 100
Robinson Nuglear Uranium sC 41 741 100
Roxbare Fossil Coal NC 2,439 2,439 100
Smith CC Fossil Gas/Oil NC 1,088 1,088 100
H.F. Lee CC Fossil Gas/Oil NC 910 910 100
Wayne County CT Fossil Gas/Oit NC 863 863 100
Smith CT Fossil Gas/Oil NC 780 780 100
Darlington CT Fossil Gas/Of sC 735 735 100
Mayo Fossil Coal NC 727 727 100
L.V. Sutton CC Fossil Gas/Oil NC 622 622 100
Asheville Fossil GCoeal NC 376 376 100
Asheville CT Fossil Gas/Oii NC 324 324 100
Weatherspoon CT Fossil Gas/Qil NC 128 128 100
L.V. Sutton CT Fossi Gas/Oil NG 61 61 100
Blewett CT Fossil Oif NC 52 52 100
Walters Hydro Water NC 112 112 100
Other small faciities (3 plants) Hydro Water NC 115 115 100
Distributed generation Renewable Solar NC 44 44 100
Total Duke Energy Progress 12,915 12,915
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Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacity Capacity Interest (%)
Duke Energy Florida
Crystal River Fossil Coal FL 2,291 2,291 100
Hines CC Fossil Gas/Oit FL 1,912 1,912 100
Bartow CC Fossil Gas/Oil FL 1,105 1,105 100
Anclote Fossil Gas FL 1,041 1,041 100
Intercession City CT®} Fossil Gas/Oil FL 984 984 [(+)]
DeBary CT Fossil Gas/Oil FL 637 837 100
Tiger Bay CC Fossil Gas/Oil FL 205 205 100
Bartow CT Fossil Gas/Qil FL 175 175 100
Bayboro CT Fossi ol FL 174 174 100
Suwannee River CT Fossil Gas FL 155 155 100
Suwannee River Fossit Gas/Qil FL 128 128 100
Higgins CT Fossil Gas/Oil FL 109 109 100
Turner CT Fossil Qil FL 79 79 100
Avon Park CT Fossil Gas/Oil FL 48 48 100
University of Florida CoGen CT Fossil Gas FL 46 456 100
Rio Pinar CT Fossil Qi Fu 12 12 100
Total Duke Energy Florida 9,101 9,101

Total MW Owned MW Ownetrship
Facility Plant Type Primary Fuel Location Capacity Capacity Interest (%)
Duke Energy Ohio
East Bend Fossil Coal KY 600 600 100
Woodsdale CT Faossil Gas/Propane OH 462 462 100
Total Duke Energy Ohio 1,062 1,062

Total MW Owned MW Ownership
Facility Plant Type Primary Fuet Location Capacity Capacity Interest (%)
Duke Energy Indiana
Gibson(} Fossil Coal N 3,132 2,822 90.10
Cayuga'd Fossil CoalfQil I 1,005 1,005 100
Wabash Riverie! Fossit CoalfQil IN 676 676 100
Edwardsport Fossil Coal IN 595 b5 100
Madison CT Fossil Gas OH 576 576 100
Vermilion CT® Fossil Gas IN 568 355 62.50
Wheatland CT Fossit Gas IN 460 460 100
MNoblesville CC Fossil Gas/Cil IN 285 285 100
Gallagher Fossil Coal IN 280 280 100
Henry County CT Fossil Gas/Oil IN 129 129 100
Cayuga CT Fassil GasfOil N 99 99 100
Caonnersvile CT Fossil Oil IN BB 36 100
Miami Wabash CT Fossil e IN 80 80 100
Markland Hydro Water IN 45 45 100
Total Duke Energy Indiana 8,016 7,493
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Toftal MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capagcity Capacity Interest (%}
Total Regulated Utilities 52,588 50,216
Totals By Plant Type
Nuclear 10,679 8,830
Fossil 38,306 37,783
Hydro 3,555 3,555
Renewable 48 48
Total Reguiated Utilities 52,588 50,216
{a) Jointly owned with North Carolina Municipal Power Agency Number 1, North Carolina Electric Membership Corporation and Piedmont Municipal Power Agency.
{0 Duke Energy Florida owns and operates Intercession Clty Station Units 1-10 and 12-14. Unit 11 is jointly owned with Georgia Power Company {GPC). GPC has the

exclusive right to the output of this unit during the months of June through September. Duke Energy Florida has the exclusive right to the cutput of this unit for the
remainder of the year. Duke Energy Florida has executed an agreement to purchase Georgia Power Company's interest in these facilities,
(c) Duke Energy Indiana owns and operates Gibson Station Units 1-4 and owns 50.05 percent of, and operates, unit 5. Unit § is jointly owned with Wabash Valley Power

Association, Inc. and Indiana Municipal Power Agency.
(d) includes Cayuga Internal Combustion (IC).
(e} Includes Wabash River IC,
() Jointly owned with Wabash Valiey Power Association.

The following table provides information related to Regulated Utilities' electric transmission and distribution properties as of December 31, 2015,

Duke Duke Duke Ouke Duke Duke
Energy Energy Energy Energy Energy Energy
Carolinas Progress Florida Ohio  Indiana Utilities

Electric Transmissijon Lines
Miles of 500 to 525 Kilovolt (kV) 600 300 200 — —_ 1,100
Miles of 345 kV — — — 1,000 700 1,700
Miles of 230 kV 2,600 3,400 1,700 - 700 8,400
Miles of 100 to 161 kv 6,800 2,600 1,000 700 1,400 12,500
Miles of 13 to 63 kv 3,100 — 2,300 700 2,500 8,600
Total conductor mies of electric transmission lines 13,100 6,300 5,200 2,400 5,300 32,300

Electric Distribution Lines

Miles of overhead lines 66,600 44,100 24,200 13,800 22,400 171,100
Miles of underground line 36,500 23,700 18,200 5,800 8,600 92,800
Total conductor miles of electric distribution lines 103,100 67,800 42,400 19,600 31,000 263,900
Number of electric transmission and distribution substations 1,500 500 500 300 500 3,300
Miles of gas mains — — — 7,200 — 7,200
Miles of gas service lines — — — 5,800 — 5,800

Substantially all of Regulated Utilities' electric plant in service is mortgaged under indentures refating to Duke Energy Carolinas’, Duke Energy Progress’, Duke Energy Flarida's,
Duke Energy Ohio’s and Duke Energy Indiana's various series of First Morigage Bonds.

29




PART |

INTERNATIONAL ENERGY

The following table provides additional informaticn related to International Energy's electric generation stations as of December 31, 2015. The MW displayed in the table below
are based on summer capacity.

Total MW Owned MW Ownership
Primary Fuel Location Capacity Capacity interest (%)
DEI Brazil Water Brazil 2,274 2,087 92
DEI Argentina Water/Gas Argentina 576 523 by
DEI Peru — Egencr Water Peru 352 352 100
DEI Peru — Aguaytia Gas Peru 192 192 100
DE| Chile Water/Diesel Chile 382 362 100
DEI Guatemala QillDiesel/Coal Guatemala 361 361 100
DE! B! Salvador DilDiesel Ei Salvador 324 283 90
DE{ Ecuador Diesel Ecuador 192 163 85
Total International Energy 4,633 4,333

internationa! Energy also owns a 25 percent equity interest in NMC. In 2015, NMC preduced approximately 890,000 metric tons of methanol and approximately 1.0 milion metric
tons of MTBE, Appraximately 40 percent of methanol is normally used in the MTBE praduction.
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COMMERCIAL PORTFOLIO

The following fable provides information refated to Commercial Portfolios electric generation faciities as of December 31, 2015. The MW displayed in the table below are based
on summer capacity.

Total MW Owned MW Ownership
Facility Plant Type Primary Fuel  Location Capacity Capacity Interest (%)
Duke Energy Renewables — Wind
Los Vientos Windpower Renewable Wind TX 712 712 100
Top of the World Renewable Wind WY 200 200 100
Notrees Renewable ) Wind > 153 63 100
Campbell Hill Renewable Wind wYy 29 99 100
Narth Allegheny Renewable Wind PA 70 70 100
Laurel Hill Wind Energy Renewable Wind PA 69 69 100
Ocotillo Renewable Wind T 59 59 100
Kit Carsan Renewable Wind co 51 51 100
Silver Sage Renewable Wind wY 42 42 100
Happy Jack Renewable Wind WY 29 29 100
Shirley Renewable Wind wi 20 20 100
Sweetwater | Renewable Wind ™ 38 19 50
Sweetwater It Renewable Wind TX H 45 50
Sweetwater 11| Renewable Wind X 135 67 50
Sweetwater IV Renewable Wind TX 241 113 47
Sweetwater V Renewable Wind TX 80 38 47
Ironwood Renewable Wind KS 168 84 50
Cimarron Il Renewable Wind KS 131 €5 50
Mesquite Creek Renewable Wind ™ 211 106 50
Total Renewables — Wind 2,509 2,042
Duke Energy Renewables — Solar
Conetoe Il Renewable Solar NC 80 80 100
Sevile Renewable Solar CA 50 50 100
Kelford Renewable Solar NC 22 22 100
Highlander Renewable Solar CA 21 21 100
Dogwood Renewable Sofar NG 20 20 100
Halifax Airpory Renewable Solar NC 20 20 100
Pasquoctank Renewable Solar NG 20 20 100
Pumpjack Renewable Solar CA 20 20 100
Wildwood Renewable Solar CA 20 20 100
Shawboro : Renewable Solar NC 20 20 100
Bagdad Renswable Solar AZ 15 15 100
TX Solar Renewable Solar TX 14 14 100
Creswell Alligoad Renewable Sotar NC 14 14 100
Was hington White Post Renewable Sotar NC 12 12 100
Whitakers Renewable Solar NG 12 12 100
Other small solar Renewable Solar Various 79 79 100
Tatal Renewables — Solar 439 439
Total Commercial Portfolio 3,038 2,481
OTHER

Duke Energy owns approximately 5.2 milion square feet and leases 2.9 million square feet of carporate, regional and district office space spread throughout its service
territories and in Housten, Texas.

ITEM 3. LEGAL PROCEEDINGS

For information regarding legal proceedings, including regulatory and environmental matters, see Note 4, “Regulatory Matters,” and Note 5, “Commitments and Contingencies,”
to the Consolidated Financial Statements.

3




PART I

Virginia Depariment of Environmental Quality Civil Enforcement

In June 2015, the Virginia State Water Control Board voted to approve a consent order to resolve the civil enforcement claim of the Varginia Department of Environmental Quality
(VDEQ) against Duke Energy Carolinas related io the February 2014 Dan River coal ash release. Pursuant to the terms of the $2.5 million settlement, Duke Energy Carclinas is
required to perform $2.25 milion of environmental projects that benefit Virginia communities and fund an additional $250,000 for VDEQ to respond to environmental
emergencies. Failure to perform sufficient environmental projects will require Duke Energy Carolinas to make a cash payment in the amount of the shortfall.

MTBE Litigation

On June 29, 2007, the New Jersey Depariment of Environmental Protection (NJDEF) filed suit against, among others, Duke Energy Merchants (DEM), alleging contamination of
“waters of the state” by MTBE from leaking gasoline storage tanks. MTBE is a gasoline additive intended to increase the oxygen level in gascline and make i burn cleaner. The
case was moved to federal court and consolidated in an existing multidistrict litigation docket of pending MTBE cases. DEM and NJDEP have reached an agreement in principle
ta setile the case for a payment by DEM of §1.7 milion. On February 18, 2016, the Court approved a Consent Decree executed by the parties which seftles the case.

DEM is also a defendant in a similar case filed by the Commonwealth of Pennsylvania on June 19, 2014, That ¢case has also been moved fo the consolidated multidistrict
proceeding. Discovery in this case continues.

Brazilian Transmission Fee Assassments

On July 16, 2008, Duke Energy International Geracao Paranapanema S.A. (DEIGP) filed a lawsuit in the Brazilian federai court challenging transmission fee assessments
imposed under two new resolutions promulgated by the Brazilian electricity regulatory agency (ANEEL) (collectively, the Resolutions). The Resolutions purport to impose
additional transmission fees on generation companies located in the State of Sao Paulo for utifization of the electric transmission system. The fees were retroactive ta July 1,
2004, and effective through June 30, 2009, DEIGP's original assessment under these Resolutions amounts to approximately $43 million inclusive of interest through December
2015. Pending resolution of this dispute on the merits, DEIGP deposited the disputed portion, approximately $15 million, of the assessment into a court-monitored escrow, and
paid the undisputed portion 1o the distribution companies. In a decision published on October 2, 2013, the trial court affirmed an additional fine imposed by ANEEL in the amount
of approximately $7 million for DEIGP's failure to pay the disputed portion of the assessment. The $7 million was also deposiied into a court-monitored escrow. In December
2014, the trial court ruled in favor of DEIGP on the merits of the original assessment. The merits of the original assessment and fine, as well as the contradiction between the
trial court's ruling in favor of DEIGP on the original assessment but against DEIGP on its alleged failure to timely pay that assessment are being addressed on appeal.

Brazilian Regulatory Citations

In September 2007, the State Environmental Agency of Parana {IAP) assessed seven fines against DEIGP 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
resolved in favor of DEIGP. A third fine was determined legitimate by the trial court, but is under appeal. The remaining fines are pending. The total current amount of the IAP
fines is approximately $10 million.

Addttionally, DEIGP was assessed three 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
$400,000. DEIGP believas that it has properly maintained all reforested areas and has challenged the IBAMA assessments.

ITEM 4. MINE SAFETY DISCLOSURES

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

The common stock of Duke Energy Is listed and traded on the NYSE {ticker symbel DUK). As of January 31, 20186, there were 166,231 Duke Energy commen stockholders of
Tetord,

There is no market for common stock of the Subsidiary Registranis, all of which is owned by Duke Energy.
Commeon Stock Data by Quarter

The following chart provides Duke Energy common stock trading prices as reported on the New York Stock Exchange and information on common stock dividends declared.
Stock prices represent the intra-day high and low stack price.
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Duke Energy expects to continue its policy of paying regular cash dividends; however, there is no assurance as to the amount of future dividends as they depend on future
earnings, capital requirements, and financial condition, and are subject to declaration by the Duke Energy Board of Directors.

Duke Energy’s operating subsidiaries have certain restrictions on their ability to transfer funds in the form of dividends or loans to Duke Energy. See Note 4 to the Consolidated
Finangial Statements, “Regulatory Matters” for further information regarding these restrictions,

Securities Authotized for Issuance Under Equity Cotnpensation Plans

Duke Energy wil pravide information that Is responsive to this [tem 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 under the caption "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 2015

There were no repurchases of equity securities during the fourth quarter of 2015,
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Stock Performance Graph

The following performance graph compares the cumulative total sharehelder return from Duke Energy Corporation common stock, as compared with the Standard & Poor's 500
Stock Index (S&P 500) and the Philadelphia Utility Sector Index (Philadelphia Utility Index) for the past five years. The graph assumes an initial investment of $100 on December
31, 2010, in Duke Energy common stock, in the S&P 500 and in the Philadelphia Utility index and that all dividends were reinvested. The stockholder return shown below for the
five-year historical period may not be indicative of future performance.
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NYSE CEOQ Certification

Duke Energy has filed the certification of its Chief Executive Officer and Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 as exhibits fo this
Annual Report on Form 10-K for the year ended December 31, 2015,
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ITEM &, SELECTED FINANCIAL DATA

The following table provides selected financial data for the years of 2011 through 2015.

{in millions, except per share amounts) 2015 2014 2013 2012 20
Statement of Operationst)

Total operating revenues $ 23459 § 23925 % 22756 % 17812 % 12,412
QOperating income 5,367 5,258 4,854 2911 2,475
Inceme from continuing operations 281 2,465 2,580 1,611 1,608
Incarne (loss} from discontinued operafions, net of tax 20 {576} 86 171 206
Met income 2,831 1,889 2,676 1,782 1,714
Net income attributable to Duke Energy Corporation 2,816 1,883 2,665 1,768 1,706

Common Stock Data

Income from continuing operations attributable to Duke Enargy Corporation
common stockholders®}

Basic $ 402 5 346 % 364 8 277 % 3.3
Diluted 4.02 3.46 3.63 277 3.34

Income (loss} from discontinued gperations attributable to Duke Energy
Corporation common stock holders®

Basic $ 003 § (0.80) $ 0143 § 030 § 0.49
Diluted 0.03 (0.80) 0.13 0.30 0.49

Net income attributable to Duke Energy Gorporation common stockholders®
Basic $ 405 % 266 $ 377§ 307 % 3.83
Diluted 4,05 2.66 3.76 3.07 3.83

Dividends declared per share of cgmmon stock® 3.24 3.15 3.09 3.03 297

Balance Sheet

Total asgetst $ 120,976 § 120,557 % 14,779 § 113,856 $ 62,526

Long-term debt including capital leases and redeemable preferred stock of

subsidiaries, less current maturitiest 37,495 37,061 38,152 36,444 18,679

(a) Significant transactions reflected in the results above include: (i) 2014 impairment of the Disposal Group {see Note 2 to the Consalidated Financial Statements,
"Acquisitions and Dispositions"}; (ii) 2014 incremental tax expense resulting from the decision to repatriate all cumulative historical undistributed foreign earnings (see
Note 22 fo the Consalidated Financial Statements, "Income Taxes"); {iii) 2014 increase in the litigation reserve related fo the criminal investigation of the Dan River
coal ash release (see Note § to the Consolidated Financlal Statements, “Commitments and Contingencies™); (v} 2013 charges related to Crystal River Unit 3 and
nuclear development costs (see Note 4 to the Consolidated Financial Statements, "Regulatory Matters™); (v) the 2012 merger with Progress Energy; (vi) costs to
achieve mergers in 2015, 2014, 2013, 2012 and 2011; and (vii) 2012 and 2011 pretax impairment and other charges related to the Edwardsport Integrated
Gasffication Combined Cycle (IGCC) projfect of $628 million and $222 milion, respectively.

{H On July 2, 2012, immediately prior to the merger with Progress Energy, Duke Energy executed a one-for-three reverse stock split. All share and earnings per share
amounts are presented as if the one-for-three reverse stock split had been effective at the beginning of the earliest period presented.

{c) During 2015, Duke Energy adopted new accounting guidance related to the presentation of debt issuance costs on the balance sheet. As a result of the adoption,

Total Assets and Long-term debt including capital leases and redeemable preferred stock of subsidiaries, less current maturities were recasted to conform fo the new
presentation. The impact to 2013, 2012 and 2011 was not material. See Note 1 to the Consalidated Financial Statements, "Summary of Significant Accounting
Policies," for additional information related the new accounting standard.
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ITEM 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 accepted accounting principles {GAAP} in the United States (U.S.),
as well as certain non-GAAP financial measuras such as adjusted earings, adjusted earnings per share and adjusted segment income, discussed below. Generally, a non-
GAAP financial measure is & numerical measure of financial performance, financial position or cash flows that excludes (or includes) amounts that are inciuded in {or excluded
from) the most directly comparable measure calculated and presented in accordance with GAAP, The non-GAAP financial measwes 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 not be comparable to similarly tiled measures
used by other companies.

The following combined Management's Discussion and Analysis of Financlal Condition and Results of Operations is separately filed by Duke Energy Corporation (collectively
with its subsidiaries, Duke Energy) and its subsidiaries Duke Energy Carolinas, LLC {Duke Energy Carolinas), Progress Energy, Inc. {Progress Energy), Duke Energy
Progress, LLC (formerly Duke Energy Progress, Inc.) (Duke Energy Progress), Duke Energy Flerida, LLG (formerly Duke Energy Florida, Inc.} (Duke Energy Florida), Duke
Energy Ohig, Inc. (Duke Energy Ohio) and Duke Energy Indiana, LLC (formerly Duke Energy Indiana, Inc.} {Duke Energy Indiana) {collectively 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 Carolina. Duke Energy operates in the U.S. primarily through its wholly owned subsidiaries, Duke Energy
Carolinas, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio, and Duke Energy Indiana, as well as in Latin America.

When discussing Duke Energy's consalidated financial information, it necessarily includes the resulls of the Subsidiary Registranis, which, along with Duke Energy, are
collectively referred to as the Duke Energy Registrants,

Management’s Discussion and Analysis should be read in conjunction with the Consolidated Financial Statements and Notes for the years ended December 31, 2015, 2014 and
2013,

Executive Overview
Acquisition of Piedmont Natural Gas

On October 24, 2015, Duke Energy entered into an Agreement and Plan of Merger (Merger Agreement) with Piedmont Natural Gas Company, Inc., (Piedmont) a North Carolina
cosporation. Under the terms of the Merger Agreement, Duke Energy will acquire Piedmont for approximatsly $4.9 bilion in cash. Upon closing, Piedmont wilt become a wholly
owned subsidiary of Duke Energy.

Purguant to the Merger Agreement, upon the closing of the merger, each share of Piedmont common stock issued and outstanding immediately prior to the closing will be
converted autormatically into the right to receive $60 in cash per share. In addition, Duke Energy will assume Piedmont's existing debt, which was approximately $1.9 billion at
Oclober 31, 2015, the end of Pledmont's most recent fiscal year. Duke Energy expecis to finance the transaction with a combination of debt, between $500 mition and

$750 million of newly Issued equity and other cash sources.

In connection with the Merger Agresment with Piedmont, Duke Energy entered into a $4.9 billion senior unsecured bridge financing facility (Bridge Facllity) with Barclays Capital,
Inc. (Barclays}. The Bridge Facility, if drawn upon, may be used to {i} fund the cash consideration for the transaction and (i) pay certain fees and expenses in connection with
the transaction. In November 2015, Barclays syndicated its commitment under the Bridge Fagility to a broader group of lenders. Duke Energy intends to finance the transaction
with proceeds raised through the issuance of debt, equity and other sources as noted above and, therefore, does not expect to draw upon the Bridge Faciity.

The Federal Trade Commission (FTC) has granted early termination of the 30-day waiting peried under the federal Hart-Scott-Redine Antitrust Improvements Act of 1976. On
January 22, 2016, sharsholders of Piedmont Natural Gas approved the company's acquisition by Duke Energy. On January 15, 2016, Duke Energy filed for approval of the
transaction and associated financing requests with the NCUC. On January 29, 2016, the NCUC approved the financing requests. On January 15, 2016, Duke Energy and
Piedmont filed a joint request with the Tennessee Regulatory Authority for approval of a change in conirel of Piedmont that will result from Duke Energy's acquisition of
Piedmont. In that request, Duke Energy and Piedmont requested that the Authority approve the change in control on or before April 30, 2016. Subject to receipt of required
regulatory approvals and meeting closing conditions, Duke Energy and Piedmont target a closing by the end of 2016,

Qn Degamber 11, 2015, Duke Energy Kentucky filed a declaratary request with the KPSC seeking a finding that the transaction does not constitute a change in cantrol of Duke
Energy Kentucky requiring KPSC approval. Duke Energy also presented the transaction for information before the PSCSC on January 13, 2016.

The Merger Agreement contains certain termination rights for both Duke Energy and Piedmont, and provides that, wpon termination of the Merger Agreement under specified
circumstances, Duke Energy would be required to pay a termination fee of $250 milian to Piedmont and Piedmont would be required to pay Duke Energy a termination fee of
%425 million.

See Note 4 to the Consolidated Financial Statements, Regulatory Matters," for additional information regarding Duke Energy and Piedmant's joint investment in Atlantic Coast
Pipeline, LLC,
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Midwest Generation Exit

Duke Energy, through indirect subsidiaries, completed the sale of the nonregulated Midwest generation business and Duke Energy Retail Sales LLC {collectively, the Disposal
Group) 10 a subsidiary of Dynegy on April 2, 2015, for approximatety $2.8 bilion in cash. Refer 1o Note 2 to the Consolidated Financial Statements, “Acquisitions and
Dispositions,” for additional information on this transaction.

Accelerated Stock Repurchase Program

On April 8, 2015, Duke Energy entered into agreements with each of Goldman, Sachs & Co. and JPMorgan Chase Bank, National Association {the Dealers) fo repurchase a
total of $1.5 bilion of Duke Energy common stock under an accelerated stock repurchase program (the ASR). Duke Energy made payments of $750 milion fo each of the
Dealers and was delivered 16.6 million shares, with a total fair value of $1.275 billion, which represented approximately 85 percent of the total number of shares of Duke Energy
comimon stock expected o be repurchased under the ASR. The $225 million unsettied portion met the criteria to be accounted for as a forward contract indexed to Duke
Energy’s stock and qualified as an squity instrument. The company recorded the $1.5 bilion payment as a reduction 1o common steck as of April 6, 2095. In June 2015, the
Dealers delivered 3.2 million additional shares to Duke Energy to complete the ASR. Approximately 19.8 milion shares, in total, were delivered to Duke Energy and retired under
the ASR at an average price of $75.75 per share, The final number of shares repurchased was based upon the average of the daily volume welghted average stock prices of
Duke Energy’s commoen stock during the term of the program, less a discount.

For additional information on the details of this transaction, see Note 15 {o the Gonsolidated Financial Statements, “Common Stock.”

Financial Results
Annual Eamings {in millions)
BB Netimome Aniiutatic 1o Dubke Enttgy Corporation

BH  adwsesd Carmings ca)

3,080 s3.218 $3.152

poll) 015

Annual Eamings Per Diluted Share

ﬁ Hetfreomg AtbLaba (3 Duke Ermgy Coaporalion coiynon
$iockiolkders pat diubd share

@ Austad Ddyied Eamings Per Sharg (2)

$4.55

2013 2014 18

(a) See Results of Operations below for Duke Energy’s definition of adjusted earnings and adjusted diuted earnings per share as well as a reconciliation of this non-
GAAP financial measure 10 net income attributable to Duke Energy and net income attributable to Duke Energy per diluted share.

Adjusted earnings decreased from 2014 to 2015 primarily due to lower earnings at International Energy as a result of unfavorable hydrology and changes in foreign currency
exchange rates, partially offset by improved earnings al Regulated Utiities from improved retall pricing and wholesale margins net of higher operations and maintenance
expense.

Adjusted earnings increased from 2013 to 2014 primarily due to the impact of revised rates and favorable weather, partially offset by higher depreciation and amortization
expense,

See “Results of Operations™ 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.

2015 Areas of Focus and Accomplishments

In 2015, Duke Energy advanced a number of important strategic initiatives to transform the energy future with a focus on cestomers, employees, operations and growth. Duke
Energy announced the acquisition of Piedmont, completed the purchase of North Carolina Eastern Municipal Power Agency's (NCEMPA) generation assets, completed the sale
of the nonrequlated Midwest Generation business and executed on the coal ash strategy to continue moving towards ash basin closures. Duke Energy also accomplished
industry-feading safety and environmental performance and increased the growth rate of the dividend, a significant componens of the investor value propesition.

Acquisition of Piedmont Natural Gas. In 2015, Duke Energy entered into a Merger Agreement with Piedmont, under which Duke Energy will acquire Piedmont for $4.9 billion



in cash. This acquisition reflects the growing importance of natural gas 1o the future of the energy infrastructure within the company's service territory, and throughout the U.S.,
and establishes a platform for future growth in natural gas infrastructure.
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Purchase of NCEMPA's Generation, In 2015, Duke Energy completed the acguisition of NCEMPA's ownership interest in some of Duke Energy Pragress’s existing nuclear
and coal generation for a total amount of approximately $1.25 billion. Duke Energy and NCEMPA signed a long-term wholesale cantract to provide power to NCEMPA's
customers previously served by the generation assets purchased by Duke Energy.

Sale of the Midwest Generation Business. In 2015, Duke Energy completed the sale of the Disposal Group o Dynegy for approximately $2.8 billion, This decision supports
Duke Energy’s strategy o focus investmentis on businesses with more predictable and less volatie earnings. The proceeds from the sale were used, in part, to recapitalize
Duke Energy through a stock repurchase program and deferrals of the issuance of long-term debt.

Operational Excellence of the Nuclear Fieet, Duke Energy's nuclear fleet set a company record for total electricity production and demonstrated a combined capacity factor
at approximately 94 percent, the 17th consecutive year above 90 percent on this plant reliability measure.

Coal Ash Management. On Aprit 17, 2015, the EPA published the RCRA in the Federal Register, establishing rules to regulate the disposal of CCR from electric utifities as solid
waste, The RCRA, and the Coal Ash Act, as amended, finalized the legal framework related to coal ash management practices and ash basin closure, With final rules in place,
Duke Energy has made significant progress toward closure of coal ash basins and has recommended excavation of 24 basins in the Carolinas. In addition, Duke Energy has
performed comprehensive groundwater studies at each North Carolina basin and provided that information to the North Caralina Department of Environmental Quality
(NCDEQ), which was used by NCDEQ to risk-rank each North Carolina basin. These draft risk rankings provide additional direction for the closure of each basin.

Also in 2015, Duke Energy began closure activities on the four sites specified as high risk by the Coal Ash Act and at the W.S. Lee site in South Carclina. Al each site,
excavation has commenced, with coal ash moving off-site for use in structural fill or to lined landfills.

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 three and a half years, Duke Energy Carolinas and Buke Energy Progress have generated
approximately 90 percent of the guaranteed fuel and joint dispatch savings.

Grow the Dividend. In 2015, Duke Energy Increased the growth rate of the dividend to an annual rate of approximately 4 percent,
Duke Energy Objectives — 2016 and Beyond

Duke Energy will continue to deliver exceptional value to our customers, be an integral part of the communities in which we de business, and provide attractive returns to our
investors. Duke Energy is committed to lead the way to cleaner, smarter energy solutions that customers valye through a strategy focused on:

+  Transformation of the customer experience to meet the changing customer expectations through enhanced convenience, contrel and choice in energy supply and usage,
«  Modernization of the power grid to imprave reliability and flexibility in support of increased distributed energy sources.

«  Generation of cleaner energy through an increased amount of natural gas, renewables generation and the continued safe and refiable operation of nuclear plants.

~  Operational excellence through engagement with employees and being one of the best safety performers in the industry.

= Stakehglder engagement to ensure the reguiatory rules in the states inwhich we operale benafi all customers.

Primary objectives toward the implementation of this strategy include:

Complete the Acquisition of Piedmont. As discussed above, Duke Energy will continue to pursue the remaining required regulatory approvals to aghieve completion of the
Piedmont acquisition in 2016, This acquisition will establish a broader gas infrastructure platform within Duke Energy.

Duke Energy expects to finance the acquisition through a combination of debt, newly issued equity and other cash sources.

Potential Sale of the Latin American Generation Business, On February 18, 2016, Duke Energy announced it had initiated a process to divest the International Energy
business segment, excluding the equity investment in NMC. The process remains in a preliminary stage and there have been no binding or non-binding offers requested or
submitted. There is ng speclfic timeline for execution of a potential transaction. The sale is expected to be dilutive to Duke Energy but would improve Duke Energy's risk profile
and enhance its ability to generate more consistent earnings and cash flows over fime. Proceeds from a successiul sale would be used to fund the operations and growth of its
domestic business.

Growth Initiatives. Duke Energy will continue to pursue regulatory, state and federal approval of the growth projects announced in 2015 and in earfier periods. These projects
will support long-term adjusted earnings growth and support Duke Energy's ability to continue providing its customers affordable, reliable energy from an increasingly diverse
generation portfolio.

Growth in the Regulated Utilities business is expected to be supported by retail and wholesale load growth and significant invesiments. Duke Energy expects to invest between
$4 billion and $5 billilon annually in the Regulated Utilifies business growth projects. Many of these projects will be recovered through riders such as transmission and distribution
expenditures in Indiana and Ohio, as well as energy efficiency riders in the Carolinas.

The Commercial Portfolio renewables business is a significant component of the Duke Energy growth strategy. Renewable projects enable Duke Energy to respond fo
customer interest in clean energy resources while increasing diversity in the generation portfolio. The portfolio of wind and solar is expected to continue growing as between $1
bilion and $2 billion of capital is expected to be deployed aver the next three years, Additionally, investments in the Atlantic Coast Pipeline add approximately $1 bilion of capital
spending through 2017,
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Duke Energy announced new growth initiatives in 2015, which include:

. Duke Energy Progress proposed an approximaie $1 billion investment in the Western Carolinas Modernization Project. The project will retire and replace the existing coal
units with two natural gas combined cycle 280 MW fired generation projects, a utility scale solar pawer plant and aggressive energy efficiency and demand-side
management adoption in the region.

- Commercial Portfolio acquired a 7.5 percent ownership interest in Sabal Trall Transmission, LLC pipeline for a total estimated investment of approximately $225 milion upon
compietion of the project.

Cost Management. Duke Energy has a demonstrated track record of driving efficiencies and productivity into the business. Duke Energy committed to efficiencies following
the merger with Progress Energy and Is on track 1o meet those commitments. Additionally, there is potential for more productivity and efficiency gains Ieadlng to a farget of 2016
operations and maintenance costs at or below 2015 levels.

Continue the Coal Ash Management Strategy. Duke Energy will continue the company's compliance strategy with the Coal Ash Act and RCRA. Duke Energy will update ash
management plans to comply with the appropriate regulations and expand excavation and other compliance work at additional sites once plans and permits are approved.

Results of Operattons
In this section, Duke Energy provides analysis and discussion of earnings and factors affecting eamings on both a GAAP and non-GAAP basis,

Management evaluates financial performance in part based on the non-GAAP financial measures, adjusted earnings and adjusted diluted EPS. Thes¢ items are measured as
income from continuing operations net of income {loss) atiributable to noncontroliing interests, adjusted for the doliar and per-share impact of mark-to-market impacts of
economic hedges in the Commercial Portfolio segment and special items including the operating results of the Disposal Group classified as discontinued operations for GAAP
purposes. Special iterns represent certain charges and credits, which management believes will not be recurring on a regular basis, akthough it is reasonably possible such
charges and credits could recur, Operating results of the Disposal Group sold to Dynegy are reporied as discontinued operations, including a portion of the mark-to-market
adjustments asscciated with derivative contracts. Management believes that including the operating results of the Disposal Group reported as discontinued cperations better
reflects its financial performance and therefore has included these results in adjusted earnings and adjusted diluted EPS prior to the sale of the Disposal Group. Additionally, as
a result of completing the sale of the Disposal Group during the second quarter of 2015, state income tax expense increased as state ingome tax apportionments changed. The
additional tax expense was recognized in Continuing Operations on a GAAP basis. This impact to state income taxes has been excluded from the Commercial Portfolio
segment for adjusted diuted EPS purposes as management believes these impacts are incidental to the sale of the Disposal Group. Derivative contracts are used in Duke
Energy's hedging of a portion of the economic value of its generation assets in the Commercial Portfolio segment. The mark-to-market impact of derivative contracts is
recognized in GAAP earnings immediately and, if associated with the Disposal Group, classified as discontinued operations, as such derivative contracts do not qualify for
hedge accounting or regulatory treatment. The econemic value of generation assets is subject to fluctuations in fair value due to market price volatility of input and output
commodities (e.9., coal, electricity, natura! gas). Economic hedging invelves both purchases and sales of those input and output commodiiies related to generation assets.
Operations of the generation assets are accounted for under the accrual method. Management believes excluding impacts of mark-to-market changes of the derivative
contracts from adjusted earnings until setlement better matches the financial impacts of the derivative contract with the portion of economic value of the underlying hedged
asset. Management believes the presentation of adjusted earnings and adjusted diluted EPS provides useful information te investors, as it provides them an additional refevant
comparison of Duke Energy’s performance across periods. Management uses these non-GAAP financial measures for planning and forecasting and for reporting results fo the
Duke Energy Board of Directors (Board of Directors}, employees, shareholders, analysts and investors concerning Duke Energy’s financial performance. Adjusted diluted EPS
is also used as a basis for employee incentive bonuses. The most directly comparable GAAP measures for adjusted earnings and adjusted diluted EPS are Net Income
Attributable to Duke Energy Corporation and Diluted EPS Attributable to Duke Energy Corporation common shareholders, which include the dollar and per-share impact of
special fiems, mark-to-market impacts of economic hedges in the Commercial Portfolio segment and discontinued operations.

Management evaluates segment performance based on segment income. Segment income is defined as income from continuing operations net of income attributable to
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 economic hedges in the Commercial Portfolio segment and special items, including
the operating results of the Disposal Group classified as discontinued operations for GAAP purposes. Management believes the presentation of adjusted segment income as
presented provides useful information to investors, as it provides them with an additional relevant comparison of a segment's performance across perids. The most directly
comparable GAAP measure for adjusted segment income is segment income, which represents segment income from continuing operations, including any special tems and
the mark-to-market impacts of economic hedges in the Commercial Portfolio segment,

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

See Note 3 to the Consolidated Financial Statements, “Business Segments,” for a discussion of Duke Energy's segment structure.
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Overview
Regulated Utilities Intemnational Commarclal Perifolle Other
Adjusied Segment Income Ad|usted Segment Income Adjusted Segment Income Adjusted Net Expanse
97 S0z 5428 $140
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The following table reconciles non-
GAAP measures to the most directly comparable GAAP measure.

Year Ended December 31, 2015

Total Eliminations! Per

Regulated International Commerclal Reportable Discontinued Duke Diluted

{in milions, except per share amounts) Utllitles Energy Portfollo Segmants Cther Operatlons Energy Share
Adjusted segment Income/Adjusted earnings $ 2,972 $ 225 $ 140 $ 3,337 $ 185y § — §& 3182 § 45
Midwest generation operations — —_ {94) § (94) —_ 94 —_ —_
Cost savings initistives {19} —_ [k} [khi] i —_ 188) 043
Costs 1o achieve mergers - —_ — - {60) - {60) {0.09)
Edwardsport settlement {59) — — (58) - — {58) (0.08)
Ash basin settlement penalties {11} - — {11} — — {11} {0.02)
Discentinued operations — — (41) 41 - {78} {119} {0.17)

Segment income (loss)¥Net income attdbutable to
Duke Energy Cosporation $ 2,883 ¢ 225 § 4 § 3122 § (322) % % % 2816 & 405
Year Ended December 31, 2014

Total Eliminations/ Per

Regulated International Commarcial Reportable Discontinued Duka Dlluted

{In millfons, except per sharea amounts) Utllities Energy Portfolic Segments Other Operations Energy Shara
Adjusted segment income/Adjusted eamings $ 2897 § 428 & w3 & 3434 § 218) $ — $ 3218 & 4.5
International tax adjustment — (373} — {373) — — (373) (0.53)
Costs te achleve mergers — - — — (127) — (127) 0.18)
Midwest generation operatipns — — {114) {114) — 114 _ —
Coal ash Plea Agreements resenve {102y — —_ {102) — — (102} (0.14)
Asset impairment —_ —_ (59} 59) —_ —_ (59) (0,08}

Assot sales — -— — —_ -9 — 9 0.01
Economic hedges {mark-to-market) - — (6) (B} — — (6} {0.01)
Liscontinued operaticns — — 15 15 — ({692} 877) -+ (0.96)

Segment income (loss)/Net income attributable to
Duke Enerﬂfporatinn 3 2795 % 55 § (55) $ 2,795 § @334 % (578) % 1883 § 266
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Year Ended December 34, 2013

Total Eliminations! Per
Regulated Intarnatlonal Commerclal Reportable Discontinued Duke Diluted
{In mlltions, except per share amounts) Utilitles Enerygy Portfollo Segments Other Operatlons Energy Share
Adjusted segment income/Adjustad earnings. $ 2,776 3 408 3 15 [ 3,199 $ (119) % — & 3,080 $ 436
Crystal River Unit 3 charges (215) —_ — {215} —_ —_ {215} (2.31)
Costs te achieve mergers — — — -— (184) — (184} {0.26)
Midwest generation operations — — {88) (88} 14 74 — —
Nuclear davelopment charges (57} - — (57) —_ —_ {87} {0.08}
Litigation reserve - - - - (14) - (14) (0.02)
Asset sales — — €15} (15} 65 — 50 0.07
Piscentinued cperaticns — — — — — 5 5 —_
Segment income {foss)/Net income attributable to
Duke Energy Cerporation $ 2,504 3 408 § @8 & 2824 § {238) ¢ 79 % 2665 § 376

The variance in adjusted earnings for the year ended December 31, 2015, compared to 2014, was primarily due to:

. Lower resufts In Latin America primarily due to lower demand, urfavorable hydrolegy in Brazit, changes in foreign currency exchange rates, a prior-year tax benefit
related to the reorganization of Chilean operations, and lower dispatch in Central America due 1o increased competition;

. Higher operations and maintenance expense primarily due to the prior-year benefit associated with the adoption of nuclear outage levelization, amounts related to
addiional ownership interest in assets acquired irom NCEMPA, and higher planned fossil generation outage cosis, partially offset by lower storm restoration costs;

. Higher depreciation and amortization expense primarily due to higher depreciable base; and

- Lower equity In earnings of unconsolidated affiiates due to lower margins at NMC, largely driven by lower MTBE prices, partially offset by lower butane costs.

Partially offset by:

. Increased retail pricing primarily due to rate riders in most jurisdictions, including increased ravenues related to energy efficiency pragrams, equity retums refated to
additional ownership interest in assets acquired from NCEMPA, and higher base rates;

. Increased wholesale net margins largely due to increases in contracted amounts and prices and a new wholesale contract with NCEMPA;

. Retail sales growth of 0.6 percent;

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

increased generation margins; and
. Reduction in shares outstanding due to the Duke Energy stock repurchase (only impacts per diluted share amounts in the tables above).

The variange in adjusted 2arnings for the year ended December 31, 2014, compared to 2013, was primarily due to:

. Increased retail pricing and riders primarily resutting irom the implementation of revised rates in most jurisdictions;

. Favorable weather in 2014 compared {0 2013;

. Higher PJM capacity revenues for the nonregulated Midwest generation business due to higher prices; and

D Migher resuilts 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 expense primarily due 1o higher depreciable asset base and lower reductions to cost of removal reserves;

. 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-5ervice debt returns due to projects added to customer rates; and

. Higher property and other non-income taxes.
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Sogment Results
The remaining information presented in this discussion of results of operations is on a GAAP basis.,

Regulated Utilities

Years Ended December 31,

Variance Variance

2015 vs, 2014 vs,
{in millions) 2015 2014 2014 2013 2013
Operating Revenuas $ 22062 §$ 222711 § (209) % 20,910 § 1,361
Operating Expenses 16,698 17,026 {328) 16,126 900
Gains on Sales of Other Assets and Other, net 11 4 7 7 (3)
Operating Income 5375 £,249 126 4,791 458
Other Income and Expense, net 262 267 (5) 221 46
Interest Expense 1,097 1,093 4 986 107
Income Befare Incama Taxes 4,540 4423 "7 4,026 387
Income Tax Expense 1,647 1,628 18 1,522 106
Segment Inconta $ 2893 § 2795 % 98 % 2504 § 231
Duke Energy Carclinas Gigawat-Hours {GWh) sales 87,375 87,645 (270) 85,790 1,855
Duke Energy Progress GWh sales 64,881 62,871 2,010 60,204 2,667
Duke Energy Florida GWh sales 44,053 38,703 1,350 37.974 729
Duke Energy Ohio GWh sales 25,439 24,735 704 24,557 178
Duke Energy Indiana GWh sales 33,518 33,433 85 33,715 (282}
Total Regulated Utilities GWh sales 251,266 247,387 3,879 242,240 5,147
Net proportional MW capacity in operation 50,170 49,600 570 49,607 {7)

Year Ended December 31, 2015 as Compared to 2014

Regulated Utilities' results increased due to an increase in wholesale power margins, growth in retail sales, and increased retail pricing primarily due to rate riders in most
jurisdictions, including ingreased revenues related to energy efficiency prograrns, and higher base rates primarily due to phasing of 2013 rate cases, These drivers were
partially offset by impairment expense associated with the 2015 Edwardsport IGCC settiement, higher operations and maintenance expenses, and increased depregiation and
amartization expense. The following is a detailed discussion of the variance drivers by line item.

Operating Revenues, The variance was driven primarily by:

. a $339 million decrease in fuel revenues driven primarily by overall lower fuel rates for electric retail customers. Fuel revenues represent sales 1o retail and wholesale
customers; and

. 2 $131 milion decrease in revenues 10 recover gross receipts taxes due to the North Carolina Tax Simpiification and Rate Reduction Act, which terminated the
collection of the North Carolina gross receipts tax effective July 1, 2014.

Partially offset by:

. a $175 million increase in wholesale power revenues, primarily due 4o additional volumes and capacity charges for customers served under long-term contracts,
including the NCEMPA, wholesale contract that became effective August 1, 2015; and

. a $79 milion increase from retail sales growth {net of fue! revenue) reflecting increased demand.

Operating Expenses. The variance was driven primarily by:

- a $422 milian decrease in fuel expense (including purchased power and natural gas purchases for resale} primarily due to (i} lower natural gas and coal prices, (i)
lower volumes of coal and ofl used in electric generation and (i} lower gas prices and volumes to full-service retal gas customers, partially offset by {iv) highet
volumes of natural gas used in electric generation; and

. a $116 milion decrease in property and other taxes primarily due to the termination of the collection of the North Carolina gross receipts tax as mentioned above, and
the partial reversal of a sales tax reserve recorded in 2014 at Duke Energy Indiana, partially affset by higher praperty taxes acrass multiple jurisdictions and a
favorable 2014 Ohlo gas excise tax setffiement that did not recur in 2015.

Partially ofiset by:

. an $88 milion impairment charge related to the 2015 Edwardsport IGCC settlement. See Note 4 to the Consolidated Financial Statements, “Regulatory Matters,” for
additional information;
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- a $56 milion increase in operations and maintenance expense primarily due to planned nuclear spending and the prior-year benefit of the adoption of nuclear outage
levelization, higher costs for customer programs and distribution projects, and higher maintenance costs at fossil generation stations primarily due to increased
ownership interest in assets acquired from NCEMPA, partially offset by a 2014 litigation reserve related to the Investigation of the Dan River coal ash spill (see Note 5
to the Consolidated Financial Statements, “Commitments and Contingencies,” for additional information), and lower storm restoration costs; and

. a $55 milion ingrease in depreciation and amertization expense primarily due to increased plant in service,

Income Tax Expense. The variance was primarily due to an ingrease In the pretax income. The effective tax rates for the years ended December 31, 2015 and 2014 were
36.3 percent and 36.8 percent, respectively.

Year Ended December 31, 2014 as Compared to 2013

Regulated Utilities' results were positively impacted by higher retail pricing and rate riders, favorable weather, an increase in wholesale power marging, retail sales growth, and
2013 impairments and other charges. These impacts were partially offset by higher depreciation and amortization expense, higher operation and maintenance casts, higher
interest expense, and higher income tax expense. The following is a detailed discussion of the variance drivers by line item.

Operating Revenues. The variance was driven primarily by:

. a $614 million increase in fuel revenues driven primarily by increased demand from eleciric retail customers resulting from favorable weather conditions, and higher
fuel rates for electric retail customers for all jurisdictions, except Narth Carolina, Fuel revenues represent sales to retail and wholesale customers;

. a $556 million net increase in retail pricing primarily due to retait rate changes and updated rate riders;

. a $216 million increase in electric sales {net of fuel revenus} to retail customers due to more favorable weather conditions across the service territory. Compared to

normal, weather was favorable in the Carolinas and Florida service territories, while weather in the Midwest was essentially normal;

. a $63 million increase in wholesale power revenues, net of sharing, primarily due to additional volumes and capacity charges for customers served under long-term
contracts; and

. a $21 million increase from retai sales growth (net of fuel revenue) reflecting increased demand.
Partially offset by:

. a $139 million decrease in gross receipts tax revenue due to the NC Tax Simplification and Rate Reduction Act which terminated the collection of the North Carofina
gross receipts tax effective July 1, 2014,

Operating Expenses. The variance was driven primarily by:

. a $611 million increase in fusl expense (including purchased power and natural gas purchases for resale) primarily related to {i) higher volumes of coal, and oil used in
electric generation due primarily to increased generation resulting from favorable weather conditions, (ii) higher natural gas prices, and (iii) the application of the
Nuclear Electric Insurance Limited (NEIL) settlement preceeds in 2013 for Duke Energy Florida;

. a $436 milion increase in depregiation and amortization expense primarily due to increases in depreciation as a result of additional plant in service and arortization of
reguiatory assets, and higher 2013 reductions to cost of removal reserves in accordance with regulatory orders; and

. a $292 million increase in operating and raintenance expense primarily due to a itigation reserve related to the criminal investigation of the Dan River coal ash spil
(see Note 5 to the Consalidated Financial Statements, “Commitments and Contingencies,” for additional information), higher storm costs, repairs and remediation
expenses assoclated with the Dan River coal ash discharge and other ash basin related assessment costs, and higher nuclear costs, including nuclear outage
levelzation costs, and higher environmental and operational costs that are recoverable in rates; partially offset by a 2013 Crystal River Unit 3 related settlement
matter, decreased benofits costs and 2013 donations for low-income customers and job training in accordance with 2013 NCUC and 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
Note 4 to the Consolidated Financial Statements, “Regulatory Matters,” for additional information;

. a $42 milion decrease in property and other taxes primarily due t0 the termination of the collection of the North Carolina gross receipts tax as mentioned above;
partially offset by a sales tax reserve as a result of an Indiana sales tax audit, and higher property taxes; and

. a $22 million decrease due 1o the 2013 impairment resulting from the decision te suspend the application for two proposed nuclear units at Shearon Harris Nuclear
Plant (Harris). .

Other Income and Expenses, net. The variance is primarily due to recognition of post in-service equity returns for projects that had been completed prior to being reflected in
customer rates, partially offset by lower Alowance for Funds Used During Construction (AFUDC) equity, primarily due to placing the Sutton Plant inio service in late 2013.
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Interest Expense. The variance was primarily due to no longer recording post in-service debt returns on projects reflected in customer rates and a reduction in debt return on
the Crystal River Unit 3 regulatory asset recovered through fuel revenues,

Income Tax Expense. The variance was primarily due fo higher pretax income, 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 tax rate is primarily due to favorable audit settlements, a higher manufacturing
deduction due to prior year limitations based on taxable income, and changes in ingeme apportionment for state income tax, partially offset by the non-deductible litigation
reserve related to the criminal investigation of the Dan River coal ash spil.

Matters Impacting Future Regulated Utilities Resulfs

Duke Energy is a party to multiple lawsuits and could be subject to fines and other penaities related to the Dan River coal ash release and operations at other North Carofina
facilities with ash basins. The cutcome of these lawsuits and potential fines and penalties couid have an adverse impact on Regulated Utilities' financial position, restits of
operations and cash flows. See Note 5 {o the Consolidated Financial Statements, *Commitments and Contingencies,” for additional inforration.

An order from reguiatory authorities disaliowing recovery of costs related to closure of ash impoundments could have an adverse impact on Regulated Utilities’ financia! position,
results of operations and cash flows. See Notes 4 and 9 1o the Consolidated Financial Statements, “Regulatary Matters” and “Asset Retirement Chbligations," respectively, for
additional infarmation.

in 2013, a Federal Energy Regulatory Commission (FERC) Administrative Law Judge (ALJ) issued an initial decision that Duke Energy is responsible for cests associated with
Multl Value Projects (MVP), a type of Transmission Expansion Planning {MTEP) cost, approved by MISO prior to the date of Duke Energy’s withdrawal. On QOctober 29, 2015,
the FERC issued an order reversing the ALJ’s decision. FERC ruled that Duke Energy has no liability for MVP costs after its withdrawal from MISQ. On November 30, 2015,
MISO filed with the FERC a request for rehearing. MISO may appeal the FERC's decision if its request for rehearing is denied. If Duke Energy is deemed responsible for these
cosis, and if the regulatory commissions disallow recovery of these costs, there would be an adverse impact to Regulated Ulilities' financial position, results of operations and
cash fiows. See Note 4 to the Consolidated Financial Statements, *Regulatory Matters,” for additional information.

The FPSC approved an agreement on all securitizaticn-related issues and issued a final financing order to securitize the Crystal River Unit 3 Regulatory asset with low-cost
securities. Securitization will replace base rate recovery and result in & lower rate impact to customers. Securitization of the costs of the retired Crystal River Unit 3 Nuclear
Plant would result In an initial acceleration of cash, followed by a reduction to Regulated Utilities’ future results of operations and ongoing cash flows as it would no longer earn an
equity return on these costs, Under a previous settliement agreement with the FPSC, the allowed return on equity for Crystal River Unit 3 is limited to 70 percent of the approved
return on equity, which is currently 10.5 percent. Regulated Utilities expects to issue the securitization bonds in the first half of 2016.

In September 2015, Duke Energy indiana entered into a settiement agreement with muitiple parties that will resolve all disputes, claims and issues from the IURC proceedings
regarding the Edwardsport IGCC generating facility. In January 2016, additional parties joined a revised seftlement. Pursuant to the terms of the agreement, Regulated Utilities
recognized an impairment and related charges of $93 milion. Additionally, the agreement stipulates the recovery of the remaining regulatory asset over an sight-year period and
confirms the conclusion that the in-service date for accounting and ratemaking purposes will remain June 7, 2013, The settiement agreement will also impose a cost cap for
recoverable operations and maintenance retail costs of $73 million in 2016 and $77 million in 2017 as well as a cost ¢ap for ongoing capital expenditures through 2017. As part
of the settlement, Duke Energy Indiana committed 1o cease burning coal at Gallagher Station Units 2 and 4 by the end of 2022. The settlement is subject to FURC approvat and if
approved would resolve and close a number of outstanding issues pending before the IURC related to post commercial operating performance and recovery of ongoing
operating and capital costs at Edwardsport. If the settiement is not approved, outstanding issues before the IURC related to Edwards port would resume, the ultimate resolution
of which could have an adverse impact on Regulated Utilities' financial posttion, results of operations and cash flows. in addition, the inability to manage operating and capital
costs under caps imposed under the settlement could have an adverse impact on Regulated Utllities' financial position, results of operations and cash flows. See Note 4 to the
Consolidated Financial Statements, “Regulatory Matters,” for additional information,

On October 23, 20185, the EPA published in the Federal Register the CPP rule for regulating CO; emissions from existing fossil fuel-fired EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fuel-fired generation. Under the CPP, states are required to develop and submit a final compliance plan, or an initial plan
with an extension request, to the EPA by September &, 2016, or no fater than September 6, 2018, with an approved extension. These state plans are subject to EPA approval,
with a federal plan applied to states that fail to submit a plan to the EPA or if a state plan is not approved. Legal challenges to the CPP have been filed by stakeholders and
motions to stay the requirements of the rule pending the outcome of the (itigation have been filed. The U.S. Supreme Court granted a Motion to Stay in February 20186, effectively
blacking enforcement of the rule until legal challenges are resolved, Final resolution of these legal challenges could take several years. Compliance with CPP could cause the
industry to replace coal generation with natural gas and renewables, especially in stales that have sigaificant CQ, reduction targets under the rule. Gosts to aperate coal-fired
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to CPP, and this may result in the
retirement of coal-fired generation plants earlier than the current useful lives. Regulated Utilities continues fo evaluate the need to retire generating facilties and plans to seek
regulatory recovery, where appropriate, for amounts that have not been recovered upon asset refirements. However, recovery is subject to future regulatory approval,
including the recovery of carrying costs on remaining book values, and therefore cannot be assured. In addition, Regulated Utilties could incur increased fuel, purchased
power, cperation and maintenance, and other costs for replacement generation as a result of this rule. Regulated Utilities cannot predict the outcome of these matters.
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Intemationat Energy

Years Ended December 31,

Variance Vatiance

2015 vs. 2014 vs.

{in millions) 2015 2014 2014 2013 2013
Qperating Revenues $ 1,088 § 1417 % (329) $ 1,646 $ (129)
Operating Expenses 305 1,007 (202) 1,000 7
Gains on Sales of Other Assets and Other, net [} 6 — 3 3
Qperating Income 289 416 (127) 549 {133y
Ofther iIncorne and Expense, net bl 190 (39) 125 o5
Interest Expense 85 93 (8) 86 7
Income Before Income Taxes 305 513 {208) 588 (75)
Income Tax Expense 74 449 (375) 166 283
Less: Income Attributable to Noncontrolling Interests 6 9 (3) 14 (5)
Segment Income $ 225 % 55§ 70 & 408 % (353)
Sales, GWh 19,211 18,628 582 20,306 {1,877}
Net proportional MW capacity in operation 4,333 4,340 ¥i] 4,600 {260)

Year Ended December 31, 2015 as Compared to 2014

International Energy’s results were impacted by the absence of prior-year taxes on repatriated foreign earnings, partially cffset by lower results in Brazil due to lower demand,
unfavorable hydrological conditions and changes in foreign currency exchange rates, the absence of a prior year merger step-up fax benefit in Chile and lower earnings from
NMC and Central America. The following is a detailed discussion of the variance drivers by line item.

Operating Revenues. The variance was driven primarily by:

. a $177 million decrease in Brazil due to exchange rates, lower average spot prices and volumes, partially offset by higher average contract prices;
. a $122 million decrease in Central America due fo lower average prices and volumes as a result of increased competition and unplanned outages; and
. a $27 million decrease in Peru due to lower average hydrocarbon prices and unfavorable exchanges rates, pariialy offset by higher energy sales volumes,

Operating Expenses. The variance was driven primarily by:

. a $105 million decrease in Brazil due to exchange rates and lower purchased power costs, partially offset by higher variable costs;
. an $88 milion decrease in Central America due to lower fuel costs; and
. a $31 milion decrease in Peru due to lower hydrocarbon royalties, purchased power costs and fuel consumption and change in exchange rates.

Partially offset by:
. a $25 million increase in Ecuador due to an asset impairment loss, higher fuel consumption, and provision for asset retirement obligation.

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

Income Tax Expense. The variance was primarily due to approximately $373 milion of incremental tax expense in 2014 resulting from the decision to repatriate all cumulative
historical undistributed foreign earnings. The effective tax rates for the years ended December 31, 2015 and 2014 were 24.3 percent and 87.3 percent, respectively. The
decrease in the effective tax rate was primarily due to the tax expense associated with the repatriation decision, partially offset by the favorable adjustment related to the merger
of two Chilean subsidiaries recorded in 2014.

Year Ended Docember 31, 2014 as Compared to 2013
International Energy’s results were negatively impacted by higher tax expense resutting from the decision to repatriate historical undistributed foreign earnings, unfavorable

hydrology and exchange rates in Brazil and an unplanned outage in Chile, partially offset by higher equity earnings in NMC and a 2013 net currency remeasurement loss in
Latin America. The following is a detailed discussion of the variance drivers by line tem.
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Operating Revenues. The variance was driven primarily by:
- a $44 milion decrease in Pery as a result of lower sales volumes and exchange rates;
a $35 milion decrease in Brazil due to exchange rates and lower sales volumes partially offset by higher average prices;
. a $27 milion decrease in Chile as a result of lower sales volumes due to an unplanned outage, and lower average prices; and
. a $25 million decrease in Argentina due to exchange rates and lower average prices.

Operating Expenses. The variance was driven primarily by:

. a $75 milion increase in Brazil due to higher purchased power as a result of unfaverable hydrology, partially offset by exchange rates.
Partially ofiset by

. a $38 miflion decrease in Peru as a result of lower purchased power, transmission, and royalty costs; and

. a $26 milion decrease in Argentina due te exchange rates and lower purchased power and fuel congumption.

Other Income and Expenses, nef. The variance Is primarily due to a 2013 net currency remeasurement loss in Latin America, higher interest income in Brazil, and higher
equity earnings in NMC as a result of increased MTBE and methanel sales velumes, parialiy offset by lower average prices and higher butane costs.

income Tax Expense. The variance was primarily due to approximately $373 milion of incremental tax expense in 2014 resulting from the decision to repatriate all cumutative
historical undistributed foreign earnings. The effective tax rates for the years ended December 31, 2014 and 2013 were 87.3 percent and 28.3 percent, respectively, The
increase in the effactive tax rate was also primarily due fo the tax expense associated with the repatriation decision.

Matters Impacting Future International Energy Results

International Energy's operations include conventional hydroelectric power generation facilities located in Brazil where water reservoirs are at abnormally Iow levels due to a

- lack of rainfall. Weather and economic conditions within Brazil have resulted in higher energy prices, a reduction in electricity demand and unfavorable impacts to the exchange
rate of Brazil's currency. These weather and economic conditions have also resulted in lawsuits brought o the Brazilian courts by certain hydroelectric generators to limit the
financial exposure to the generatars. International Energy’s earnings and future cash flows could continue to be adversely impacted by a further sustained period of low
reservorr levels, a further decline of economic conditions within Brazil, or from the outceme of legal matters in the Brazilian courts.

internaticnal Energy's equity earnings from NMC reflect sales of methanol and MTBE, which generate margins that are directionally correlated with crude oil prices and the
recent decline in crude oil prices have reduced the equity earnings realized from NMC. Confinued weakness in the market price of Brent crude oil and related commeodities wil
fikely resuit in a further deciine in equity earnings from NMC.

Cn February 18, 2016, Duke Energy announced it had Initiated a process to divest the International Energy business segment, excluding the equity method investment in NMC.
Duke Energy is in the preliminary stage and no binding or non-binding offers have been requested or submitted. Duke Energy can provide no assurance that this process will
resuk in a fransaction and there is no specific timeline for execution of a potential transaction. If the potential of a sale were to progress, it could result in classification of
International Energy as assets held for sale and as a discontinued operation. As of December 31, 2015, the International Energy segment had a carrying value of approximately
$2.7 billion, adjusted to include the cumulative foreign currency translation losses currently classified as accumulated other comprehensive income.
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Commercial Portfolio

Years Ended December 31,

Variance Variance

2015 vs. 2014 vs.

{in millions) 2015 2014 2014 2013 2013
Operating Revenues $ 301§ 25 § 46 $ 280 % (5)
Operating Expenses 353 441 {88) 425 16
Gainsg (Losses) on Sales of Othér Assets and Other, net 1 —_— 1 (23) 23
Operating Loss (51 {1886) 135 (188) 2
Other Income and Expense, net 6 18 (12) 13 5
Interest Expense 44 58 {14) 61 (3)
Loss Before Income Taxes (89) (226) 137 (2385) 10
Income Tax Benefit (92} {171) 79 {148) (23)
Less: Loss Attribuiable to Noncontrofing Interests {1} — (1) — —
Segment Income (Loss) $ 4 3 (58) % 59 § (88) $ 33
Coalfired plant production, Gwh — 867 (867) 1,644 (777)

Renewable plant production, GWh 5577 5,462 115 5,111 351
Total Commercial Portfolio production, GWh 5,577 6,329 {752) 6,755 (426)
Net proportional MW capacity in operation 1,943 1,370 573 2,031 (661)

Year Ended December 31, 2015 as Compared to 2014

Commercial Portfolio’s results were positively impacted by the 2014 impairment recorded for an intangible asset and new solar generation, partially offset by unfavorable wind
patterns. The following is a detailed discussion of the variance drivers by line item.

Operating Revenues, The variance was driven primarily by:

. a $41 million increase in electric revenues due to the acquisition of REC Solar; and

. a $15 milion increase in electric revenues from new solar generation placed in service.

Partially offset by:

. an $18 milion decrease in electric revenues due to lower wind production.

Operating Expenses. The variance was driven primarily by the $94 milion pretax impairment related to Ohio Valley Electric Corporation (OVEC) in 2014,
Other Income and Expense, net. The variance was primarily due to lower equity earnings in the renewables portfolio due to lower wind production.
Interest Expense. The variance was driven primarily by capitalized interest from increased spending on wind and solar projecis.

Income Tax Benefit. The variance is primarily due to a decrease in pretax losses and changes in state deferred taxes. The effective tax rates for the years ended December
31, 2015 and 2014 were 103.4 percent and 75.5 percent, respectively. The increase in the effective tax rale is primarily due to the Impact of the production tax credits for the
renewables portfolio, partially offset by changes to state apportionment factors on deferred taxes due to the Disposal Group sale.

Year Ended December 31, 2014 as Compared o 2013

Commercial Portfolio’s results were impacted by higher production tax 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 Revenues. 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 been
retired;
. a $7 milion decrease in net mark-to-market revenues on non-qualifying power hedge contracts.

Partially offset by:

. a $16 million increase in elactric revenues from higher production in the renewables portfolio.
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Operating Expenses. The variance was driven primarily by:
. a $94 milion increase driven by an impairment related to OVEC. The impairment reduced the carrying amount of OVEC to zero.

Partially offset by:

. an $18 millien decrease in depreciation driven by discontinued amortization of an intangible asset that was impaired and written off in 2014 and extensions on the
projected useful lives of assets in the renewable portfolio;

. a $17 million decrease in fuel expense for the Beckjord station driven by lower cost of coal from decreased production as units have been retired;

. a $16 miflion decrease related to a 2013 tegal settlement reserve related to previously disposed businesses;

. a $10 milion decrease in general and administrative costs;

. a $9 milion decrease in operations and maintenance expense for the renewables portfolio driven primarily by development cost reductions; and

. a6 mtillion decrease in property 1ax expense driven by cost reductions in the renewables portfolio resulting from a property tax abatement that went into effect in the
current year.

Losses on Sales of Other Assels and Other, net. The variance is attributable to a loss recognized on the sale of certain renewable development projects in 2013.

Other Income and Expense. The variance was primarily due to a net gain recognized for the sale of certain renewable development assets and increased equity earnings
from higher production in the renewable wind porifolio.

income Tax Benefit. The variance was primarily due to changes in state deferred taxes and higher production tax credits in 2014 for the Renewables portfolip. The effective
tax rates for the years ended December 31, 2014 and 2013 were 75.5 percent and 62.8 percent, respectively.

Other
Years Ended December 31,
“afiance Vanance
2015 vs, 2014 vs,
{in millions} 2015 2014 2014 2013 2013
Operating Revenues $ 123 % 105 % 18 $ 175 § {70}
Operating Expenses 382 322 &0 457 {135}
Gains {Losses) on Sales of Other Assets and Other, net 17 6 11 (3) 9
Operating Loss (242) {211) (31) (285) 74
Other Income and Expense, net 20 45 (25) 131 (86)
Interest Expense 393 400 (7) 416 {16)
Loss Before Income Taxes (615) (566) (49) (570) 4
Income Tax Benefit {303} (237) (66) {335) 98
Less: Income attributable to Nongontrolling Interests 10 5 5 3 2
Net Expense $ (322) % (334) $ 12§ (238) % (96)

Year Ended December 31, 2015 as Compared to 2014

Other's results were impacted by (ower Progress Energy merger costs, an increase in income tax benefit, severance accruals, and higher North Carolina franchise taxes. The
following is a detailed discussion of the variance drivers by ling tem,

Operating Revenues. The increase was primarily due to revenues from OVEC, which was shifted from the Commercial Portfolio segment to Other subsequent to the sale of
the Disposal Group {see Note 3 to the Consolidated Financial Statements, "Business Segments.")

Oporating Expenses. The increase was primarily due to severance accruals, higher charges in the current year due to the shift of the residual Midwest Generation business
from the Commercial Portfolio segment to Other in 2015 (see Note 3 to the Consolidated Financial Statements, "Business Segments,”} and higher North Carolina franchise
taxes, partially offset by lower charges related to the Progress Energy merger and higher prior-year captive insurance loss experience,

Gains on Safes of Other Assets and Other, net. The variance was primarily due to the gain on sale of telecommunication leases,

Other Income and Expenses, net. The variance was primarily due to lower returns on investments that support benefit obligations, a gain on an investment sale in the prior
year and lower investment income at Bison Insurance Company Limited, partially offset by interest income from the resolution of an income tax matter.
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Income Tax Benefit. The variance was primarily due to an increase in pretax losses and higher effective fax rate. The effective tax rates for the years ended December 31,
2015 and 2014 were 49.3 percent and 41.9 percent, respectively.

Year Ended December 31, 2014 as Compared to 2013
Other’s results were negatively impacied by a decrease inincome {ax benefit. The following is a detalled discussion of the vasiance drivers by line temn.
Operating Revenues. The decrease was primarily due to mark-to-market activity of mitigation sales related to 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 {Crescent) litigation
reserve, partially offset by unfavorable loss experience at Bison.

Other Income and Expenses. The decrease was primarily due 10 a gain on the sale of Duke Energy's 50 percent ownership in DukeNet Communications Holdings, LLC
{DukeMet) in 2013, partially offset by a current year investment sale gain and higher investment income at Bison,

interest Expense. The variance was due primarily to lower interest on long-term debt resulting from debt maturities and new debt issued at iower rates.

Income Tax Benefit. The variance was primarily due to a state tax benefit recognized in 2013. The effective tax rates for the years ended Decemnber 31, 2014 and 2013 were
41.8 percent and 58.6 percent, respectivaly,

Matters Impacting Future Other Results

Duke Energy Ohio's retired Beckjord generating station (Beckjord), previously an asset of Commercial Portfolio, became an asset of Other after the sale of the Disposal Group.
Beckjord, a nonregulated facility refired during 2014, is not subject 1o the recently enacted EPA rule related to the disposal of CCR from eleciric utfities. However, 1 costs are
incurred as a resuit of environmental regulations or to mitigate risk associated with on-site storage of coal ash, the costs could have an adverse impact on Other's financial
position, results of operations and cash flows.

INCOME (LOSS) FROM DISCONTINUED OPERATIONS, NET OF TAX
Year Ended December 31, 2015 as Compared to 2014

The variance was primarily driven by the 2014 impairment and unrealized mark-to-market losses on economic hedges, and favorable operating results in 2015, partially offset
by a litigation reserve recorded in 2015, as discussed in Note 5, "Commitments and Contingencies," to the Consolidated Financial Statements. Operating results in 2015 were
favorable primarily due to higher PJM capacity revenues related o higher average cleared capacity auction pricing, increased generation margins and lower depreciation
expense, Included in the variance is the impact of ceasing depreciation on the assets of the Disposal Group beginning in the second quarter of 2014. The foregone depreciation
for the years ended December 31, 2015, and December 31, 2014, was approximately $40 million and $117 milion, respectively.

Year Ended December 31, 2014 as Compared to 2013

The variance was primarily due to the 2014 $928 million pretax 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 purchase sale agreement {PSA), less estimated costs to sell and a $134 million pretax mark-to-market [0ss on economic hedges for the
Disposal Group.

DUKE ENERGY CAROLINAS

Introduction

Management's Discussion and Analysis should be read in ¢onjunction with the accompanying Consolidated Financial Statements and Notes for the years ended December 31,
2015, 2014 and 2013,

Basis of Presentation

The results of operations and variance discussion for Duke Energy Carolinas 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} 2015 2014 Varance
Operating Revenues $ 7229 § 7351 § (122)
COperating Expenses 5,268 5.456 (188}
Losses on Sales of Other Assets and Other, net {1) — (1)
Operating Income 1,960 1,895 65
Other Income and Expense, net 160 - 172 (12}
Interest Expense 412 407 5
Income Before Income Taxes 1,708 1,660 48
Income Tax Expense 627 588 39
Net Income $ 1,081 % 1072 § 9
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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 wholesale sales to incorporated municipalities and to public and private utilities and power
marketers. Amounts are not weather normalized.

(Decrease) Increase aver priar year 2015 2014

Residential sales {0.2)% 4.0 %
General service sales 1.0 % 24%
Industrial sales 2.6% 24%
Whelesale power sales 1.5% 5.7%
Joint dispaich sales (44.8)% {25.7)%
Total sales (0.3)% 22%
Average number of customers 13% 1.0%

Year Ended December 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarly by:

. a $219 million decrease in fuel revenues driven primarily by lower natural gas and coal prices, as well as change in fuel mix, partially offset by an increase in demand
from customers. Fuel revenues represent sales to retall and wholesale customers; and

. a $78 million decrease in revenues to recover gross receipts taxes due to the North Garolina Tax Simplification and Rate Reduction Act, which terminated the
collection of North Carclina gross receipts tax effective July 1, 2014,

Partially offset by:

. a $78 million increase in retail pricing and rate riders, which primarily reflects increased revenues related to energy efficiency programs and the second year base
rate step-up from the 2013 South Carolina rate case,

. a $51 million increase from retail sales growth; and

* a $40 milkan increase in whelesale power revenues, net of sharing, primarily due to additional valumes for customers served under long-term contracts.

Operating Expenses, The variance was driven primarily by:
. a $252 milion decrease in fuel expense {including purchased power) primarily related to lower natural gas and ¢eal prices, as well as change in fuel mix; and

- a $47 milion decrease in property and other tax expenses primarily due 1o the termination of the collection of the North Carolina gross receipts tax as meationed
above, partially offset by higher property tax expanse.

Partially offset by:

. a $71 milion increase in operations and maintenance expenses primarily due to higher expenses at generating plants, including the prior-year benefit of the adoption
of nuclear outage levelization, severance expenses related to cost saving initiatives, higher energy efficiency program costs and higher distribution maintenance
expenses, partially offset by a 2014 litigation reserve related to the criminal investigation of the Dan River coal ash spill, lower costs associated with the Progress
Energy merger, and repairs and remediation expensés associated with the Dan River coal ash discharge in 2014; and

. a $42 million increase in depreciation and amortization expense primarily due to higher depreciation as a result of additional plant in service, partially offset by lower
nuclear decommissioning costs and lower amortization of certain regulatory assets.

Other Income and Expenses, net. The variance was primarily due to a decrease in recognition of post in-sefvice equity returns for projects that had been completed prier to
being reflected in custormner rates.

income Tax Expense. The variance is primarily due to an increase in the effective tax rate and higher pretax income. The effective tax rates for the years ended
December 31, 2015 and 2014 were 36.7 percent and 35.4 percent, respectively. The increase in the effective tax rate is primarily due to favorable audit settlements and
changes in apportionment relaled to state income tax recorded in 2014, and a lower tax benefit related to the manufacturing deduction in 2015 as compared to 2014, partially
offset by the non-tleductible ltigation reserve related to the criminal investigation of the Dan River coal ash spill recorded in 2014,

Matters Impacting Future Results

Duke Energy Carclinas is a parly to multiple lawsuits and subject 1o fines and other penaliies refated 10 the Dan River coal ash release and operations at other North Carolina
faciities with ash basins. The culcome of these lawstiits, fines and penalties could have an adverse impact on Duke Energy Carolinas' financial position, results of operations
and cash flows. See Note 5 to the Consolidated Financial Statements, “Commitments and Contingencies,” for additional information.

An order from regulatory authorities disallowing recavery of costs refated to closure of ash impoundments could have an adverse impact on Duke Energy Carolinas' financial
position, results of operations and cash flows. See Notes 4 and 9 to the Consolidated Financial Statements, “Regulatory Matters™ and "Asset Retirement Obligations,"
respectively, for additional information.
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On Octoper 23, 2015, the EPA published in the Federal Register the CPP rule for regulating CO, emissions from existing fossil fusk-fired EGUs. The CPP establishes GO,
emission rales and mass cap goa's that apply to fossil fuei-fired generation. Under the CPP, states are required 10 develop and submit a final compliance plan, or an infiial plan
with an extension request, to the EPA by September 6, 2016, or ne later than September 6, 2018, with an approved extension. These stale plans are subject io EPA approval,
with a federal plan applied to states that fail to submit a plan to the EPA or if a state plan is not approved. Legal challenges fo the CPP have been filed by stakeholders and
mations to stay the requirements of the rule pending the outcome of the litigation have been filed. The U.S. Supreme Court granted a Motion to Stay in February 2016, effectively
blocking enforcement of the rule until legal challenges are resolved. Final resolution of these legal challenges could take several years. Compliance with CPP could cause the
industry to réplace coal generation with natural gas and renewables, especially in states thai have significant CO; reduction targets under the rule, Costs to operate coal-fired
generation plants continue ta grow due o increasing environmental compliance requirements, including ash management costs unrelated to CPP, and this may result in the
retirement of coal-fired generation plants earfier than the current useful lives. Duke Energy Carolinas continues to evaluate the need to retire generating facilities and plans to
seek regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements. However, recovery is subject to future regulatory approval,
incleding the recovery of carrying costs on remaining book values, and therefore cannot be assured. In addition, Duke Energy Carolinas could incur increased fuel, purchased
power, operation and maintenance, and other costs for replacemeant generation as a result of this rule. Duke Energy Carclinas cannot predict the outcome of these maiters.

PROGRESS ENERGY

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,
2015, 2014 and 2013,

Basis of Presentation

The results of operations and variance discussion for Progress Energy 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) 2015 2014 Variance
Operating Revenues $ 10,277 % 10,166 § 111
Operating Expenses 8,142 8,159 (17)
Gains on Sales of Other Assets and Other, net 25 " 14
Operating Income 2,160 2,018 142
Other Income and Expense, net 97 I 20
Interest Expense 670 675 (5)
income Before Income Taxes 1,587 1,420 167
Incarne Tax Expense 522 540 (18)
Income from Continuing Operations 1,065 380 185
Loss from Discontinued Operations, net of tax (3) (6) 3
Net Income 1,062 874 188
Less: Net Income Atiributable 1o Noncontroling Interests 11 3 B
Net Ingome Atfributable to Parent ) $ 1,651 $ 869§ 182

Yoar Ended December 31, 2015 as Compared to 2014
Operating Revenues. The variance was driven primarily by:

. a $118 million increase in wholesale power revenues primarily due to a new NCEMPA cantract effective August 1, 2015, coupled with increased overall demand rates
and higher peak demand at Duke Energy Progress; and

. an $82 milion increase in fuel revenues driven primarily by increased demand at Duke Energy Progress and Duke Energy Florida. Fuel revenues represent sales to
retail and wholesale customers.,

Partially offset by:

. a $113 decrease in rider revenues primarily due to a decrease in the nuclear cost recovery clause as a result of suspending Levy recovery, a decrease in energy
conservation cost recovery clause and environmental Cost recavery clause revenues due to lower recovery rates at Duke Energy Florida, pariially offset by higher
retail pricing and rate riders at Duke Energy Progress, which primarily reflect increased revenues related to the energy efficiency programs and the second year base
rate step-up from the 2013 North Carolina retail rate case.

Operating Expenses. The variance was driven primarily by:

. a $29 milion increase in fuel used in electric generation and purchased power primarlly due to recovery of prior year under-collections of fuel and increased
purchased power, partially offset by lower fue! prices at Duke Energy Florida; and
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. a $28 million increase in impairment charges primarily driven by a 2014 reversal of a prior-year impairment at Duke Energy Progress and current year impairments at
Duke Energy Florida.

Partially offset by:

. a $37 milion decrease in operations and maintenance expenses. Far Duke Energy Progress, this was primaily due to a 2014 Igigation reserve related {o the criminal
investigation of the management of North Carglina coal ash basing, lower storm restoration costs and a favarable pension expense adjustment recorded in 2015,
partially offsel by higher nuclear refueling outage expenses, including the prior-year benefit of the adoption of nuclear outage levelization, due to three refusling
outages in 2015 compared to one outage during the same period in 2014, higher nuclear costs related to additional ownership interest in assets acquired from
NCEMPA, and severance gxpenses related to cost savings initiatives. For Duke Energy Florida, this was primarily due to a decrease in expenses related o costs
that were recoverable through the energy conservation Gost recovery clavse and environmental cost recovery clause; a decrease in employee and executive
benefits; partially offset by an increase in expenses related to various information technology projects;

. a $25 million decrease in property and other taxes primarily due to the North Carolina Tax Simplification and Rate Reduction Act, which terminated the ¢ollection of
North Carglina gross receipts tax effective July 1, 2014, at Duke Energy Progress, partially offset by higher property tax rates and higher revenue related taxes at
Duke Energy Florida; and

. a $12 milion decrease in depreciation and amortization expenses primarily due to reductions in amounts recovered through the nuclear cost recovery clause and the
environmental cost recovery clauses at Duke Energy Florida, partially offset by higher depreciation related to additional plant in service at Duke Energy Progress.

Gains an Sales of Qther Assets and Qther, net. The variance was primarily due to the gain on sale of telecammunication leases.
Other income and Expenses, net, The variance is due to higher AFUDGC equity, primarily due to nuglear plant expenditures at Duke Energy Progress.

Income Tax Expense. The variance was primarily due to a lower effective tax rate. The effective tax rates for the years ended December 31, 2015 and 2014 were 32.9
percent and 38.0 percent, Tespeciively. The decrease in the efiective tax rate was primarily due to the nen-deductible litigation reserve related fo the criminal investigation of the
management of the coal ash basins in 2014, an increase in AFUDC equity in 2015, state tax benefits from corporate restructuring in 2015, and the release of tax reserves in
2015 due to expired stalutes.

Matters Impacting Future Resuits

Progress Energy is a party to multiple lawsuits and subject to fines and other penalties related to operations at certain North Carolina facilities with ash basins. The outcome of
these lawsuits, fines and penalties could have an adverse impact on Progress Energy’s financial position, results of operations and cash flows. See Note 5 to the Consolidated
Financial Statements, “Commitments and Contingencies,” for additional information,

An order from regulatory authorities disallowing recovery of costs related to closure of ash impoundments could have an adverse impact on Progress Energy’s financiaf
position, results of aperations and cash flows. See Notes 4 and 9 to the Consolidated Financial Statements, “Regulatory Matiers” and "Asset Retirement Obligations,”
respectively, for additional information.

The FPSC approved an agreement on all securitization-related issues and issued a finat financing order 1o securitize the Crystal River Unit 3 Regutatory asset with low-cost
securities. Securitization will replace base rate recovery and result in a lower rate Impact to customers. Securitization of the costs of the retired Crystal River Unit 3 Nuclear
Plant would result In an initial acceleration of cash, followed by a reduction to Progress Energy's future results of operations and ongoing cash flows as it would no lenger earn
an equity return on these costs, Under a previous setffiement agreement with the FPSC, the allowed return on equity for Crystal River Unit 3 is limited to 70 percent of the
approved return on equity, which is currently 10.5 percent. Progress Energy expects the securitization bonds to be issued in the first half of 2016.

On October 23, 2015, the EPA published in the Federal Register the CPP rule for regulating CQ, emissions from existing fossil fuel-fired EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fuel-fired generation. Under the CPP, states are required to develop and submit a final compliance plan, or an inktial plan
with an extension request, 1o the EPA by September €, 2016, or no later than September 6, 2018, with an approved extension. These state plans are subject to EPA approval,
with a federal plan applied to states that fail to submit a plan to the EPA or if a state plan is not approved. Legal challenges to the CPP have been filed by stakeholders and
motions to stay the requirements of the rule pending the outcome of the litigation have been filed. The U.S. Supreme Court granted a Motion to Stay in February 2018, effectively
blocking enforcement of the rule until legal challenges are resolved. Final resolution of these legal ¢hallenges could take several years, Compliance with CPP could cavse the
industry to replace coal generation with natural gas and renewables, especially in states that have significant CQ., reduction targets under the rule. Costs o operate coakfired
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to CPP, and this may result in the
retirement of coal-fired generation plants earlier than the current useful lives, Progress Energy continues to evaluate the need to retire generating facilities and plans to seek
regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements. However, recovery is subject to future regulatory approval,
Including the recovery of carrying costs on remaining book values, and therefore cannot be assured. In addition, Progress Energy could incur increased fuel, purchased power,
operation and maintenance, and other costs for replacement ganeration as a result of this rule. Progress Energy cannot predict the outcome of these matters.

DUKE ENERGY PROGRESS
Introduction

Management's Discussion and Analysis should be read in conjunction with the accompanying Consolidated Financial Statements and Notes for the years ended December 34,
2015, 2014 and 2013,
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Basig 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 (1)(2){a) of
Form 10-K.

Results of Operations

Years Ended December 31,

{in millions) 2015 2014 Variance
Operating Revenues $ 5200 $ 5176 § 114
Operating Expenses 4,269 4,244 25
Gains on Sales of Other Asset and Other, net 3 3 —
Operating Income 1,024 935 89
Other Income and Expense, net il 51 20
Intergst Expense 235 234 1
Income Before Income Taxes 860 752 108
income Tax Expense 294 285 9
Met fncome $ 566 $ 467 $ 99

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Progress. The below percentages for retail customer classes
represent biled sales only, Total sales ingludes biled and unbilled retall sales, and whelesale sales to incorporated municipalities and to public and private utlities and power
marketers. Amounts are not weather normalized.

(Decrease} increase over prior year 2015 2014

Residential sales (1.4)% 5.1%
Generat service sales 0.9% 21%
Industrial sales (0.3)% {2.9)%
Wholesale power sales 13.0 % {2.3)%
Joint dispatch sales ' 141 % 753 %
Total sales 32% 44 %
Average number of customers 14% 1.1%

Year Ended December 31, 2015 as Compared to 2014
QOperating Revenues. The variance was driven primarily by:

+  a$100 milion increase in wholesale power revenues primarlly due to a new NCEMPA contract effective August 1, 2015, and increased demand rates charged along
with higher peak demand;

+ 2 %$34 milllon increase in retail pricing and rate riders, which primarily reflect increased revenues related to the energy efficiency programs and the second year base
rate step-up fram the 2013 North Carolina retail rate case; and

«  a$26 million increase in fuel revenues driven primarily by increased demand from wholesale and retail customers,
Partially offset by:

» & $44 milion decrease in revenues to recover gross receipts taxes due to the North Carolina Tax Simpiificalion and Rate Reduction Act, which terminated the
collection of North Carolina gross receipts tax effective July 1, 2014.

Operating Expenses. The variance was driven primarily by:
+  a$61 milion increase In depreciation and amortization expenses primarlly due to higher depreciation related to additional plant in service; and

«  an $18 million reversal in 2014 of a prior-year impairment. These charges related to planned transmission projects for which recovery is not expected, and certain
cost associated with mitigation sales pursuant to merger settlement agreements with the FERC.

Fartially offset by:
= a$34 milion decrease in property and other taxes primarily due to the termination of the collsction of the North Carelina gross receipts tax as mentianed above; and

«  an $18 milion decrease in operations and maintenance expenses, primarfly due to a 2014 litigation reserve related to the criminal investigation of the management of
North Carolina coal ash basins, lower storm restoration costs and a favorable pension expense adjustment recorded in 2015, partially offsst by higher nuclear
refueling outage expenses, including the prics-year beneftt of the adoption of nuclear outage levelization, due o three refuling outages in 2015 compared to one
outage during the same period in 2014, higher nuclear costs related to additional ownership interest in assets acquired from NCEMPA, and severance expenses in
2015 related to cost savings initiatives.
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Other Income and Expenses, net. The variance is due to higher AFUDC equity, primarily due to nuclear plant expenditures,

Income Tax Expense. The effective fax rates for the years ended December 31, 2015 and 2014 were 34.2 percent and 37.9 percent, respectively. The decrease in the
effective tax rate was primarily due to the non-deductible litigation reserve related to the criminal investigation of the management of the coal ash basins in 2014, an increase in
AFUDC equity, and the reduction of the North Carolina statutory corporate state income tax rate.

Matters tmpacting Future Results

Duke Energy Progress is a party to multiple lawsuits and subject to fines and other penalties related to operations at certain North Carolina facilities with ash basins, The
outcome of these lawsuils, fines and penalties could have an adverse impact on Duke Energy Progress’ financial posiion, resulls of operations and ¢ash flows, See Note S to
the Consolidated Financial Statements, “Commitments and Contingencies,” for additional information,

An order from regulatory authorities disallowing recovery of costs related to closure of ash impoundments could have an adverse impact on Duke Energy Progress® financial
position, results of operations and cash flows. See Notes 4 and 910 the Consolidated Financial Statements, “Reguiatory Matters™ and "Asset Retirement Obiligations
respectively, for additional information.

On October 23, 2015, the EPA published in the Federal Register the CPP rule for regulating CO, emissions from existing fossil fuel-fired EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fuel-fired generation. Under the CPF, states are required o develop and submit a final comptiance plan, or an iniial plan
with an extension request, to the EPA by September 6, 2016, or no later than September 6, 2018, with an approved extension. These state plans are subject to EPA approval,
with a federal plan applied to states that fail fo submit a plan 1o the EPA or if a state plan is not approved. Legal challenges to the CPP have been filed by stakeholders and
motions to stay the requirements of the rule pending the outcome of the litigation have been filed. The U.S. Supreme Coutt granted a Motion to Stay in February 20186, effectively
blocking enforcement of the rule until legal challenges are resolved. Final resolution of these legal challenges could take several years. Compliance with CPP could cause the
Industry to replace coal generation with natural gas and renewables, especially in states that have significant CQ, reduction targets under the rule. Gosts to operate coal-fired
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to CPP, and this may result in the
retirement of coal-fired generation plants earlier than the current useful lives. Duke Energy Progress continues to evaluate the need to ratire generating facilities and plans to
seek regutatory recavery, where appropriate, for amounts that have not been recavered upon asset retirements. However, recovery is subject to future regulatory approval,
including the recovery of carrying costs on remaining book values, and therefore cannot be assured. In addition, Duke Energy Progress could incur increased fuel, purchased
power, operation and maintenance, and other costs for replacement generation as a result of this rule. Duke Energy Progress cannct predict the outcome of these matters.

DUKE ENERGY FLORIDA
Introduction

Management’s Discussion and Analysis should be read in conjunction with the accempanying Consolidated Financial Statements and Notes for the years ended December 31,
2015, 2014 and 2013.

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 {1)(2)(a) of Form
10-K.

Results of Operations

Years Ended December 31,

(in millions) 2018 2014 Variance
Operating Revenues $ 4977 % 4975 § 2
Operating Expenses 3,862 3,898 (36)
Gains on Sales of Other Asset and Other, nat — 1 (1}
Operating Income 1,115 1,078 37
Othar Income and Expense, net 24 20 4
Interest Expense 198 201 (3)
income Before Income Taxes ’ 941 897 44
Income Tax Expense 342 349 €]
Net Income $ 599 § 548 % 5%
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The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Florida. The below percentages for retail customer classes
represent billed sales only, Wholesale power sales include both billed and unbilled sales. Total sales includes billed and unbilled refail sales, and wholesale sales to incorporated
municipalities and to public and private utiities and power marketers. Amounts are not weather normalized.

Increase {decrease} over prior year 2015 2014

Residential sales 4.9 % 27 %
General service sales 24% 0.5%
Industrial sales 0.8% 1.9 %
Wholesale and other (2.3)% {(5.9Y%
Total sales 35% 19%
Average number of customers 15% 15%

Year Ended December 31, 2015 as Compared to 2014

Operating Revenues, The variance was driven primarily by:

. a $56 million increase in fuel and capacity revenues driven by increased usage. Fuel revenues represent sales to retail and wholesale custorners;
. a $37 milion increase due to retail sales growth;

. a $34 million increase driven by favorable weather conditions, Weather was also favorable to normal in 2015; and

. an $18 miliion increase in wholesale power revenues primarily driven by increased capacity rates on contracts,

Partially offset by:

. a $147 million decrease in rider revenues primarily due to a decrease in the nuclear cost recovery clause as a result of suspending Levy recovery, a decrease in
energy conservation cost recovery clause and environmental cost recovery clause revenues due to lower recovery rates,

Operzating Expenses The vacdance was driven primarily by

. a $72 milion decrease in depreciation and amartization expense due to reductions in amounts recovered through the nuclear cost recovery clause and the
environmental cost recovery clause; and

. a $15 milion decrease in operations and maintenance expense primarily due to a decrease in expenses related to costs that were recoverable through the energy
conservation cost recovery clause and environmental cost recovery clause; and a decrease in employee and executive benefits; parlially offsel by an increase in
expenses related to various information technology projetts.

Partially offset by:

. a $37 milion increase in fuel used in electric generation and purchase power related 1o recavery of prior year under-coliections of fuel expense and increased
purchased power, partially offset by lower fuel prices; and

. a $9 million increase in property and other taxes due to higher properiy tax rates and higher revenue related taxes.

Income Tax Expense, The effective tax rates for the years ended December 31, 2015 and 2014 were 36.3 percent and 38.9 percent, respectively. The decrease in the
effective tax rate was primarily due fo a release of tax reserves due to expired statutes,

Matters Impacting Future Results

The FPSC approved an agreement on all securitization-related issues and issued a final financing order to securitize the Crystal River Unit 3 Reguiatory asset with low-cost
securities. Securilization will replace base rate recovery and result in a lower rate impact to customers. Securitization of the costs of the retired Crystal River Unit 3 Nuclear
Plant weuld result in an initial acceleration of cash, followed by a reduction 1o Duke Energy Florida's fulure results of operations and ongoing cash flows as it would no longer
earn an equity return on these costs. Under a previous settliement agreament with the FPSC, the allowed return on equity for Crystal River Unit 3 is limited 1o 70 percent of the
approved return on equity, which is currently 10.5 percent. Duke Energy Florida expects to issue the securitization bonds in the first half of 2016.
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Cn Octaber 23, 2015, the EPA published in the Federal Register the CPP rule for regulating CO; emissions from existing fossil fuel-fred EGUs. The CPP establishes CO;
ermission rales and Mmass cap goals thal apply to fossh fuel-fired generation, Under the CPP, states are required fo deveiop and submit a final compliance plan, of an inflial plan
with an extension request, to the EPA by September &, 20186, or rio later than September 6, 2018, with an approved extension. These state plans are subject to EPA approval,
with a federal plan applied to states that fail to submit a plan to the EPA or if a state plan is not approved. Legal chalienges to the CPP have been filed by stakeholders and
motions to stay the requirements of the rule pending the outcome of the litigaticn have been filed. The U.S. Supreme Cowt granted a Motion 10 Stay in February 2016, effectively
blocking enforcement of the rule until legal challenges are resolved. Final resolution of these legal challenges could take several years. Compliance with CPP could cause the
industry to replace ¢oal generation with natural gas and renewables, especialy in states that have significant CO, reduction targets under the rule. Costs to operate coal-fired
generation plants cantinue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to CPP, and this may result in the
retirement of coal-fired generation plants earlier than the current useful ives. Duke Energy Florida continues to evaluate the need to retire generating faciities and plans to seek
regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements, However, recovery is subject to future regulatory approval,
including the recovery of carrying costs on remaining book values, and therefere cannot be assured. In addition, Duke Energy Florida could incur increased fuel, purchased
power, operation and maintenance, and other costs for replacement generation as a resutt of this rule. Duke Energy Florida cannot predict the outcome of these matters,

DUKE ENERGY OHIO
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,
2015, 2014 and 2013.

Basis of Presentation

The results of operations and variance discussion for Duke Energy Ohio is presented in a reduced disclosure format in accordance with General Instruction (i){2)(a) of Form
10-K.

Results of Operations

Years Ended Detember 21,
{in millians) 2015 2014 Variance
Qperating Revenues $ 1,905 $ 1913 § (8)
Operating Expenses 1,610 1,727 (117
Gains on Sales of Other Assets and Other, net 8 1 7
187
Orperating Income 303 116
Other Income and Expense, net 6 10 {4}
Interest Expense 74 86 N
Income from Coentinuing Operations Before Income Taxes 230 11 119
Income Tax Expense from Continuing Qperations 81 43 38
eome from Continuing Qperations 149 68 81
Income (Lass) from Discentinued Operations, net of tax 23 {563) 586
Net Income (Loss) $ 172 % (495) $ 667

The following table shows the percent changes in Regulated Utilties” GWh sales and average number of customers for Duke Energy Ohio. The below percentages for retail
customer classes represent biled sales only, Total sales includes biled and unbilled retail sales, and wholesale sales 1o incorporated municipalities and to public and private
utiities and power marketers, Amounts are not weather normalized,

(Decrease} increase over prior year 2015 2014

Residential sales (2.2)% 1.3%
General service sales {0.1)% 08%
Industrial sales 04% . 33%
Wholesale power sales 222.3% {24 .91%
Total sales 28% 0.7%
Average number of customers 0.7% 0.6 %

Year Ended December 31, 2015 as Compared to 2014

Operating Revenues. The variance was driven primariy by:

. a $66 million decrease in fuel revenues primarily driven by lower electric fuel and natural gas costs and decreased sales volume;

* an $11 milion decrease In electric and natural gas sales to retail customers due fo unfavorable weather conditions compared to both the prior year and to normal
weather; and '

. a $10 million decrease due 1o an Ohio regulatory order that reduced certain energy efficiency rider revenues (see Note 4 1o the Consuolidated Financial Statements,

"Regulatory Matters.”).
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Partially offset by:

. a $29 million increase in Kentucky wholesale revenues primarily due to the purchase of the additional capacity in the East Bend Station in December 2014, the profits
from which are shared with Duke Energy Kentucky retail customers;

' a $19 milion increase in requlated natural gas rate riders primarily due to rate increases;

a $19 milion increase in Chio cther revenues related to OVEC; and
. a $16 million increase in electric rate riders, exciuding Chio energy efficiency, due to rate increases and 2014 true-ups.
Operating Expenses. The variance was driven primarily by the $84 milion pretax impairment related {0 OVEC in 2014,

Income Tax Expense. The variance was primarily due to an increase in pretax income, partially offset by a decrease in the effective tax rate. The effective tax rates for the
years ended December 31, 2015 and 2014 were 352 percent and 28.9 percent, respectively. The decrease in the effective tax rate was primarily due to a favorable adjustment
in 2015.

Discontinued Operations, Net of Tax. The variance was primarily driven by the 2014 impairment and unrealized mark-to-market losses on economic hedges for the Disposal
Group and favorable aperating results in 2015, partially offset by a itigation reserve recorded in 2015, as discussed in Note 5, "Commitments and Contingencles,” 1o the
Consolidated Financial Statements. Operating results in 2015 were favorable primariy due 1o higher PJM capagity revenues related to higher average cleared capacity auction
pricing, increased generation margins and lower depreciation expense. Included in the variance is the impact of ceasing depreciation on the assets of the Disposal Group
beginning in the second quarter of 2014, The foregone depreciation for the year ended December 31, 2015, and December 31, 2014, was approximately $40 million and $121
aition, respectively.

Matters Impacting Future Results

In 2013, a FERC ALJ issued an intial decision that Duke Energy Ohio is responsible for costs associated with certain MVP costs, a type of MTEP cost, approved by MISO prior
to the date of Duke Energy Ohio’s withdrawal. On October 29, 2015, the FERC issued an order reversing the ALJ's decision. FERC niled that Duke Energy Ohio has no liability
for MVP costs after its withdrawal from MISO. On November 30, 2015, MISO filed with the FERC a request for rehearing. If Duke Energy Ohio is deemed responsible for these
costs upon appeal, and if the regulatory commissions disallow recovery of these costs, there would be an adverse impact to Duke Energy Ohio's financial position, results of
operations and cash flows. See Note 4 to the Consolidated Financial Statements, “Regulatory Matiers,” for additional information.

An order from regulatory autherities disallowing recovery of costs related to closure of ash basins ¢ould have an adverse impact on Duke Energy Ohic's financial position,
results of operations and cash flows. See Notes 4 and 9 to the Consolidated Financial Statements, “Regulatory Matters” and "Asset Retirement Obligations,” respectively, for
additional information.

Duke Energy Ohia's nonregulated Beckjord station, a facllity retired during 2014, is not subject to the recently enacted EPA rule related to the disposal of CCR from electric
utilities. However, if costs are incurred as a result of environmental regulations or to mitigate risk associated with an-site storage of coal ash at the facility, the costs could have
an adverse impact on Duke Energy Ohic's financial position, results of operations and cash flows.

On Qctober 23, 2015, the EPA published in the Federal Register the CPP rule for regulating CO, emissions from existing fossil fuel-fired EGUSs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fuel-fired generation. Under the CPP, states are required to develop and submit a final compliance plan, or an inttial plan
with an extension request, to the EPA by September 6, 2016, or no later than September 6, 2018, with an approved extension. These stale plans are subject to EPA approval,
with a federal plan applied to states that fail to submit a plan to the EPA or i a state plan is not approved. Legal challenges 1o the CPP have been filed by stakeholders and
motions to stay the requirements of the rule pending the outcome of the fitigation have been filed. The U.S. Supreme Court granted a Motion to Stay in February 2016, effectively
blacking enforcement of the rule until legal challenges are resolved. Final resolution of these legal challenges could take several years. Compliance with CPP could cause the
industry o replace coal generation with natural gas and renewables, especially In states that have significant CO, reduction targets under the rule. Costs 1o operate coal-fired
generation plants continue to grow due to increasing environmental compliance requirements, including ash management costs unrelated to CPP, and this may result in the
retirement of coal-fired generation plants earlier than the current useful lives. Duke Energy Chio continues to evaluate the need to retire generating facilities and plans to seek
regulatory recovery, where appropriate, for amounts that have not been recovered upon asset retirements. However, recovery is subject to future regulatory approval,
including the recovery of carrying costs on remaining book values, and therefore cannot be assured. In addition, Duke Energy Ohio could incur increased fuel, purchased
power, operalion and maintenance, and other costs for replacement generation as a result of this rule, Duke Energy Ohio cannet predict the outcome of these matters.

DUKE ENERGY IMDIANA

tntroduction

Management's Discussion and Analysis shauld be read in conjunction with the accompanying Consolidated Financial Statements and Notes for the years ended December 31,
2015, 2014 and 2013,

Basis of Presentation
The resuits 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.
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Results of Operations

Years Ended December 31,

{in millions) 2015 2014 Variance

Operating Revenues $ 2,890 $ 3,175 $ (285)
Operating Expenses 2247 2,470 {223}
Gains on Sales of Other Assets and Other, net 1 —_ 1

Operating Income 644 705 681)
Other Income and Expense, net 11 22 {11)
Interest Expense 176 171 5

Income Before Income Taxes 479 556 {7
Income Tax Expense 163 197 (34)
Net Income $ 316 $ 359 § {43)

The foliowing table shows the percent changes in GWh sales and average number of customers for Duke Energy Indiana. The below percentages for retall customer classes
represent billed sales only. Total sales includes billed and unbilled retai sales, and wholesale sales to incorporated municipalities and to public and private ulilities and pawer
marketers. Amounts are not weather normalized.

(Decrease) increase over prior year 2015 2014

Residentlal sales ) ) 4.1)% 21%
General service sales 0.5)% — %
Industriaf sales ) (1.8% 25%
Wholesale power sales 9.4% (8.8)%
Tolal sales 0.3% (0.8)%
Average number of cusiomers 0.8% 06 %

Year Ended December 31, 2015 a5 Compared to 2014

Operating Revonues. The variance was driven primarily by:

. a $265 milion decrease in fuel revenues primarily due to a decrease in fue! rates as a result of lower fuel and purchased power costs.
Operating Expenses. The variance was driven primarily by:

. a $277 million decrease in fuel used in electric generation and purchased power primarily due to lower fue! prices; and

. a $67 million decrease in property and other taxes, primarily as a result of lower sales and use ax. In 2014, an approximate $40 milion other tax reserve was
recorded, a portion of which was reversed in 2015 upon settlement of the matter.

Partially offset by:

. an $88 milion impairment charge related to the 2015 Edwardsport IGCT settiements. See Note 4 to the Consolidated Financial Statemenis, “Regulatory Matters," for
additional information.

Other Income and Expense, net. The variance was primarily due to lower AFUDC equity due to Cayuga scrubbers placed into service in July 2015 and a lower rate
compared to the prior year, partially offset by favorable interest income.

Income Tax Expense. The variance was primarily due {0 a decrease in pretax income and in the effective tax rate. The effective tax rates ior the years ended Degember 31,
2015 and 2014 were 34.0 percent and 35.5 percent, respectively. The decrease in the effective tax rate was primarily due to a favorable adjustment in 2015.

Matters Impacting Future Reswvlits

Duke Energy indiana is evaluating converting Wabash River Unit 6 to a natural gas-fired unit or retiring the unit earlier than its current estimated useful life, If Duke Energy
Indiana slects early retirement of the unit, recovery of remaining book values and associated carrying costs totaling approximately $40 milion could be subject to future
regulatory approvals and therefore cannot be assured.

On April 17, 2015, the EPA published in the Federal Register a rule to regulate the disposat of CCR from electric wlities as solid waste. Duke Energy Indiana has interpreted the
rule to identify the coal ash basin sites impacted and has assessed the amoun's of coal ash subject to the rule and a method of compliance. Duke Energy Indiana's
interpretation of the requirements of the CCR rule is subject to potential legal challenges and further regulatory approvals, which could result in additional ash basin closure
requirements, higher costs of compliance and greater asset retirernent obligations. An order from regulatory authorities disallowing recovery of costs refated to closure of ash
bagins could have an adverse impact on Duke Energy Indiana's financial position, resulis of operations and cash flows.
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In Septermber 2015, Duke Energy Indiana entered into a settlement agreement with multiple parties that wili resolve all disputes, ¢laims and issues from the IURG proceedings
regarding the Edwardsport iGCC generating faciity, In January 2016, additional parties joined a revised settiement. Pursuant to the terms of the agreement, Duke Energy
Indiana recognized an impairment and related charges of $93 milion. Additionally, the settlement agreement stipulates the recavery of the remaining regulatory asset over an
eight-year pericd and confirms the conclusion that the in-service date for accounting and ratemaking purposes will remain June 7, 2013, The settiement agreement will also
impose a cost cap for recoverable operations and maintenance retail costs of $73 million in 2016 and $77 million in 2017 as well as a cost cap for ongoing capital expenditures
through 2017, As part of the settiement, Duke Energy Indiana committed to cease burning coal at Gallagher Station Unit 2 and 4 by the end of 2022, The settlement is subject to
IURC approval and, if approved, would resolve and close a number of cutstanding issues pending before the IURC related to post commercial operating performance and
recovery of ongoing operating and capital costs at Edwardsport. If the settiement is not approved, autstanding issues before the IURC related to Edwardsport would resume,
the ultimate resolution of which could have an adverse impact on Duke Energy Indiana's financial position, results of operations and cash flows. In addition, the inability to
manage operating and capital costs under caps imposed under the settlement could have an adverse impact on Duke Energy Indiana's financial position, results of operations
and cash flows, See Note 4 10 the Consolidated Financial Statements, “Regulatory Matters,” for addittonal information.

On Octaber 23, 2015, the EPA published in the Federal Register the CPP rule for regulating GO emissions from existing fossil fuel-fired EGUs. The CPP establishes CO,
emission rates and mass cap goals that apply to fossil fuel-fired generation. Under the CPP, states are required to develop and submit a final compliance plan, or an initial plan
with am extension request, to the EPA by September 6, 2016, or no later than September 6, 2018, with an approved extension. These state plans are subject to EPA approval,
with a federal plan applied to states that fail to submit a plan to the EPA or if a state plan is not approved. Legal challenges to the CPP have been filed by stakeholders and
mations to stay the requirements of the rule pending the outcome of the fitigation have been filed. The U.S. Supreme Court granted a Motion to Stay in February 2016, effectively
blocking enforcement of the rule until legal challenges are resolved. Final resolution of these legal challenges could take several years, Compliance with CPP could cause the
industry to replace coal generation with natural gas and renewables, especially in states that have significant CQ; reduction targets under the rule. Costs to operate coal-fired
generation plants continue 1o grow due 1o increasing environmental compliance requirements, including ash management costs unrefated to CPP, and thizs may result in the
retirement of coal-fired generation plants earlier than the current useful lives. Duke Energy Indiana continues to evaluate the need to retire generating facilities and plans to seek
regulalory recavery, where apprapriate, for amounts that have not been recovered upan asset retirements. However, recovery is subject to future regulatary approval,
including the recovery of carrying costs on remaining book values, and therefore cannat be assured. in addition, Duke Energy Indiana could incur increased fuel, purchased
power, operation and maintenance, and other costs for replacement generation as a resuit of this rule. Duke Energy Indiana cannot predict the outcome of these matters.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Preparation of financial statements requires the application of accounting policies, judgments, assumptions and estimates that can significantly affect the reported resuits of
operations and the amounts of assets and liabilities reported in the financial statements. Judgments made include the likelihood of success of particular projects, possible legal
and regulatory challenges, earnings assumptions on pension and other benefit fund investments and anticipated recovery of costs, especially through regulated operations.

Management discusses these policies, estimates and assumptions with senior members of management on a regufar basis and provides periodic updates on management
decislons to the Audit Committee of the Board of Directors. Management believes the areas described below 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.

For further information, see Note 1 to the Consolidated Financial Statements, "Summary of Significant Accounting Policies.
Regulatary Accounting

Regulated Utilities, Duke Energy's regulated oparations, meets the criteria for application of reguelatory accounting treatment for substantially all of its operations. As a result,
Duke Energy records assets and liabllities that would not be recorded for nonregulated enlities. Regulatory assets generally represent incurred costs that have been deferred
because such costs are probable of future recovery in customer rates. Regulatory liabilties 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 probable of future recavery by considering factors such as applicable regufatory environment
changes, historical regulatory treatment for similar costs in Duke Energy’s jurisdictions, litigation of rate orders, recent rate orders to other regulated entities, levels of actual
feturn on equity cormpared to approved rates of return on equity, and the status of any pending or potential deregulation legislation. If future recavery of costs ceases tobe
probable, asset write-offs would be recognized in operating income. Additionally, regulatory agencies can provide flexibilty in the manner and timing of the depreciation of
property, plant and equipment, recognition of asset retirement costs, and amortization of regulatory assets, or may disallow recovery of all or a portion of certain assets, For
further information on reguiatory assets and fiabilties, see Note 4 1o the Consolidated Financial Statements, "Regulatory Matters.”

As required by regulated operations accounting rules, significant judgment can be required to determine if an otherwise recognizable ingurred cost, such as closure costs for
ash impoundments, qualifies io be deferred for future recovery as a regulatory asset. Significant judgment can also be required o determine if revenues previously recognized
are for entity specific costs that are no longer expected to be incurred and are therefore a regulatory liability. See Mote 4 to the Consolidated Financial Statements, "Regulatory
Matters,” for a more in-depth discussion of Regulatory Assets and Liabilities.
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Regulatory accounting rules also require recognition of a disallowance {also called “impairment”) loss if it becomes probable that part of the cost of a plant under construction
{or a recently complated plant of an abandaned plant} will be disallowed for ratemaking purposes and a reasonable estimate of the amount of the disalliowance can be made. For
example, if a cost cap is set for a plant still under construction, the amount of the disallowance is a result of a judgment as to the ultimate cost of the plant. Other disallowances
can require judgments on aliowed future rate recovery. See Note 4 to the Consolidated Financial Statements, “Regulatory Matters,” for a discussion of disallowances recorded
related to the Edwardsport GGG Plant and the retired Crystal River Unit 3 Nuclear Plant.

When it becomes probable that regulated generation, transmission or distribution assets will be abandoned, the cost of the asset is removed from plant in service. The value
that may be retained as a regulatory asset on 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, if any, could be offset by the establishment of a regulatory asset if rate recovery is probable. The impairment for a
disaliowance of costs for regulated plants under construction, recently completed or abandoned is based on discounted cash flows.,

For further information, see Note 4 to the Consolidated Financial Statements, "Regulatory Matters.”
Goodwill Impairment Assessments

Duke Energy allocates geodwill to reporting units, which are either the Business Segments listed in Note 3 or one fevel below based on how the Business Segment is managed.
Duke Energy is required to test goodwill for impairment at least annually and more frequently if it is more likely than not that the fair value is less than the carrying 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 a
weighted combination of the income approach, which estimates fair value based on discounted cash flows, and the 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 fror ongoing rate regutation, utility sector market performance 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 inceme approach are based to a large extent on Duke Energy’s internal business plan, and adjusted as appropriate for Duke Energy’s
views of market participant assumptions. Duke Energy’s internal business plan reflects management’s assumptions related to customer usage and attrition based on internal
data and economic data obtained from third-party sources, projected commodity pricing data and potential changes in environmental regulations. The business plan assumes
the occurrence of ceriain events in the future, such as the outcome of future rate filings, future appraved rates of returns on equity, anticipated earnings/returns related to
significant future capital investments, continued recovery of cost of service, the renewal of certain contracts and the future of renewable tax credits. Management alsg makes
assumptions regarding operation, maintenance and general and adrministrative costs based on the expected outcome of the aforementioned events. In estimating cash flows,
Duke Energy incorporates expected growth rates, regulatory and economic stability, the ability to renew contracts and other factors, into its revenue and expense forecasts,

QOne 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 (WACGC) for
each individual reporting unit. The WACC takes into account both the after-tax cost of debt and cost of equity. A major comnpanent of the cost of equity is the current risk-free
rate on 20-year U.S, Treasury bonds. In the 2015 impairment tests, Duke Energy considered implied WACCs for certain peer companies in determining the appropriate WACC
rates ta use in ils analysis. As each reporting unit has a different risk profile based on the nature of ite gperations, inciuding faclors such as regulation, the WACC for each
reporting unit may differ. Accordingly, the WACCs were adjusied, as appropriate, to account for company specific risk premiums. The discount rates used for calculating the fair
values as of August 31, 2015, for each of Duke Energy’s domestic reporting units ranged from 5.9 percent to 7.1 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 refiect the differing risk profiles. This resulted in a discount rate for the August 31, 2015, goodwill impairment test for the international
operations of 10.5 percent.

The underlying assumptions and estimates are made as of a peint in time, Subsequent changes, particularly changes in the discount rates, authorized regulated 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 sither fully or partially rate-regulated. In such environments, revenue requirements are adjusted periodically
by regulators based on factors including levels of costs, sales volumes and costs of capital. Accordingly, Duke Energy’s regulated utilities operate to some degree with a bufter
from the direct effects, positive or negative, of significant swings in market or economic conditions. However, significant changes in discount rates over a prolonged period may
have a material impact an the fair value of equity.

As of August 31, 2015, all of the reporting units’ estimated fair value of equity substantially exceeded the carrying value of equity.
For further information, see Note 11 to the Consolidated Financial Statements, "Goodwill and Intangible Assets.”
Long-Lived Asset Impairment Assessments, Excluding Regutated 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 (swch as a significant
change in cash flow projections, the determination that it is more likely than not 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 attributable to the assets, as compared with
their carrying value.
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Performing an impairment evaluation invelves a significant degree of estimation and judgment in areas such as identifying circumstances that indicate an impairment may exist,
identifying and grouping affected assets, and developing the undiscounted future cash flows., If an impairment has occurred, the amount of the impairment recognized is
determined by estimating the fair value and recording a loss if the carrying value is greater than the fair value. Additionally, determining fair value requires probability weighting
future cash flows to reflect expectations about possible variations in their amounts ar timing and the selection of an appropriate discount rate. Atthough cash flow estimates are
based on relevant information available at the time the estimates are made, estimates of fulure cash flows are, by nature, highly unceriain 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 i an impairment loss is required. Until the
assets are disposed of, their estimated fair value is re-evaluated when circumstances or 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,
Far further information, see Note 2 to the Consolidated Financial Statements, "Acquisition and Dispositions."
Accounting for Loss Contingencies

Preparation of financial statements and related disclosures require judgments regarding the future outcome of contingent events. Duke Energy is involved in certain legal and
environmental matters arising in the normal course of business. Estimating probable losses requires analysis of muttiple forecasts and scenarios that often depend on
judgmenis about potential actions by third partles, such as federal, state and local courts and regulators. Contingent fabilities are often resalved over lang periods of time.
Amounts recorded in the consolidated financial statements may differ from the actual outcome once the contingency is resolved, which could have a material impact on future
results of operations, financial position and cash flows of Duke Energy.

Far further information, see MNotes 4 and 5 to the Consolidated Financial Statements, "Regulatory Matters" and “Commitments and Contingencies”
Revenue Recognition

Revenues on sales of electrigity and gas are recognized when either the service is provided or the product is delivered. Operating revenues include unbilled eleciric and gas
revenues earned when service has been delivered but not billed by the end of the accounting period. Unbilied retail revenues are estimated by applying an average revenue per
kilowatt-hour (kWh) or per thousand cubic feet {Mcf} for all customer classes to the number of estimated kWh or Mcf delivered but not billed. Unbilled wholesale energy
revenues are calculated by applying the contractual rate per MWh to the number of estimated MWh delivered but not yet billed. Unbilled wholesale demand revenues are
calculaled by applying the contractual rate per M to the MW volume delivered but not yet billed. The amount of unbilled revenues can vary significantly from period to period as
a resuit of numerous factors, including seasonality, weather, customer usage patterns, customer mix, timing of rendering customer bills, 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 alternatives. Changes in assumptions can result in different expense and reported asset or liability amounts, and future actual experience can
differ from the assumptions. Duke Energy believes the most critical assumptions for pension and other post-retirement benefits are the expected long-term rate of return on
plan assets and the assumed discount rate applied to future benefit payments, Additionally, the health care cost trend rate assumption is critical to Duke Energy's estimate of
other post-retirement benefits.

Duke Energy elects {0 amortize net actuarial gains or losses in excess of the corridor of 10 percent of the greater of the market-related value of plan assets ar plan projected
benefit obligation, into net pension or other posi-retirement benefit expense over the average remaining service period of active covered employees, Prior service cost or credh,
which represents the effect on plan liabilities due to plan amendments, is amoriized over the average remaining service period of active covered employees.

Duke Energy maintains non-contributery defined benefit retirement plans. The plans cover most U.S. employees using a cash balance formula. Under a cash balance formula,
a plan participant accumulates a retirement benefit consisting of pay credits based upon a percentage of current eligible earnings based on age and years of service and
current interest credits. Certain employees are covered under plans that use a final average earnings formula. As of January 1, 2014, the qualified and non-qualified non-
contributory defined beneftt plans are clpsed to new and rehired non-union, and certain unionized employees,

Duke Energy provides some health care and life insurance benefits for retired employees on a contributory and non-cantributory basis. Certain employees are efigible for these
benefits if they have met age and service requirements at retirement, as defined in the plans.

As of December 31, 2015, Duke Energy assumes pension and other post-retirement plan assets will generate a long-term rate of return of 6.50 percent. The expected long-
term rate of return was developed using a weighted average calculation of expected returns based primarily on future expected returns across asset classes considering the
use of active asset managers, where applicable. Equity securities are held for their higher expected returns. Debt securities are primarily held to hedge the pension liability.
Hedge funds, real estate and other global securities are held for diversification. Investments within asset classes are diversified {o achieve broad market participation and
reduce the impagt 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 fo return seeking assets wil 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 volatility. Effective January 1, 2016, based on the current funded status of the plans, the asset allocation for the Duke
Energy pension plans has been adjusted to 63 percent fixed-income assets and 37 percent return-seeking assets. Duke Energy regularly reviews its actual asset allocation
and periodically rebalances its investments to the targeted allocations when considered appropriate.,
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The assets for Duke Energy's pension and other post-retirament plans are maintained in a master trust. Duke Energy also invests other post-retirement assets in the Duke
Energy Corporation Employee Benefits Trust {VEBA I). The investment objective of VEBA | is to achieve sufficient returns, subject to a prudent level of portfolia risk, for the
purpese of promoting the security of plan benefits for participants. VEBA | is passively managed.,

Ouke Energy discounted its future U.S. pension and other post-retirement obligations using a rate of 4.4 parcent as of December 31, 2015. Discount rates used to measure
benefit plan obligations for financial reporting purposes refiect rates at which pension benefits could be effeciively seftled. As of December 31, 2015, Duke Energy determined its
discount rate for U.S. pension and other post-retirement obligations using a bond selection-setlement portfolio approach. This approach develops a discount rate by selecting a
portiolio of high quality carporate bonds that generate sufficient cash flow to match the timing of projected benefit payments. The selected bond portfolio is derived from a
universe of non-callable corporate bonds rated Aa quality or higher, After the bond porifolio is selected, a single interest rale 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.

Future changes In plan asset returns, assumed discount rates and various other factors related 1o the participants in Duke Energy’s pension and post-retirement plans will
impact fufure pension expense and liabilities. Duke Energy cannot predict with certainty what these factors will be in the future. The following table presents the approximate
effect on Duke Energy’s 2015 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 ocowr.

Qualified and Non- Other Post-Retirement

Qualified Pension Plans Plans
{in millions) 0.25% {0.25)% 0.25% (0.25)%
Effect on 2015 pretax pension and other post-retirement expense
Expecied long-term rate of return $ 20y % 20 $ m s 1
Discount rate (14) 13 {1} 1
Effect on pension and other post-retirement benefit obligation at December 31, 2015
Discount rate (200) 2086 {17 17

Duke Energy's U.5%, other post-retirement plan uses a health ¢are trend rate covering both pre- and post-age 65 retired plan participants, which is comprised of a medical care
trend rate, which reflects the near- and long-term expectation of increases in medical costs, and & prescription drug trend rate, which reflects the near and long-term
expectation of increases in prescription drug costs. As of December 31, 2015, the health care trend rate was 7.5 percent, trending down to 4.75 percent by 2023. The following
table presents the approximate effect on Duke Energy's 2015 pretax other post-retirement expense and other post-retirement benefit obligation i a 1 percentage point change in
the heatth care trend rate were 1o occur,

Other Post-Retirement

Plans
(in millions) 1% {1)%
Effect on 2015 other post-retivement expense $ 7 % %)
Effect on other post-retirement benefit obligation at December 31, 2015 29 (26)

For further information, see Note 21 to the Consolidated Financial Statements, “Employee Benefit Plans.”

LIQUIDITY AND CAPITAL RESOURCES
Sources and Uses of Cash

Duke Energy relies primarily upon cash flows from operations, debt issuances and its existing cash and cash equivalents {o fund its domestic liquidity and capltal requirements.
Duke Energy’s capital requirements arise primarily from capital and investment expenditures, repaying long-term debyt and paying dividends to shareholders, Duke Energy's
prajected primary sources and uses for the next three fisca! years are included in the table below.

(in millions) 2016 2047 2018
Usest):

Capital expenditures $8,600-38,775 $7,300-$8,500 $6,775-$7,800
Debt maturities and reduction in short-term debt® 3,885 2,250 2,750
Dividend payments 2,300 2,400 2,500
Sourcest; ‘

Cash flows from opgrations© $ 7200 § 7500 % 7.900
Debt issirances 7,050 5,200 4,150
Equity issuances — — 350
{a) Uses and Sources exclude amounis related to payments for or proceeds from the ptanned agquisition of Piedmont and possible sale of the International Energy

(b} Zi%mgts capital leases and securitized receivables maturities in 2016 and 2017 expected to be renewed. Amounts represent Duke Energy's financing plan, which

accelerates certain contractual maturities.
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(c} Includes expenditures related to ash basin closures,

On October 24, 2015, Duke Energy entered into an Agreement and Plan of Merger {Merger Agreement) with Piedmont Natural Gas Company, Inc., {(Piedmont) a North Carglina
corporation. Under the terms of the Merger Agreement, Duke Energy will acquire Piedmont for $4.9 billion in ¢ash and will assume Piedmont's existing debt, which was
approximately $1.9 bilion at Qctober 31, 2015, the end of Piedment's most recent fiscal year. Duke Energy expects to finance the transaction with a combination of debt,
between $500 million and $750 million of newly issued equity and other cash sources. Duke Energy has a fully underwritten bridge facility to suppart funding of the merger. For
further information on the Piedmont acquisition, refar to Note 2 to the Consolidated Financial Statements, “Acquisitions and Dispositions.”

During 2014, Duke Energy declared a taxable dividend of foreign earnings in the form of notes payable that was intended to result in the repatriation of approximately $2.7 billion
of cash held and expected ta be generated by International Energy over a period of up to alght years. [n 2015, approximately $1.5 bilion was remitted. Approximately $300
million is expected to be remitted in 2016, with the remaining amount remitted by 2022. Duke Energy announced on February 18, 2016, it had initiated a process to divest the
International Energy business segment, excluding the equity method investment in NMC. Duke Energy is in the prefliminary stage and no binding or non-binding offers have
been requested or submitled. Duke Energy can provide no assurance that this process will result in a transaction. Additional proceeds from the notes payable or from a
successiul sale of International Energy will principally be used to fund the operatians and growth of its domestic businesses.

The Subsidiary Registrants generally maintain minimal cash batances and use short-term borrowings to meet their working capital needs and other cash requirements. The
Subsidiary Registrants, excluding Progress Energy, support their short-term borrowing needs through partigipation with Duke Energy and certain of its other subsidiaries in a
money pool arrangement. The companies with short-term funds may provide short-term loans to affiiales participating under this arrangement. See Note 6 to the Consalidated
Financial Statements, “Debt and Credit Facilities,” for additional discussion of the money pool arrangement.

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

Credit Facilities and Registration Statements

Master Credit Facility Summary

Duke Energy has a Master Credit Facility with a capacity of $7.5 billion through January 2020. The Duke Energy Registrants, excluding Progress Energy (Parent), have
borrowing capacity under the Master Credit Facility up to specified sublimits for each borrower. Duke Energy has the unilateral ability at any time to increase or decrease the
borrowing sublimits of each borrower, subject 1o a maximum sublimit for each barrower. The amount available under the Master Credit Faciiity has been reduced to backstop
the issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that may be put to the Duke Energy Registrants at the option of the
holder and as security 1o meet obligations under the Plea Agreements. The table below includes the current borrowing sublimits and available capacity under the Master Credit
Facility.

December 31, 2015

Duke Duke Duke Duke Duke Duke
Duke Energy Energy Energy Energy Energy Energy
{in millions} Energy {Parent) Carolinas Progress Florida Chiv Intiana
Facility sizets $ 7,500 % 3475 § 800 § 1,000 $ 1,200 $ 425 600
Reduction to backstop issuances
Cormercial paper® {3,138} (1,531} {3000 (333} (709) (115) {150}
Qutsianding letters of credit {72) (65) 4) 2) M —_ —
Tax-exempt bands (116 - (35) - — - . (81)
Coal ash set-aside® {500) -— (250) {250} — — —
Available capacity $ 3674 $ 1,879 % 211§ 45 % 490 $ 310 $ 269
(a) Represents the sublimit of each borrawer at December 31, 2015. The Duke Energy Chio sublimit includes $125 milion for Duke Energy Kentucky.
(b) Duke Energy issued $625 milllon of commercial paper and loaned the praceeds through the money pool to Duke Energy Carolinas, Duke Energy Progress, Duke
Energy Ohio and Duke Energy Indiana. The balances are included within Long-Term Debt Payable to Affliated Companies in the Consolidated Balance Shests.
{c) On May 14, 2015, the United States District Court for the Eastern District of North Carolina approved the separate Plea Agreements entered into by Duke Energy

Carolinas, Duke Ensrgy Prograss and Duke Energy Business Services, LLC (DEBS), a wholly owned subsidiary of Duke Energy, in Sonnection with the investigation
initiated by the USDOJ. Duke Energy Carolinas and Duke Energy Progress are required to each maintain $250 million of available capacity under the Master Credit
Facility as security ta meet their obligations under the Plea Agreements, in addition to certain other conditions. See Note 5 to the Consolidated Financial Statements,
“Commitments and Contingencies,” for additional information,
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Piedmont Bridge Faciliity

In connection with the Merger Agreement with Piedmont, Duke Energy entered into a $4.9 bilion Bridge Facility with Barclays. The Bridge Facility, if drawn upon, may be used to
(i) fund the cash consideration for the trangaction and (i} pay certain fees and expenses in cannection with the transaction. In Novernber 2015, Barclays syndicated its
commitment under the Bridge Facility to a broader group of lenders. Duke Energy intends to finance the transaction with proceeds raised through the issuance of debt, equity
and other sources as noted above and, therefore, does not expect to draw upon the Bridge Facility.

Short-Tenm Loan Facility

On February 22, 2016, Duke Energy entered into a six-month term loan facility (Term Loan) with commiiments totaling $1 billion to provide additional fiexibility in managing short-
term liquidity. The Term Loan can be drawn upaon in a single borrawing of ug to $1 billion, which must occur no later than 45 calendar days following February 22, 2016. As of
February 24, 2016, no amounts have been drawn under the Term Loan. Amounts drawn under this facility, if any, wil be due on August 19, 2016, The terms and conditions of
this Term Loan are generally consistent with those governing the Master Credit Facility discussed above.

Shelf Registration

In September 2013, Duke Energy filed a registration statement (Form S-3) with the SEC. Under this Form -3, which is uncapped, the Duke Energy Registrants, exciuding
Progress Energy 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 siatement
also allows for the issuance of commoen stock by Duke Energy.

CAPITAL EXPENDITURES

Duke Energy continues ta facus on reducing risk and pasitioning its business for future success and willinvest principally in its strongest business sectors, Based on this goal,
the majarity of Duke Energy’s total projected capital expenditures are allocated to the Regulated Utilities segment. Duke Energy's projected captital and investment expenditures
far the next three fiscal years are included in the table below.

{in millions) 2016 2017 2018
New generation $ 1275 $ 925 § 825
Enviranmental 350 425 200
Nuclear fuel 525 425 425
Major nuclear 175 200 75
Customer additions 504 575 575
Grid modernization and other transmission and distribufion projects 1,300 1,475 1,575
Maintenance 2,700 2,325 2,200
Total Regulated Utiities 6,825 6,350 5,875
Cormmercial Portfolio, International Energy and Other 1,775 250 . 900
Total commited expenditures 8,600 7.300 B,775
Discretionary expenditures . 175 1,200 1,025
Total projected capital and investment expenditures % BY75 § 8,500 § 7.800
DEBT MATURITIES

The following table shows the significant compenents of Current maturities of Long-Term Debt an the Consolidated Balance Sheets. The Duke Energy Registrants currently
anticipate satisfying these obfigations with cash on hand and preceeds ffom additional borrowings.

{in millons) Maturity Date nterest Rate December 31, 2015
Unsecured Debt

Progress Energy (Parent) January 2016 5625% $ 300
Cuke Energy Indiana June 2016 6.05% 325
Duke Energy (Parent) November 2016 2.150% 500
First Mortgage Bonds

Duke Energy Indiana July 2016 0.670% 150
Duke Energy Carolinas Decamber 2018 1.750% 350
Qther 449
Current maturities of long-term debt $ 2,074
DIVIDEND PAYMENTS

In 2015, Duke Energy paid Quarterly cash dividends for the 80th cansecutive year and expects to continue its policy of paying regufar cash dividends in the future. There is no
assurance 3s to the amount of future dividends because thay depend on futura earnings, capital requirements, financial condition and are subject to the discretion of the Board
of Directors,
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Through 2020, the dividend payout ratio is expected to be between 70 and 75 percent, based upon adjusted diluted EPS. Over the past several years, Duke Energy’s dividend
has grown at approximately 2 percent annually, slower than overal adjusted earnings growth. In 2015, Duke Energy increased the dividend payout to grow the dividend at
approximately 4 percent annually, better matching expected future earnings growth,

Dividend and Other Funding Restrictions of Duke Energy Subsidiaries

As discussed in Note 4 to the Consolidated Financial Statements, "Regulatory Matters,” Duke Energy’s wholly owned public utiity operating companies have restrictions on the
amount of funds that can be transferred to Duke Energy through dividends, advances or lvans as a result of conditions imposed by various regulators in conjunction with
merger transactions, Buke Energy Progress and Duke Energy Florkla also have restrictions imposed by their first morigage bond indentures and Articles of Jncorporation
which in certain circumstances Jimit their abilty to make cash dividends or distributions on common stock. Additionaily, certain other Duke Energy subsidiaries have other
restrictions, such as minimum working capital and tangible net warth requirements pursuant (o debt and other agreements that limit the amount of funds that can be transferred
fo Duke Energy. At December 31, 2015, the amount of restricted net assets of whally owned subsidiaries of Duke Energy that may not be distributed to Duke Energy in the form
of a loan or dividend 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 equity accounts. Although these restrictions cap the amount of funding the various operating subsidiaries can provide to Duke Energy,
management does not believe these restrictions wil have a significant impact en Duke Energy's ability to access cash to meet its payment of dividends on commen stock and
other fiture funding obligations.

CASH FLOWS FROM QPERATING ACTIVITIES

The relatively stable operating cash flows of Regulated Utilties compose a substantial portion of Duke Energy's cash flows from operations. Regulated Utilities” cash flows from
operations are primarily driven by sales of electricity and natural gas and costs of operations. Weather conditions, working capital and commodity price fluctuations, and
unanticipaled expenses including unplanned piant outages, storms, and legal costs and refated settemenis can affect the timing and level of cash flows from operafions,

Duke Energy believes it has sufficient liquidity resources through the commercial paper markets, and ultimately, the Master Credit Facility, to support these aperations. Cash
flows from operations are subject to a number of other factors, including, but not fimited 1o, regulatory constraints, economic trends and market volatiity (see Itemn 1A, “Risk
Factors,” for additional information}.

At December 31, 2015, Duke Energy had cash and cash equivalents and short-term investments of $857 million, of which approximately $534 million Is held by entities
dorniciied in foreign jurisdictions, in December 2014, Duke Energy declared a 1axable dividend of historica) foreign earnings i the form of notes payable thal was expecied o
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. In 2015,
approximately $1.5 bilion was remitted,

As of December 31, 2015, Duke Energy’s intention was to indefinitely reinvest undistributed earnings generated by Duke Energy's foreign subsidiaries. As a resuft, no U.8_1ax
is recorded on such earnings of approximately $250 milion. The amount of unrecognized deferred tax liability related to undistributed earnings was approximately $12 million,
Qn Februasy 18, 2018, Duke Energy announced & had initiated a process to divest the International Energy business segment, excluding the investment in NMC. See Note 2 for
further information. Accordingly, Duke Energy no longer intends to indefinitely reinvest the undistributed foreign earnings of International Energy and wil therefore record U.S,
taxes related 1o International Energy's undistributed foreign earnings during the first quarter of 2016.

Proceeds from the notes payable or from a successiul sale of International Energy will principally be used to fund the operations and growth of its domestic businesses.
DEBT ISSUANCES

Depending on availability based on the issuing entity, the credit rating of the issuing entity, and market conditions, the Subsidiary Registrants prefer to issue first mortgage
konds and secured debt, followed by unsecured debt. This preference is the result of generally highar credit ratings for first mortgage bonds and secured debt, which typically
result in lower interest cosis. Duke Energy Corporation primarily issues unsecured debt.

Duke Energy’s capitalization is balanced botween debl and equily as shown in the table below.

Prajected
2016 Actual 2015 Actual 2014
Equity AT% 48% 49%
Debt 53% 52% 51%

Duke Energy's fixed charges coverage ratio, calculated using SEC guidelings, was 3.2 times for 2015, 3.2 times for 2014, and 3.0 times for 2013.
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 1o not exceed 65 percent for each borrower. Failure to meet those covenants beyond applicable grace periods could result in accelerated due dates andfor
termination of the agreements or sublimits thereto, As of December 31, 2015, Duke Energy was in complance with all covenanis related to its debt agreements. In addition,
some credit agreements may allow for acceleration of payments or termination of the agreements due to nonpayment, or to the acceleration of other significant indebtedness of
the borrower of some of s subsidiaries. None of the debt of credil agreemenis contain material adverse change clauses.
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Credit Ratings

The Duke Energy Registrants each hold credit ratings by Fitch Ratings, Inc. (Fitch), Moody’s Investors Service, inc. (Moody's) and Standard & Poor's Rating Services (S&P).

The following table includes Duke Energy and certain subsidiaries’ credit ratings and ratings outlook as of February 2016.

Fitch Moody's 5&P
Puke Energy Corporation Watch-N Negative Negative
I55uer Credit Rating 8BB4+ Baal A
Senior Unsecurad Debt BBB+ Baat BBB+
Commercial Paper F-2 P-2 A2
Duke Energy Carolinas Stable Stable Negative
Senior Secured Debt Al Aa2 A
Senior Unsecured Dabt At At A-
Progress Energy Stable Stable Negative
Senior Unsecured Debt BBB Baa2 BBB+
Duke Energy Progress Stable Stable Negative
Issuer Credit Rating A- A2 A-
Senior Secured Debt A+ Aa3 A
Duke Energy Florida Stable Stable Negalive
Senior Secured Debt A Al A
Senior Unsecured Debt P A2 A-
Duke Energy Ohio Stable Stable Negative
Senior Secured Debt A A2 A
Senior Unsecured Debt A- Baal A
Duke Energy Indiana Positive Stable Negative
Senior Secured Debt A, Aa3 A
Senior Unsecured Debt A- A2 As

Cradit ratings are intended to provide credit lenders a framewark far comparing the credit quality of securities and are not a recormmendation to buy, sell or hold, The Duke
Energy Registrants’ credi ratings are dependent on the rating agencies’ assessments of their ability to meet their debt principal and interest obligations when they come due. If,
as a result of market canditions or other factors, the Duke Energy Registrants are unable to maintain current balance sheet strength, or if earnings and cash flow outlook

materially deteriorates, credit ratings could be negatively impacted.
Cash Flaw Information

The following table summarizes Duke Energy's cash flows for the three most recently completed fiscal years.

Years Ended December 31,

(in millions) 2015 2014 2013

Cash flows provided by (used in}:

Operating activitios $ 6676 3 6586 § 6,382

Investing activities (5,277) (56,373) (4,978)
Financing activities {2,578) (678) {1,327)
Net {decrease) increase in cash and cash equivalents (1,179) 535 77

Cash and cash equivalents at beginning of period 2,036 1,501 1,424

Cash and cash equivalents at end of period $ 857 § 203 § 1,501
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OPERATING CASH FLOWS

The following table summarizes key companents of Duke Energy’s operating cash fiows for the three most recently completed fiscal year,

Years Ended December 31,

{in millions} 2015 2014 2013
Net income $ 283 3 1889 § 25676
Non-cash adjustments to net income 4,800 5,366 4,876
Contributions to qualified pension plans (302) —_— {250}
Payments for asset retirement obiigations (346) (68} (12)
Working capital {307) {601) (908)
Net ¢ash provided by operating attivities $ 6,676 §$ 6,586 § 6,382

For the year ended December 31, 2015 compared to 2014, the variance was driven primarily by:

« & $376 million increase in net income aiter non-cash adjustments resulting from increased retail pricing due to rate riders and higher base rates, increased wholesale net
marging due to higher contracted amounts and prices, a new whaolesale contract with NCEMPA, retail sales growth and

« 2 %294 milion increase in cash flows from a working capital decrease primarily due to lower current year receivables resulling from unseasonably warmer weather in
December 2015 and prior year under collection of fuel and purchased power due to increased consumption,

Partially offset by:

« @ $302 milion increase in contributions to qualiiied pension plans and

« @ $278 milion increase in payments for asset retirement obligations.

For the year ended December 31, 2014 compared to 2013, the variance was driven primarily by:

+  a$204 milion increase due to prior year contributions to qualified pension plans, favorable retai! pricing and rate riders and favorable weather, partially offset by current
year under coliection of fuel and purchased power costs and timing of cash payments for operations and maintenance expenses.

INVESTING CASH FLOWS

The foliowing table summarizes key components of Duke Energy’s investing cash flows for the three most recently completed fiscal years.

Years Ended December 31,

{in millions) 2015 2014 2013
Capital, investment and acquisition expenditures $ (8,363) & (5528) $ (5,607)
Available for sale securities, net 3 23 173
Net proceeds from the sale of Midwest generation business and safes of equity investments and other assets 2,968 179 277
Other investing tems 115 {47y 179
Net cash used in investing activities . $ (5277) $ (5373) % {4,978}

The primary use of ¢ash related to investing activities is capital, investment and acquisition expenditures, detailed by reportable business segment in the {ollowing tabile.

Years Ended December 31,

(in millions} 2015 2014 2013
Regulated Utilities $ 6974 $ 4744 % 5,049
Commercial Portfolio 1,131 855 268
Intarnational Energy 45 67 67
Other 213 162 223
TFotal capital, iwestment and acquisition expenditures _ ’ % 8383 % 5528 & 5,607

For the year ended December 31, 2015 compared to 2014, the variance was driven primarily by:
+  a%$2,789 mifion increase in proceeds mainfy due to sale of the nonregulated Midwest generation business to Dynegy and

«  a$202 milian return of collatera! related ta the Chilean acquisition in 2013. The collateral was used to repay a secured loan.
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Partially offset byt

+  a$2,835 milion increase in capital, investment and acquisktion expenditures mainly due to the acquisition of NCEMPA ownership interests in certain generating assets, fuel
and spare paris inventory jointly owned with and operated by Duke Energy Progress and growth initiatives in electric and natural gas infrastructure, solar projects and
natural-gas fired generation,

For the year ended December 31, 2014 compared to 2013, the variance was driven primarily by:

« 2 $192 milion return of collateral related 1o the Chilean hydro acquisition in 2013 and

+  a$150 milion decrease in net proceeds from sales and maturities of available for sale securities, net of purchases.

FINANCING CASH FLOWS

The foliowing table summarizes key components of Duke Energy’s financing cash flows for the three most recently completed fiscal years,

Years Ended December 31,

{in milliens) 2015 2014 2013
Issuance of common stock related to employee benefit plans s 7 8§ s § 9
{Repayments) Issuances of long-term debt, net {74) {123) 840
Notes payable and commercial paper 1,245 1,688 93
Dividends paid (2,254) (2,234) (2,188)
Repurchase of common shares ) {1,500) — —
Other financing ftems {12 (34) @8y
Net cash used in financing activities . $ (2,578) % (678} $ {1,327}

For the year ended December 31, 2015 compared to 2014, the variance was driven primarily by:
< a$1,500 milion increase in cash outflows due to the repurchase of 19.8 million common shares under the ASR and

+ & %443 milion decrease in proceeds from net issuances of notes payable and commercial paper, primarily due to prior year financing with short-term debt in advance of the
2015 receipt of proceeds from the sale of the nonregulated Mikiwest generation business fo Dynegy, net of current year financing with short-term debt used to repay long-
term debt maturities at Duke Energy Florida in advance of the 2016 proceeds from the proposed issuance of securilizatian bonds related to Crystal River Unit 3.

For the year ended December 31, 2014 compared to 2013, the variance was driven primariy by:

+  a$1,595 milion increase in proceeds from netissuances of notes payable and commercial paper, primarily due to funding a larger proportion of total financing needs with
short-term debt in advance of the receipt in 2015 of proceeds from the sale of the Midwest Generation business,

Partially offset by:
+  a$963 milion decrease in net ilssuances of long-term debt, primarily due to funding a larger proportion of total financing needs with short-term debt in 2014 than in 2013,

Summary of Significant Debt |ssuances

Year Ended December 31, 2015

Duke Duke Duke
Maturity Interest Duke Energy Energy Energy
Issuance Date Date Rate Energy (Parent}) Carolinas Progress
Unsecured Debt
November 2015@K) April 2024 3.750% $ 400 $ 400 $ — _—
November 2015@x®} December 2045 4.800% 600 600 —_ -—_
First Mortgage Bonds
March 2015 June 2045 3.750% 500 — 500 —_
August 20150} August 2025 3.250% 500 —_ — 500
August 20150 August 2045 4.200% 700 - — 700
Tolal issuances $ 2700 $ 1,000 § 500 $ 1,200
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(a) Proceeds were used to repay shori-term money pool and commercial paper barrowing issued to fund a portion of the NCEMPA acquisition, see Note 2 to the
Consolidated Financial Statements, "Acquisifions, Dispositions and Sales of Other Asgsets®, for further information.

{b) Proceeds were used to refinance at maturity $300 milien of unsecured notes at Progress Energy due January 2016.

(9] Proceeds wete used to redeem at maturity $500 milion of first martgage bonds due Qctober 2015.

(d} Proceeds were used to refinance at maturity $400 million of first mortgage bonds due December 2015,

Year Ended December 31, 2014

Duke Duke Duke
Maturity tnterest Duke Energy Energy Energy
Issuance Date Date Rate Energy (Parent) Progress Florida
Unsecured Debt
April 2014@ April 2924 3.750% 600 600 - -
April 20142 April 2017 0.613% 400 400 — —
June 20146 May 2019 $1.970% 108 — — —
June 20146 May 2021 13.680% 110 _ - —
Secured Debt
March 2014 March 2017 0.863% 225 —-— - 225
July 2014t July 2036 5.340% 129 — — —
First Mortgage Bonds
March 20149 March 2044 4.375% 400 —_ 400 —
March 201469 . March 2017 0.435% 250 —_ 250 —_
November 2014 December 2044 4.150% 500 — 500 —
November 20149 November 2017 0.432% 200 —_ 200 —
Total issuances $ 2922 % 14000 §% 1,350 % 225
(a} Praceeds were used {o redeem $402 million of tax-exempt bonds at Duke Energy Ohio, the repayment of outstanding commercial paper and for general corporate

purposes. See Note 13 to the Consolidated Financial Statements, "Related Party Transactions” for additional infermation related to the redemption of Duke Energy
Ohio's tax-exempt bonds.

{bY The debtis fiating rate based on three-month London Interbank Offered Rate (LIBOR) plus a fixed credit spread of 38 basis points.

(c) Proceeds were used to repay $196 milion of debt for International Energy and for general corporate purposes. The interest rates include country specilic risk
premiums.

{d) Relates to the securitization of accounts receivable at a subsidiary of Duke Energy Florida. Proceeds were used to repay short-term borrowings under the

intercompany money pool borrowing arrangement and for general corporate purposes. See Note 17 to the Consolidated Financial Statements, "Variable Interest
Entities" for further details.

{e) Proceeds were used to fund a portion of Duke Energy's prior investment in the existing Wind Star renewables portfolio.

) Proceeds were used 1o repay short-term barrowings under the intercompany money pool barrowing arrangement and for general corporate purposés.

(@) The debt is floating rate based on three-month LIBOR plus a fixed credit spread of 20 basis points,

{hy Proceeds were used o repay to redeem $450 milion of tax-exempt bonds, repay short-term borrowings under the intercompany moeney pool borrowing arrangement

and for general corporate purposes.

Off-Balance Sheet Arrangements

Duke Energy and certain of its subsidiaries enter Into guarantee arrangements in the normal course of business to faciltate commercial transactions with third pariies. These
arrangements include performance guarantees, stand-by letters of credit, debt guarantees, surety bonds and indemnifications.

Most of the guarantee arrangements entered into by Duke Energy enhance the eredit standing of certain subsidiaries, non-consolidated entities or less than wholly owned
entities, enabling them to canduct business. As such, these guarantee arrangements involve elements of performance and credit risk, which are not always included on the
Consolidated Balance Shests. The possibility of Duke Energy, ether on its own or on behalf of Spectra Energy Capital, LLC {Spectra Capital) through indemnification
agreements entered into as part of the January 2, 2007, spin-off of Spectra Energy Carp (Spectra Energy), having to honor its contingencies is largely dependent upon the
future operations of the subsidiaries, investees and other third parties, or the octurrence of certain future events.

Duke Energy performs ongoing assessments of their respective guarantee obligations to determine whether any Fabilities have been incurred as a result of potential increased
non-performance risk by third parties for which Duke Energy has issued guarantees.

See Note 7 to the Consolidated Financial Statements, “Guarantees and Indemnfications,” for further detatls of the guarantee arrangements.

Issuance of these guarantee arrangements is not required for the majority of Duke Energy’s aperations. Thus, if Duke Energy discontinued issuing these guarantees, there
would not be a material impact to the consolidated results of operations, cash flows or financial position,

69




PART Il

Other than the guaraniee arrangements discussed above, normal operating lease arrangements and off-balance sheel debt related 1o nen-consolidated VIEs, Duke Energy
dees not have any material off-balance sheet financing entities or structures. For additional information, see Note 5 and Note 17 o the Consolidated Financial Statements,
*Commitments and Contingencies” and “Variable Interest Entities," respectively.

Contractual Obligations

Duke Energy enters into contracts that require payment of cash at certain specified periods, based on certain specified minimum quantities and prices. The following table
summarizes Duke Energy’s contractual cash obligations as of December 31, 2015.

Payments Due By Period

More than
Less than 2-3 years 4-5 years 5 years
1 year (2017 & (2019 & (2021 &

{in millions) Total (2016) 2018) 2020} beyond}

Long-Term debti 5 36376 % 1,870 % 5687 § 4858 § 23,861

Interest payments on long-term debt® 24,846 1,619 3,041 2,557 17,629

Capital leasest 2,060 173 351 360 1,176

Operating leasest) 1,689 219 343 273 864

Purchase obligations:@

Fuel and purchased powerteXd 19,852 4,457 5731 2,860 6,804
Other purchase obligations® 10,737 8,467 1,564 258 448

MNuclear decommissioning trust annual funding® 270 42 29 26 173

Tatal cantraciual cash abligations ) $ 95,840 § 16847 $ 16,746 % 11,182 % 50,955

{a) See MNote 6 to the Consolidated Financial Statements, “Debt and Credit Facifties.”

{b) Interest payments on variable rate debt instruments were calculated using December 31, 2015, interest rates and holding them constant for the fife of the instruments.

{c) See Note 5 to the Consolidated Financial Statements, “Commitments and Contingencies.” Amounts in the table above include the interest component of capital leases
based on the interest rates stated in the lease agreements and exclude ¢eriain related executory costs.

{d) Current liabilities, except for current maturities of long-term debt, and purchase cbligations reflected on the Consolidated Balance Sheets have been excluded from the
above table.

(e} includes firm capacity payments that provide Duke Energy with uninterrupted firm access to electricity transmission capacity and natural gas transportation
contracts, as well as undesignated ceniracts and contracts that qualify as normal purchase/normal sale (NPNS), For contracts where the price pakl is based on an
index, the amount is based on market prices at December 31, 2015, or the best projections of the index, For certain of these amounts, Duke Energy may settle on a
net ¢cash basis since Duke Energy has entered into payment netting arrangements with counterparties that permit Duke Energy to offset receivables and payables
with such counterparties.

[¢i) Amounts exclude obligations under the OVEC purchase power agreement. See Note 17 to the Consolidated Financial Statements for additional information.

(g} Includes contracts for software, telephone, data and censulting or advisary services. Amount also includes contractual obligations for engineering, procurement and
construction casts for new generation plants and nuclear plant refurbishments, environmental projects on fossil facilties, maintenance and day to day contract work at
cerfain wind and solar facilities and commitments to buy wind and combustion turbines. Amount excludes certain open purchase orders for services that are provided
on damand, far which the timing of the purchase cannot be determined.

(n) Related to future annual funding obligations to NDTF through nuclear power stations’ re-licensing dates. Amounts through 2017 include North Carolina jurisdictional
amounts that Duke Energy Progress retained internally and is transitioning to its external decornmissioning funds per a 2008 NCUC order. The iransition of the original
$131 milion must be complete by December 31, 2017, and at least 10 percent must be transitioned each year. See Note 9 to the Consolidated Financial Statements,
"Asset Retirement Obligations."

()] Unrecagnized tax benefits of $88 million are not reflectad in this tahle as Duke Energy cannat predict when open income tax years will glose with completed
examinations. See Mote 22 to the Consolidated Financial Statements, "Income Taxes."

1] The table above excludes reserves for litigation, environmenta! remediation, asbestos-related injuries and damages claims and self-insurance claims (see Note 5 to

the Consolidated Financia) Statements, “Commitments and Contingencies™) because Duke Energy is uncertain as to the timing and amount of cash payments that wit
be required. Additionally, the iable above excludes annual insurance premiums that are necessary to aperate the business, including nuclear insurance (see Note 5 to
the Consolidated Financial Statements, “Commitments and Contingencies”), funding of pension and ather past-retirement benefit plans {see Note 21 to the
Consolidated Financial Statements, "Employee Benefit Plans"), asset retirement obligations, including ash management expenditures (see Note 9 to the Consolidated
Financial Statements, "Asset Retirement Obligations") and regulatory liabilties (see Note 4 to the Consolidated Financial Statements, “Regulatory Matters”) because
the amount and timing of the cash payments are uncertain, Also exciuded are Deferred Income Taxes and Investment Tax Credits recorded on the Gonsclidated
Balance Sheets since cash payments for income taxes are determined based primarily on taxable income for each discrete fiscal year.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Rigk Management Folicies

Duke Energy is exposed to market risks agsociated with commadity prices, interest rates, equity prices and foreign currency exchange rates. Duke Energy has established
comprehensive risk management policies to monitor and manage these market risks. Duke Energy’s Chief Executive Officer and Chief Financial Officer are responsible for the
overall approval ol market tisk management policies and the delegation of approval and authorization levels. The Finance and Risk Management Committee of the Board of
Directors receives periodic updates from the Chief Risk Officer and other members of management on market risk positions, corporate exposures, and overall risk
management activities, The Chief Risk Officer is responsible for the overall governance of managing commodity price risk, including monitering expostire fimits.

The following disclosures about market risk contain forward-looking statemenis that involve estimates, projections, goals, forecasts, assumptions, risks and uncertainties that
could cause actual results or outcomes to differ materially from those expressed in the forward-looking statements, Please review ltem 1A, “Risk Factors,” and “Cauticnary
Statement Regarding Forward-Looking Information” for a discussion of the factors that may impact any such forward-looking statements made herein,

Commodity Price Risk

Duke Energy Is exposed to the impact of market fluctuations in the prices of electricity, coal, natural gas and other energy-related products marketed and purchased as a result
of its ownership of energy related assets, Duke Energy’s exposure to these fluctuations is limited by the cost-based regulation of its operations in its Regulated Utilities segment
as these operations are typically aliowed to recover substantialy all of these costs through various costrecovery clauses, including fue! clauses. Whilke there may be a delay in
timing between when these costs are incurred and when they are recovered through rates, changes from year to year generally do not have a material impact on operating
results of these regulated operations.

Price risk represents the potential risk of loss from atdverse changes in the market price of electricity or other energy commedities. Duke Energy’s exposure to commodity price
fisk is influenced by a number of faciors, including contract size, length, market liquidity, location and unique or specific contract terms. Duke Energy employs established
policies and procedures to manage risks associated with these market fluctuations, which may include using various commodity derivatives, such as swaps, futures, forwards
and options. For additional information, see Note 14 to the Consolidated Financial Statements, “Derivatives and Hedging.”

The inputs and methodologies used 1o determine the fair value of contracts are validated by an internal group separate from Duke Energy's deal origination function. While Duke
Energy uses common indusiry practices 1o develop is valuation techniques, changes in fis pricing methodologies or the undetiying assumplions could result in significantly
different fair values and income recagnition.

Hedging Strategies

Puke Energy closely monftors risks associated with commodity price changes on its future operations and, where appropiiate, uses various commadity instruments such as
electricity, coal and natural gas forward contracts 10 mitigate the effect of such fluctuations on operations. Duke Energy's primary use of energy commodity derivatives is to
hedge the generation portfolio 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 accounting. These
instruments are referred to as undesignated contracts. Mark-to-market changes for undesignated contracts entered inte by regulated businesses are reflected as regulalory
assets or liabilities 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 derivative instruments reflected in earnings.

Duke Energy may also enter into other contracts that qualfy for the normal purchase/normal sale (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 commodity. For
contracts qualifying for the NPNS exception, no recognition of the contract's fair value in the Consolidated Financial Statements is required until settiement of the contract as
long as the transaction ramains probable of acGuering,

Generation Portfolio Risks

Duke Energy is primarily exposed to market price fluctuations of wholesale power, natural gas, and coal prices in the Regulated Utiliies segment. The Duke Energy Registrants
optimize the value of their generation portfolios, which inclede generation assets, fuel, and emission allowances. Modeled forecasts of future generation output and fue!
requirements are based on forward power and fuel marksts. The component pieces of the portfolio are bought and sold based on models and forecasts of generation in order to
manage the economic value of the portfolic in accordance with the strategies of the business units.

For the Regulated Utilties segment, the generation portfolio not utilized to serve retail operations or committed load is subject to commodity price fluctuations. However, the
impact on the Consolidated Statements of Qperations is partially offset by mechanisms in these regulated jurisdictions that resuit in the sharing of net profits from these activities
with retall customers.

International Energy generally hedges thelr expected generation using long-terr bilateral power sales Contracts when favorable market conditions exist and are subject o

wholesale commodity price risks for electricity not sold under such contracts. International Energy dispatches electricity not sold under long-term bilateral contracts into
unveguiated markets and receives wholesale energy marging and capacity revenues fram national system operators.
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Interest Rate Risk

Duke Energy is exposed to risk resulting from changes in interest rates as a result of its issuance of variable and fixed-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 derivative instruments, which may inciude instruments such as, but not limited to, interest rate swaps, swaptions and U.S. Treasury lock agreements to
manage and mitigate interest rate risk exposure. See Notes 1, 6, 14, and 16 to the Consolidated Financial Statements, “Summary of Significant Accounting Poiicies,” “Debt and
Credit Facilties,” "Derivatives and Hedging,” and “Fair Value Measurements.”

At December 31, 2015, Duke Energy had $727 milion notional amount of floating-to-fixed swaps outstanding, $500 milion notional amount of fixed-to-floating swaps outstanding
and $1,300 milian forward-starting swaps outstanding. In the first quarter of 2016, Duke Energy entered into an additional $500 milion notignal amount of forward-starting
swaps. Duke Energy had $7.9 billion of unhedged long- and short-term floating interest rate exposure at December 31, 2015, The impact of a 100 basis point change in interest
rates on pretax incaome is approximately $79 milkon at December 31, 2015, This amount was estimated by considering the impact of the hypothetical interest rates on variable-
rate securities oulstanding, adjusted for interest rate hedges as of December 31, 2015,

See Notes 2 and 14, “Acquisitions and Dispositions" and Derivatives and Hedging," respeciively, to the Consclidatet Financial Slatemnents for addtional information about the
forward-starting interest rate swaps related 1o the Piedmont acquisition.

Credit Risk

Credit risk represents the loss that the Duke Energy Registrants would incur if a counterparty faiis to perform under its contractual obligations. Where exposed 1o credit risk, the
Duke Energy Registrants analyze the counterparty’s financial condition prior to entering into an agreement and monitor exposure on an on-going basis. The Duke Energy
Registranis establish credit imits where appropriate in the context of contraciual arrangements and monitor such fimits.

To reduce credit exposure, the Duke Energy Registrants seek to include netting provisions with counterparties which permit the offset of receivables and payables with such
counterparties. The Duke Energy Registrants also frequently use master agreements with credit support annexes to further mitigate certain credit exposures, The master
agreements provide for a counterparty to post cash or letters of credit to the exposed party for exposure in excess of an established threshold, The threshold amount
represents a negotiated unsecured credt limit for each party to the agresment, determined in accordance with the Duke Energy Registrants’ internal corporate credit practices
and standards. Collateral agreements generaly also provide that the inability to post collateral is sufficient cause to terminate contracts and liquidate all positions.

The Duke Energy Registrants also oblain cash or letters of credit from certain counterparties to provide credit support outside of collateral agreements, where appropriate,
based on a financial analysis aof the caunterparty and the requlatory or contractual terms and canditions applicable to each transaction. See Note 14 to the Consolidated
Financial Statements, “Derivatives and Hedging,” for additional information regarding credit risk related to derivative instruments.

The Duke Energy Registrants’ principal counterparties for its electric and gas businesses are regional transmission organizations, distribution companies, municipalities, electric
cooperatives and utiities located throughout the U.S. and Latin America. The Duke Energy Registrants have concenirations of receivables from such entities throughout these
regions. These concentrations of receivables may affect the Duke Energy Registrants' overall credtt risk in that risk factors can negatively impact the cregit quality of the entire
sector.

The Duke Energy Registrants are also subject to credit risk from transactions with their suppliers that involve pre-payments in conjunction with outsourcing arrangernents,
maijor construction projects and certain commodity purchases. The Duke Energy Regisirants' credit exposure to such suppliers may take the form of increased costs or
project delays in the event of non-performance. The Duke Energy Registrants' frequently require guarantees or letters of credit from suppliers to mitigate this credit risk.

Credit risk assotiated with the Duke Energy Registrants’ service to residential, commercial and industrial customers is generally imited 1o outstanding accounts receivable. The
Duke Energy Registrants mitigate this credit risk by requiring customers to provide a cash deposit, letter of credit or surely bond until a satisfactory payment history is
established, subject o the rules and regulations in effect in each retail jurisdiction, at which time the deposit is typically refunded, Charge-offs for retail customers have
historically been insignificant to the operations of the Duke Energy Registrants and are typicaily recovered through retal rates. Management continually monitors customer
charge-offs and payment patterns to ensure the adequacy of bad debt reserves. Duke Energy Ohio and Duke Energy Indiana sell certain of their accounts receivable and
related collections through Cinergy Receivables Company, LLC {CRGC), a Duke Energy consolidated variable interest entity. Losses on collection are first absorbed by the
equity of CRC and next by the subordinated retained interests held by Duke Energy Ohie, Duke Energy Keniucky and Duke Energy Indiana. See Note 17 to the Consolidated
Financial Statements, “Variable Interest Entities.”

Duke Energy Carolinas has third-party insurance to cover certain losses rejated to asbesios-related injuries and damages above an aggregate seli-nsured retention. Duke
Energy Carolinas’ cumulative payments began to exceed the seff-insurance retention in 2008. Future payments up to the policy limit will be reimbursed by the third-party
insurance carrier. The insurance policy imit for potential futere insurance recoveries indemnification and medical cast claim payments is $847 milion in excess of the sef-
insured retention. Receivables for insurance recaveries were $599 milion and $616 milion at December 31, 2015 and 2014, respectively. These amounts are classified in Other
within Investments and Other Assets and Receivables on the Consolidated Balance Sheets. Duke Energy Carolinas is not aware of any uncertainties regarding the legal
sufficiency of insurance claims. Duke Energy Carolinas believes the insurance recovery asset is probable of recovery as the insurance carrier conlinues to have a strong
financial strength rating.

The Duke Energy Registrants also have credit risk exposure through issuance 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 cowid be requited to perform under these guarantee
obligations in the event the obligor under the guarantee fails to perform. Where the Duke Energy Registrants have issued guarantees related {o assets or operations that have
been disposed of via sale, they attempt to secure indemnification from the buyer against all future performance obligations under the guarantees. See Nate 7 to the Consolidated
Financial Statements, “Guarantees and Indemnifications,” for further information on guarantees issued by the Duke Energy Registrants.
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Based on the Duke Energy Registrants’ poficies for managing credit risk, their exposures and their credit and other reserves, the Duke Energy Registrants do not currently
anticipa'e a materially adverse effect on their consclidated financial position of results of operations as a result of non-petformance by any counterparty.

Marketable Sectirities Price Risk

As described further in Note 15 to the Consclidated Financlal Statements, “Investments in Debt and Equity Securities,” Duke Energy invests in debt and equity securities as part
of various investment portfolios 1o fund certain obligations. The vast majorily 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 maintaing invesiments ta faciitate funding the costs of praviding nan-contributory defined benefit retirement and ather post-retirement benefit plans. These
investments are exposed to price fluctuations in equity markets and changes in interest rates. The equity securities held in these pension pfans are diversified to achieve broad
market participation and reduce the impact of any single investment, sector or geographic region. Duke Energy has established asset allocation targets for its pension plan
holdings, which take into consideration the investment objectives and the risk profile with respect to the trust in which the assets are held,

A significant decling in the value of pfan asset holdings could require Duke Energy to increase funding of its pension plans in future pericds, which cou'd adversely affect cash
flows in those periods. Additionally, a decline in the fair value of plan assets, absent additional cash contributions to the plan, could increase the amount of peasion cost required
te be recorded in future periods, which could adversely affect Duke Energy's results of aperations in those periods.

Nuclear Decommissioning Trust Funds

As required by the NRC, NCUC, PSCSC and FPSC, subsidiaries of Duke Energy maintain trust funds te fund the costs of nuclear decommissioning. As of December 31, 2015,
these funds were invested primarty in domestic and international equity securities, debt securities, cash and ¢ash equivalents and shori-term investments. Per the NRC,
Internal Revenue Code, NCUC, PSCSC and FPSC requirements, these funds may be used only for activities related to nuclear decommissioning. These investments are
exposed to price fluctuations in equity markets and changes in interest rates. Duke Energy actively moritors its portfolios by benchmarking the performance of its investments
against certain indices and by maintaining, and periodically reviewing, target allocation percentages for various asset classes. A¢counting for nuclear decommissioning
recognizes that costs are recovered through retail and wholesale rates; therefore, fluctuations in equity prices do not materially affect the Consolidated Statements of
Operafions as changes in the fair value of these investments are primarity deferred as regulatory assets or regulatory liabiities purseant to Orders by the NCUC, PSCSC and
FPSC. Earnings or losses of the fund will ultimately impact the amount of costs recovered through retail and wholesale rates. See Note 9 10 the Cansolidated Financia!
Statemants, “Asset Retirement Obligatians™ for additional information regarding nuclear decommissioning costs. See Note 15 o the Consolidated Financial Statements,
“Investments in Debt and Equity Securities” for additional information regarding NDTF assets.

Forelgn Currency Risk

Duke Energy is exposed to foreign curcency risk {rom investments in international businesses owned and operated in countries outside the U.S. and from certain commadity-
related transactions within domestic operations that are denominated in foreign currencies. To mitigate risks associated with foreign currency fluctuations, contracts may be
denarninated in or indexed ta the U.8. dallar and/or local 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 sensttivity analysis, which measures the impact of devaluation of the foreign gurrencies to which it has exposure.

Duke Energy's primary foreign currency rate exposure is to the Brazilian real. The table below summarizes the potential effect of foreigh currency devaluations on Duke
Energy’s Consclidated Statement of Operations and Consolidated Balance Sheets, based on a sensitivity analysis performed as of December 31, 2015 and December 31,
2014.

Summary of Sensitivity Analysis for Foreign Currency Risks

Assuming 14 percent devaluation
in the currency exchange rates in
all exposure currencies
As of December 31,

(in millions) 2015 2014
Ingome Statement impact® $ {17 % (20)
Balance Sheet impact®} {74) (98)

(a) Amaunts represent the potential annual net pretax loss on the transiation of local currency earnings to the U.S. dollar in
2015 and 2014, respectively.
{b) Amounts represent the potential impact to the currency translafion through Accumulated Other Comprehensive Income (AOCI) on the Consolidated Balance Sheets.
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OTHER MATTERS
Ratios of Earnings to Fixed Charges
The Ouke Energy Registrants’ tatins af earnings ta fivad gharges, as calculated using SEC guidelines , are Included in the table belaw,

Years Ended December 31,

2015 2014 2013
Duke Energy 3.2 3.2 3.0
Duke Energy Carolinas 47 A5 4.4
Progress Energy 29 2.7 22
Duke Energy Progress 3.7 35 3r
Duke Energy Florida 43 4.1 29
Duke Energy Ohio 3.6 2.1 2.2
Duke Energy Indiana 3.6 4.1 4.1

Environmental Regulations

Duke Energy is subject to international, federal, state and loca! regulations regarding air and water quality, hazardous and solid waste disposal and other environmental matters.
The Subsidiary Registrants are subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other environmental
matters, These regulations can be changed from time to time and result in new obligations of the Duke Energy Registrants.

The following sections outline various proposed and recently enacied regulations thal may impact the Duke Energy Registrants. Refer to Note 4 to the Consolidated Financial
Statements, "Regulatory Matters," for further information regarding potential plant refirements and regulatory fiings related to the Duke Energy Registrants.

Coal Combustion Residuals

On April 17, 2015, the EPA published in the Federal Register a rule 1o reguiate the disposal of CCR irom electric utilities as solid waste. The federal regulation, which became
effective in October 2015, classifies CCR as nonhazardous waste under Subtile D of the Resource Conservation and Recovery Act and allows for beneficial use of CCR with
some restrictions. The regualion applies to al new and exisiing landfils, new and existing surface impoundments receiving CCR and existing surface impoundments that are no
fonger receiving CCR but contain liquid located at stations currently generating electricity (regardless of fuel source). The rule establishes requirements regarding landfil design,
structural integrity design and assessment criteria for surface impoundments, groundwater monftoring and proteciion procedures and other operational and eporting
procedures to ensure the safe disposal and management of CCR. In addition ta the requirements of the federal CCR reguiation, CCR landfills and surface impoundments will
cantinue to be independently regulated by most states. Duke Energy Caralinas, Progress Energy, Duke Energy Progress, Duke Energy Ohio and Duke Energy Indiana
recorded asset retirement obligation amounts during 2015. Cost recovery for future expenditures will be pursued through the normal ratemaking process with federal and state
utility commissions and via whalesale contracts, which permit recovery of necessary and prudently incurred costs associated with Duke Energy’s regutated operations. Far
maore information, see Note 9 to the Consolidated Financial Statements, "Asset Retirement Obligations."

Duke Energy Ohio's nonregulated Beckjord station, a facility retired during 2014, is not subject 1o the recently enacted EPA rule related to the disposal of CCR from electric
utiities. However, if costs are incurred as a result of environmental regulations or to mitigate risk associated with on-site storage of coal ash at the facility, the costs could have
an advarse impact on Duke Energy Ohio's financial position, results of operations and cash flows. Cosis incurred by OVEC related to environmental reguiations could also have
an adverse Impact on Duke Energy Ohio's financial position, results of operations and cash flows.

North Carotina Coal Ash Management Act of 2014

On September 20, 2014, the Coal Ash Act became law and was amended on June 24, 2015, by the North Carolina Mountain Energy Act. The Coal Ash Act, as amended,
established regulations regarding the use and closure of existing ash impoundments, the disposal of ash at active coal plants and the handing of surface and groundwater
impacts from ash basins in North Carolina. The Coal Ash Act, as amended, deemed eight ash impoundments at four facilities to be high priority and requires closure no later
than August 1, 2019, with a potential extensian for closure of the Ashavile impoundment until 2022. The Coal Ash Ast requires state regulators 1o provide risk ranking
classffications for the remaining 25 ash impoundments at 10 North Carolina facilities. The method and timing of closure of these ash impoundments will be determined by the
specific risk classifications, with closure no later than December 31, 2029,

Other than the high priority sites specificaily delineated by the Coal Ash Act, the NCDEQ has issued either preliminary draft risk rankings or has yetto designate specific risk
classifications. These risk rankings were generally determined based on three primary criteria: structural integrity of impoundments and impact to both surface and
groundwaters, NCDEQ categorized 12 basins at four sites as intermediate risk and four basins at three plants as low risk. NCDEQ also categorized nine basing at six plants as
“low-to-intermediate” 7isk, thereby not assigning a propaged risk ranking at this time. The risk rankings of these sites wil be based upon receipt of additional data primarily
related to groundwater quality and the completion of specific modifications and repairs to the impoundments. NCDEQ is expected to finalize its risk classifications after a public
comment process, Final proposed classifications are subject to Coal Ash Commission adjustments and approval but may become faw if the Commission falls to act within 60
days of receiving the final proposed classifications. Estimated asset retirement obligations have been recognized based on the assigned risk categories or, if not assigned,
based an a probability weighting of potential closure methads. Actual closure costs incurred could be materially different from current estimates that form the basis of the
recorded asset retirement obligations. For further information on asset retirement obligations, refer to Note 9 to the Consolidated Financia! Statlements, “Asset Retirement
Obligations.,”
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Mercury and Afr Toxics Standards

The final Mercury and Air Toxics Standards (MATS) rule was issued on February 16, 2012, The rule establishes emission limits for hazardous air pollutants frorm new and
existing coal-fired and oil-fired steam electric generating units. The rule required saurces ta camply with emission mits by April 16, 2015, Under the Clean Air Act (CAA),
permitting authorities have the discretion fo grant up to a one-year compliance extension, on a case-by-case basis, {0 sources that are unable to complete the instaliation of
emission controls before the compliance deadline. The Duke Energy Registrants have requested and received compiiance extensions for a number of plants. The rule
requirements currently apply where a compliance extensian was not received. Strategies to achieve compliance 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. Far additional information, refer to Nate 4 of the
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. Gourt of Appeals for the District of Columbia {D.C. Circult Court). On November 25, 2014, the
Supreme Court granted a petition for review based on the issue of whether the EPA unreasonably refused to consider costs in determining whether it Is appropriate and
necessary to requlate hazardous air polutants from coal-fired and oil-fired steam electric generating units. In June 2015, the Supreme Couit reversed the D.C. Circuit Court's
decision and remanded the case to the D.C. Circuit Court for further proceedings, finding that the EPA erred in refusing to consider costs when deciding whether & was
appropriate and necessary to regulate emissions of hazardous air paliutants from steam electric generating units. In December 2015, the D.C. Circuit Court granted the EPA’s
request to keep the rule in effect while the agency completes the rulemaking in response to the Supreme Court's ruling. On December 1, 2015 the EPA proposed a
supplemental finding to address the cost issue raised by the Supreme Court in its June 2015 ruling. If finalized as proposed, the finding would result in no changes to the current
MATS regulatory requirements. The EPA has committed to complete its rulemaking by April 2016. The Duke Energy Registrants cannet predict the results of these
proceedings.

Clean Water Act 316(b}

The EPA published the final 316(b) cooling water intake structure rule on August 15, 2014, with an effective date of October 14, 2014. The rule applies 1o 26 of the electric
generating facilities the Duke Energy Registrants own and cperate. The rule allows for several options to demonstrate compliance and provides flexibility to the state
environmenial permitling agencies to make determinations on controls, if any, that will be required for cooling water intake structures. Any required intake structure modiications
and/or retrofits are expected to be installed in the 2019 to 2022 time frame. Petitions challenging the rule have been filed by several groups. It is unknown at this time when the
courts will rule on the petitions.

Steam Electric Effluent Limitations Guidelines

On January 4, 20186, the final Steam Electric Effluent Limitations Guidelines {ELG) rule became effective. The rule establishes new requirements for wastewater streams
associated with steam electric power generation and includes more stringent controls for any new coal plants that may be buit in the future. Affected facifiies must comply
between 2018 and 2023, depending on timing of new Clean Water Act permits. Most, if not all, of the steam electric generating faciities the Duke Energy Registrants own are
likely affected sources. The Duke Energy Registrants are well posltioned {o meet the requirements of the rule due to current effarts to convert to dry ash handling. Petiions
challenging the rule have been filed by several groups. It is unknown at this time when the courts wil rule on the petitions.

Estimated Cost and Impacts of Rulemakings

Duke Energy willincur capital expenditures to comply with the environmental reguiations and rules discussed above. The foliowing five-year table provides estimated costs,
excluding AFUDC, of new control equipment that may need to be installed on existing power plants primarily to comply with the Coal Ash Act requirements for conversion to dry
disposal of botiont ash and fiy ash, MATS, Clean Water Act 318(b) and ELGs, through December 31, 2020. The fable excludes ash basin closure costs recorded as Assst
retirement ebligations an the Consclidated Balance Sheets, For more information related te asset retirement cbligations, see Note 9 to the Consolidated Financial Statements.

{in millions) Five-Year Estimated Costs
Duke Energy $ 1,350
Duke Energy Carolinag 625
Progress Energy 350
Duke Energy Progress 300
Duke Energy Florida 50
Duke Energy Chio 100
Duke Energy Indiana 275

The Duke Energy Registrants also expect 1o incur increased fusl, purchased power, operation and mainienance and other expenses, in addition to costs for replacement
generation for potential coal-fired power plant retirements, as a result of these regulations. Actual compliance costs incurred may be materially different from these estimates
due to reasons such as the timing and requirements of EPA regulations and the resolution of legal challenges to the rules. The Duke Energy Registrants intend to seek rate
recavery of necessary and prudently incurred costs assoclated with regulated operations to comply with these regufations.

Cross-State Air Poliution Rule

On August 8, 2011, the final Cross-State Air Poliution Rule (CSAPR) was published in the Federal Reglster. The CSAPR established state-level annual suifur dioxide (S0,)
budgets and annual and seasonal nitrogen axide (NO,) budgets that were to take effect an January 1, 2012.
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On August 21, 2012, the D.C. Circuit Court vacated the CSAPR. The court also directed the EPA to continue administering the Clean Alr Interstate Rule (CAIR}, which required
additional reductions in 3O, and NOy emissions baginning in 2015, On April 29, 2014, the U.8. Supreme Court {Supreme Court) reversed the D.C, Circutt Court’s decision,
finding that with CSAPR the EPA reasonably interpreted the good neighbor provision of the CAA. The case was remanded fo the D.C. Circuit Court for further proceedings
consistent with the Supreme Court's opinion. On October 23, 2014, the D.C, Circuit Court fified the CSAPR stay, which allowed Phase 1 of the rule to take effect on January 1,
2015, terminating the CAIR. Where the CSAPR requirements are constraining, actions to meet the requirements could include purchasing emission allowances, power
purchases, curtaiing generation and utilizing low sulfue fuel. The CSAPR will not resuk (n Dike Energy Registrants adding new emission contrals.

Additional legal challenges to the CSAPR filed in 2012, not addressed by the D.C. Circuit Court decision to vacate the CSAPR, are still ongoing. Oral arguments were held
February 25, 2015. On July 28, 2015, the court issued decisicns finding certain Phase 1 and 2 emissions budgets invalid, which impact South Carolina, North Carolina and
Florida. The court remanded the CSAPR fo the EPA for reconsideration of the budgets in question. On December 3, 2015 the EPA proposed a rule to lower the current CSAPR
Phase 2 state ozone season NOy emission budgets for 23 Eastern states, including North Carclina, Chio, Kentucky and indiana. The EPA also proposed 1o efiminate the
CSAPR Phase 2 ozone season state NOy budgets for Florida and Scuth Carolina. The EPA praposed that these changes to state budgets take effect on May 1, 2017. The
Duke Energy Registrants cannot predict the outcorne of these proceedings.

Carbon Pollution Standards for New, Modified and Reconstructed Power Plants

On Octlober 23, 2015, the EPA published a final rule in the Federal Register establishing carbon dioxide (CO,) emissions limits for new, modified and reconstructed power
plants. The requiremernts for new plants de not apply to any faciity that Duke Energy currently has in operation, but would apply to any plants that will be constructed going
forward. The EPA set an emissions standard for coal units of 1,400 lbs. of CO; per gross Mwh. While this limit is higher than the EPA's proposed standard of 1,700 Ibs. per
MWh, it would still require the application of partial carbon capture and storage (CCS) technology for a ¢oal unit to be able ta meet the limit. Utlity-scale CCS is not currentiy a
demonstrated and commercially avallable technology for coal-fired electric generating units, and therefore the final standard effectively bars the development of new coal-fired
generation. The final standard of 1,000 Ibs. of CO, per gross Mwh for new natural gas combined-cycle units is the same as the proposed limit. The Duke Energy Registrants do
not expect the impacts of the final standards will be material to Buke Energy’s financial position, results of operations or cash flows.

Clean Power Plan

On October 23, 2015, the EPA published in the Federal Register the CPP rule that regulates CO, emissions from existing fossil fusl-fired EGUs. The CPF establishes CO,
emission rates and mass cap goals that apply to fossil fuel-fired generation. Under the CPP, states are required to develop and submit a final compliance plan, or an initial plan
with an extension request, to the EPA by Septernber 8, 2016, States that receive an ex{ension must submit a final completed plan to the EPA by September 6, 2018. The EPA
intends to review and approve or disapprove state plans within 12 months of receipt, The CPP does not directly impose regulatory requirements on the Duke Energy
Registrants. State implementation plans will include the regulatory requirements that wili apply to the Duke Energy Registrants. The EPA also published a proposed federal plan
for public comment. A federal plan would be applied to states that fall 1o submit a plan to EPA or where a state plan Is not approved by the EPA. Commenis on the proposed
federal plan were due by January 21, 2016.

Legal chalienges to the final CPP have been filed by stakeholders. On January 21, 2016 the U.S. Court of Appeals for the District of Columbia denied motions from petitioners to
stay the Clean Power Plan pending tourt review. The court did grant petitioner requests for expedited briefing in the case. Oral arguments are scheduled i June 2016, The
court ordered that final briefs in the case be filed by Aprit 22, 2016. On February 8, 2016, the U.S, Supreme Court granted a stay in the matter, halting enforcement until legal
challenges are resolved.

Compliance with CPP could cause the industry to replace coal generation with natural gas and renewables. Costs to operate coal-fired generation plants continue to grow due to
ingreasing environmental compliance requirements, including ash management costs unrelated ta GPP, which may result in the retirerment of coal-fired generation plants earlier
than the gurrent useful fives. The Duke Energy Registrants are studying the CPP rule and are working with states to identify the best approach for develaping state plans that
wili establish the regulatory requirements applicable 1o the Duke Energy Registrants. The Duke Energy Registrants could incur increased fuel, purchased power, operation and
maintenance and other costs for replacement generation as a result of this rule. Due to the uncertainties related to the implementation of the CPP, the Duke Energy Registranis
cannot predict the outcome of these matters.

Global Climate Change

The Duke Energy Registrants’ greenhouse gas (GHG) emissions censist primarily of CO; with most coming from their fleet of coal-fired power plants in the U.S. In 2015, the
Duke Energy Registrants’ power plants in the U.S. emitted approximately 108 million fons of CO,. Duke Energy's international operations emitted approximately 2 million tons of
C0O,in 2015. The Duke Energy Registrants’ future CO, emissions will be influenced by variables including new regulations, economic conditions that affect electricity demand
and the Duke Energy Registrants’ decisions regarding generaticn technologies deployed to meet customer electricity needs.

The Duke Energy Registrants have taken actions that has resuited in reduced CO, emissions over time. Between 2005 and 2015, the Duke Energy Registrants have
collectively lowered the CO, emissions from thelr elactricity genaration in the U.S. by more than 25 percent. These actions will iower the exposure ta any future mandatory GO,
emission reduction requirements or carbon tax, whether as a result of federal legislation or the final CPP regulation. Under any future scenario involving mandatory CO,
limitations, the Duke Energy Registrants would plan to seek recovery of their compliance costs through appropriate regulatory mechanisms.
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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 fulure results of operations should they occur more frequently and with greater severity. However, the uncertain nature of potential charges of extreme
weather events (such as Increased frequency, duration and severity), the long period of time aver which any potential changes might take place and the inability to predict these
with any degree of accuracy, make estimating any polential future financial risk to the Duke Energy Registrants' operations impossible. Currentiy, the Duke Energy Registrants
plan and prepare for potential extreme weather events, such as ice storms, tornadeces, hurricanes, severe thunderstorms, high winds and droughts.

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 facilties are designed to withstand extreme weather events without significant damage, The Duke Energy Registrants maintain an inventory of coal and oil
on-site to mitigate the effects of any potential short-term disruption in fuel supply so they can continue to provide customers with an uninterrupted supply of electricity. The
Subsidiary Registrants have programs in place 1o effectively manage the impact of future droughts on U.S. operations.

Nuclear Matters

Following the events at the Fukushima Daiichi 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 desiyns (o evaluate safety margins to external events. Emergency-response
capabilties, written procedures and engineering spectfications were reviewed to verify each site's ability to respond in the unikely event of a beyend design-basis event. Duke
Energy is working within the nuclear industry to improve safety standards and margin using the three layers of safety appraach used in the U.S.: protection, mitigation and
emergency response. Emergency equipment has been added or is in the process of being acdded at each station to perform key safety functions in the event that backup power
sources are lost and are not expected to be restored within a specified period of time. These improvements are in addition to the numerous layers of safety measures and
systems previously in place.

1n 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
improvemnents to the nuclear regulatory system. On July 13, 2011, the task force proposed a set of improvements designed to ensure pratection, enhance accident mitigation,
strengthen emergency preparedness and improve efiiciency of NRC programs. The recomimendations were further prioritized inlo three tlers based on the safety enhancement
level. On March 12, 2012, the NRC issued three regulatory orders requiring safety enhancements refated to mitigation strategies to respend to extreme natural events resulting
in the loss of power at a plant, ensuring reliable hardened containment vents and enhancing spent fuel pool instrumentation.

On August 30, 2012, the NRC issued implementation guidance to enable 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 using 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 fo compliance with all safety enhancements ordered by the NRC in connection with the March 12, 2012, reguiatory orders noted above, the costof
which could be material. Until such time as the NRC-mandated reassessment of flooding and seismic hazards is complete, the exact scope and cost of complance
modifications to Duke Energy’s sites wil not 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 indusiry review, Duke Energy will be able to determine an implernentation plan and associated cosis. See Hem 1A, “Risk Factors,” for further disgussion of
applicable risk factors.

Now Accounting $tandards

See Note 1 {o the Consolidated Financial Statements, “Summary of Significant Accounting Policies,” for a diseussion 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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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Duke Energy Corporation (Duke Energy)

Report of Independent Registered Public Accounting Firm
Consolidated Statements of Operations

Consolidated Statements of Comprehensive Income
Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consalidated Statements of Changes in Equity

Duke Energy Carolinas, LLC (Duke Energy Carolinas)

Report of Independent Registered Public Accounting Firm
Consolidated Statements of Operations and Comprehensive Income
Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consclidated Statements of Changes in Member's Equity

Progress Energy, lne. (Progress Energy)

Report of Independent Registered Public Accounting Firm
Consolidated Statements of Operations and Comprehensive Income
Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consolidated Statements of Changes in Gommon Stockhalder's Equity

Duke Energy Progress, LLC (formerly Duke Energy Progress, Inc.) (Duke Energy Progress)
Report of Independent Registerad Public Actounting Firm

Consolidated Statements of Operations and Comprehensive Income

Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consolidated $tatements of Changes in Member's/Common Stockholder's Equity

Duke Energy Florida, LLC (formerly Duke Energy Florida, Inc.) (Duke Energy Florida)
Report of Independent Registered Public Accounting Firm

Consolidated Statements of Operations and Comprehensive Income

Consoligdated Balance Sheets

Consolidated Statements of Cash Flows

Consalidated Statements of Changes in Member's/Common Stockholder's Equity

Duke Energy Ohio, Ine, {Puke Energy Ohio)

Report of Independent Registered Public Accounting Firmn
Consolidated Statements of Operations and Comprehensive Income
Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consoiidated Siatements of Changes in Common Stockholder's Equity

Duke Energy Indiana, Inc. (subsequently Duke Energy Indiana, LLC) (Duke Energy Indiana)
Report of Independent Registered Public Accounting Firm

Consolidated Statements of Operations and Comprehensive Income

Consolidated Balance Sheets

Consolidated Statements of Cash Flows

Consolidated Statements of Changes in Common Stockholder's Equity
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PART I

Combined Notes to Consolidated Financial Statements
Mote 1 — Summary of Significant Acgounting Poficies

Note 2 - Acquisitions, Dispositions and Sales of Other Assets
Note 3 — Business Segments

Note 4 — Regulatory Matters

Note 5 — Cormmitments and Contingencies

Note 6 — Debt and Credit Facilities

Nate 7 — Guarantees and Indemnifications

Note 8 — Joint Qwnership of Generating and Transmission Faciities
Note 8 — Asset Retirement Obligations

MNote 10 — Property, Plant and Equipment

Note 11 — Goodwill and Intangible Assets

Note 12 - Investments in Unconsolidated Affiliates

Mate 13 — Related Parly Transactions

Note 14 — Derivatives and Hedging

Note 15 - Investments in Debt and Equity Securities

Note 16 — Fair Value Measurements

Note 17 — Variable Interest Entities

Note 18 — Gommon Stock

Note 19 - Severance

Note 20 - Stock-Based Cormpensation

Mate 21 — Employee Benefit Plans

Note 22 - Income Taxes

Note 23 — Other Income and Expenses, Net

Note 24 — Subsequent Events

Note 25 — Quarteriy Financial Data {Unaudied)
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PART I

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Duke Energy Corporation
Chariotte, Norta Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Corporation and subsidiaries {the "Campany”) as of December 31, 2015 and 2014, and the
related consolidated statements of operations, comprehensive income, changes in equity, and ¢ash flows for each of the three years in the period ended December 31, 2015.
We also have audited the Company's internal control cver financial reporting as of December 31, 2015, based on criteria established in Internal Control - Integrated Framework
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission, The Company's management is responsible for these financial statements, for
maintaining effective internal control over financial reparting, and for its assessment of the effectiveness of internal contro! over financial reporting, included in the accompanying
Management's Annual Report On Internal Control Over Financial Reporting. Our responsibility Is 10 express an opinion on these finangial statements 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 Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obiain reasonable assurance about whether the financial stalements are fres of material misstatement and whether effective internal control 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 principles used and significant estimates made by management, and evaluating the overall financial statement presentation.
Our audit oi internal control over financial reporting included obtaining an understanding of interna! control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal contral based on the assessed risk. Our audits also included performing such other
procedures as we considered necessary in the crcumstances. We belleve that our audits provide a reasonable basis for aur opinlons,

A company's internal control aver financial reporting is a process designed by, or under the supetvision of, the company's principal executive and principal financial officers, or
persans performing similar functions, and effected by the company's board of directors, management, and other personnel {o provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that {1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
refiect the transactions and dispositions of the assets of the company; (2} provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and {3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company's assets that could have a materia! effect on the financial statements.

Because of the inherent fimitations of internal controf over financial reporting, including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, prejections of any evalestion of the effectiveness of the internal contro! over
financial reporting to future pericds are subject o tha risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the
poficies or procedures may deleriorate.

In our opinion, the consolidated financial statements referred to above present faitly, in all material respects, the financia! position of Duke Energy Corporation and subsidiaries
as of December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2015, 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
over financial reporting as of December 31, 2015, based on the criteria established in Internal Control - Integrated Framework (2013} issued by the Committee of Sponsoring
Organizations of the Treadway Commission.

As discussed in Nole 22 {o the consofidated financial siaternents, Duke Energy Corporation and subsidiaries adoptet ASU 2015-17, Income Taxes (Topic 740); Balance Sheet
Classification of Deferred Taxes effective December 31, 2015 on a prospective basis.

/s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART I

DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31,

{in millions, except per share amounts}) 2015 2014 2013
Operating Revenues
Regulated electric $ 21,379 21,550 § 20,329
Nonregufated electric and other 1,544 1,802 1,916
Reguiated natural gas 536 573 51

Total aperating revenues 23,459 23925 22,758
Operating Expenses
Fuel used in electric generation and purchased power — regulated 7,308 7.6868 7,108
Fuel used in electric generation and purchased power — nonregulated 354 533 540
Cost of natural gas 195 248 224
Operation, maintenance and other 5,871 5,856 5,673
Depreciation and amortization 3144 3,066 2,668
Property and other taxes 1,135 1,213 1,274
Impairment charges 120 81 399

Total operating expenses 18,127 18,683 17,886
Galns {Losses) on Sales of Qther Assets and Other, net 35 16 (16)
Operating Income 5,367 5,258 4,854
Other Income and Expenses
Equity in earnings of unconsolidated affiliates 69 130 122
Gains on 5ales of unconsolidated affiiates 7 17 100
Qther inceme and expenses, net 307 351 262

Total other income and expenses 383 498 484
Interest EXpense 1,613 1,622 1,543
Income From Continuing Operations Before Income Taxes 4,137 4,134 3,795
Income Tax Expense From Continuing Operations 1,326 1,669 1,205
Income From Continuing Qperations 2,811 2,465 2,580
Income (Loss) From Discontinued Operations, net of tax 20 (576) 86
Net Income 2,831 1,889 2,676
Less: Net Income Attributable to Noncantrolling Interests 15 8 11
Net Income Attributable to Duke Energy Corporation $ 2,816 1,883 % 2,665
Eamings Per Share - Basic and Dituted
{income from continuing operations attributable to Duke Energy Corporation common stockholders

Basic $ 4.02 346 & 3.64

Diluted $ 4.02 346 § 363
Income (Loss) from discontinued operations attributable to Duke Energy Corporation commaon stockholders

Basic $ 0.03 (0.80) $ 0.13

Diluted $ 0.03 (0.80) % 013
Net Income attributable to Duke Energy Corporation common stockholders

Basic $ 4.05 266 §$ 3.77

Dilyted $ 4,05 266 $ 3.76
Weighted average shares outstanding

Basic 694 707 706

Diluted 694 707 706

Sea Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Yeoars Ended December 31,

{in miltlons) 2015 2014 2013

Net Income S 2,831 $ 1889 § 2,676

Other Comprehensive Loss, net of tax

Fareign currency translation adjusiments (264) {124) (197)
Pension and OPEB adjustments® {13) 4 38

Net unrealized (losses) gains on cash flow hedges®} — (26) 59

Reclassification into earnings from cash flow hedges ] 7 1

Unrealized (fosses) gains on available-for-sale securities (6} 3 (4)
Reclassification into earnings from available-for-sale securities — — 4

Other Comprehensive Loss, net of tax (274} {136} {99)
Comprehensive Income 2,357 1,783 25877

Less: Gomprehensive Income Attributable to Noncontrolling Interests 4 14 5
Comprehensive Income Attributable to Duke Energy Gorporation $ 2553 § 1,738 8 2,572

(a) Net of insignificant tax expense in 2015, 2014 and $17 million tax expense in 2013. See Note 21 for additional information.

{b) Net of insignificant tax expense in 2015, $13 million tax benefit in 2014 and $20 milion tax expense in 2013.

See Notes to Consolidated Financia! Statements
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PART I

DUKE ENERGY CORPORATION
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions} 2015 2014
ASSETS
Current Assets
Cash and cash equivalents 857 & 2,036
Receivables {net of alowance for doubitful accounts of $18 at December 31, 2015 and $17 at December 31, 2014) 703 791
Resiricted receivables of variable interest entities (net of allowance for doubtful accounts of $53 at December 31, 2015 and $51 at
December 31, 2014) 1,748 1,973
Inventory 3,810 3,459
Assets held for sale - 364
Regulatory assets 877 1,115
Other 327 1,837
Total current assets 8,322 11,575
Investments and Other Assets
Investments in equity method unconsolidated affiliates 499 358
Nugclear decommissioning trust funds 5,825 5,546
Goodwill 16,343 16,321
Assets held for sale — 2842
Other 3,042 3,008
Total invesiments and other assets 25,709 27,875
Property, Plant and Equipment
Cost 112,826 104,861
Accumulated depreciation and amortization (37,665) (34.624)
Generation facilties to be retired, net 548 9
Net property, plant and equipment 75,709 70,048
Regulatory Assets and Deferred Debits
Regulatory assets 11,373 11,042
Other 43 19
Totat regulatory assets and deferred debits 11,416 11,061
Total Assets 121156 § 120,557
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable 2400 % 2,271
Notes payable and commercial paper 3,633 2,514
Taxes actrued 348 569
Interest accrued 430 418
Current maturities of long-term debt 2,074 2,807
Liabilties associated with assets held for sale — 262
Regulatory liabilties 400 204
Other 2,115 2,188
Total current liabilities 11,400 11,233
Long-Term Debt 37,495 37,061
Deferred Credits and Other Liabilities
Deferred income taxes 12,705 13,423
Invesiment tax credits 472 427
Accrued pension and other post-retirement benefit cosis 1,088 1,145
Liabilities associated with assets held for sale —_ 35
Asset retirement obligations 10,264 8,466
Regulatory liabilties 5,255 6,193
Other 1,706 1,675
Total deferred credits and other liabilities 32,490 31,364
Commitments and Contingencles
Equity
Cornmon stock, $0.001 par value, 2 billion shares authorized; 688 milion and 767 milion shares outstanding at December 31, 2015 and
2014, respectively 1 1



37,968 39,405

Additional paid-in capital
Retained sarnings 2,564 2,012
Accumulated other comprehensive loss (806) (543)
Total Duke Energy Corporation stockholders' equity 39,727 40,875
Noncontraling interests 44 24
39,771 40,899

Total equity
Total Liabilities and Equity

$ 121,156 $ 120,557

See Notes to Consolidated Financial Statements
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PART Il

DUKE EMERGY CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

{in milliens) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2831 % 1,889 § 2,676
Adjustments to reconcite net income to net cash provided by operating activities:
Deprecialion, amortization and accretion (including amortization of nuclear fue)) 3,613 3,507 3,229
Equity component of AFUDC (164) (135) (157)
FERC mitigation costs — {15} —
community support and charitable contributions expense — — 34
Gaing on sales of other assets (48) (33) (79)
impairment charges 153 915 400
peferred income taxes 1,244 1,149 1,264
Equity in earnings of unconsolidated affiiates (69} (130} {122y
Accrued pension and other post-retirement benefit costs 7 108 307
Contributions to qualified pension plans {302) — {260}
Payments for asset retirement obligations (346) (68) 12}
{Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions (29} 44 1
Receivables 359 58 {281)
Inventory (237} {269) (31}
Other current assets (65) (414) (35)
increase {decrease) in
Accounts payable ' ) (30) 73
Taxes accrued (38) {14) 77
Other current liabilties 168 (201) 24
Other assets (216) 16 (384)
Other liabilities (243) 209 (352)
Net cash provided by operating activities 6,676 6,586 6,382
CASH FLOWS FROM INVESTING ACTWVITIES
Capital expenditures {6,766) (5.384) (5,526)
Investment expenditures (263) (90) {81}
Acquisitions, net of cash acquired (1,334} (54) —
Purchases of available-for-sale securities (4,037) {4,110} (6,142)
Proceeds from sales and maturities of available-for-sale securities 4,040 4,133 6,315
Met proceeds from the sale of Midwest generation business and sales of equity investmeants and other assets 2,968 179 277
Change in restricted cash 191 9 167
Other (76) {56) 12
Net cash used in investing activities (5,277) (5,373) (4,978)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the:

Issuance of long-term debt 2,955 2,914 3,601

issuance of common stock related to employee benefit plans 17 25 9
Payments for the:

Redemption of long-term debt {3,029} (3,037) {2,761)

Redemption of preferred stock of a subsidiary - — {96)
Proceeds from the issuance of shorl-term debt with original maturities greater than 90 days 79 1,066 —
Payments for the redemption of short-term debt with original maturities greater than 90 days (931) (564) —
Notes payable and commercial paper 1,797 1,186 93
Distributions te noncontrolling interests ()] (65) (15)
Contributions from noncontrolling interests _ _ 9
Dividends paid (2,254) (2,234) {2,188)
Repurchase of common shares (1,500) — —
Other {3) 3 21

Net cash used in financing activities {2,578) (678) (1,327)

Net {decrease) increase in cash and cash equivalents (1179 535 77



Cash and cash equivalents at beginning of period 2,036 1,501 1,424
Cash and cash equivalents at end of perfod 857 % 2036 % 1,501
Supplemental Disclosures:
Cash paid for interest, net of amount capitalized 1607 §$ 1,659 § 1,665
Cash paid for (received Trorn) incorne taxes 170 5% {202)
Significant non-cash transactions:

Accrued capital expenditures i 664 594

See Notes to Consolidated Financial Staternents
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PART Il

BUKE ENERGY GORPORATION

CONSOLIDATED STATEMENTS GF CHANGES IN EQURTY

{In milliens)

Comman
Stock

Shares

Cammon

Stock

Additional
Pald-in

Capital

Retained

Eamings

Duke Energy Carparatlon Steckholders'

Accy I

d Other C

honshe Loss

Translation

Adjustments

Farelgn Net
Currency Losses on
Cash Flow

Hedges

Net Unrealized
Galns {Losses)
on Avallable-
for-Sale-

Securiths

Pension and
OPEB

Adjustments

Total

Duke Energy
Corporation
Stockhalders

Equity

Noncontrelling

Interasts

Total

Equity

Balancs at December
31,2012

704

.20

1569

(116) 3§ (100)

(90}

$ 40,863

78

40,99

Netincome:

Other comprenensive:
{loss) income

Common slock
issuances, includng
dividand

reinvestment and
emplayea berafits
Comman stock dividends

Pramium on the

redem ption of preferred
stock of subsidiaries
Contribution from
noncontrollinginlerest
Changes In nancontrolling
interast in

subsidiariesta)

2,665

(2,488)

@

(191 80

8

2665

83

(2.188)

(]

"

{6)

4

2676

59

{2:188)

o]

{14}

Batanes at December
31, 243

06

2,355

{7 _§ 149

152

% 41,330

44,40

Netincome

Other comprehensive
{loss) incomea
Common siock
issuances, Including
dividerd
reinvestment ané
employes benefits

Commeon stock dividends

Changes in noncontrolling
interest In subs|cdiaries’

Other

1,883

(2.234)

(132) 9

1,883

(144)

(223}

5]

1,889

{136)

(2234
185)
(]

Balanca at Decomber
3, 2014

$

£

z02

(49) 3 (5)

(48)

$ 40,675

24

Netlncome

Other comprehansive
{loss) incoms
Commen stock
issuances, including
dvidend

Stock repurchase
Common stack dividenda

Distributions lo
noncentrolling interests in
supsldiaries

Othec®}

(1.500)

2816

(2259)

(10}

253 L]

13

2816

(263)

{1,500)

(2254

L]

15

]

]

2831

2z

{1,500)

(2254

©

Balsnca at Decamber
31, 2015

688

$

2,564

(892 % (50)

(61)

$ 39,127

/™M

{a) This decrease primarily relates to cash distributions to noncontrolling interests,

(b} The $25 milion change in Noncontroling Interests is primarily related to the acquisitions of a majority interest in a provider of energy management systems and

sarvices for commercial customers and a solar company.

See Notes to Conselidated Financial Statements
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PART Il

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Carolinas, LLC
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Carolinas, LLC and subsidiaries (the "Company”} as of December 31, 2015 and 2014, and the
related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period ended December 31,
2015, These financial statements are the respensibility of the Company's management. Our responsibility is {0 express an opinion an 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 ptan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required 1o have, nor were we
engaged to perfarm, an audit of its internal control over financial reporting. 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 cantrol over
finangial 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 overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke Energy Carolinas, LLC and
subsidiaries at December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2015, in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 22 fo the consolidated financial statements, Duke Energy Carolinas, LLC and subsidiaries adopted ASU 2015-17, Income Taxes (Topic 740); Balance
Sheet Classification of Deferred Taxes effective December 31, 2015 on a prospective basis,

Is/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART U

DUKE ENERGY CAROLINAS, LLC
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

(in millions) 2015 2014 2m3
Cperating Revenues $ 7,228 3 7351 % 5,954
Operating Expenses
Fuel used In electric generation and purchased power - 1,881 2133 1,982
Cperation, maintenance and other 2,066 1,995 1,868
Depreciation and amortization 1,051 1,009 921
pProperly and other taxes 269 316 374
Impairment charges 1. 3 -
Tatal operating expenses 5,268 5,456 5,145
Lesses on Sales of Other Assets and Other, net [¢)] — —
Operating Income 1,960 1,885 1,809
Qther Income and Expenses, net 160 172 120
Interest Expense 412 407 359
income Before Income Taxes 1,708 1,660 1,570
Income Tax Expense 627 588 594
Net Income $ 1,081 § 1072 § 976
Other Comprehensive Income, net of tax
Reclassification into earnings from cash flow hedges 1 2 1
Unrealized gain on available-for-sale securities 1 — —
Other Comprehensive Income, net of tax - 2 2 1
Comprehensive income $ 1,083 § 1,074 § 977

See Notes to Consolidated Financial Staternents
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PART Il

DUKE ENERGY CAROLINAS, LEC
CONSOLIDATED BALANCE SHEETS

December 31,
(i millions} 2015 2014
ASSETS
Current Assets
Cash and cash equivalents $ 13 % 13
Receivables (net of allowance for doubtful accounts of $3 at December 31, 2015 and December 31, 2014) 142 128
Restricted receivables of variable interest entities (net of allowance for doubtfut accounts
of $7 at December 31, 2015 and $6 at December 31, 2014) 596 647
Receivables from affiiated companies 107 75
Notes receivable from affiliated companies 163 150
[nventory 1,276 1,124
Regulatory assets 305 399
Other 128 77
Total current assets 2,730 2,614
Investments and Other Assets
Nuclear decommissioning trust funds 3,050 3,042
Other 999 959
Total investments and other assets 4,049 4,001
Property, Plant and Equipment
Cost 39,398 37372
Accumulated depreciation and amortization (13,521) (12,700}
Net property, plant and equipment 25,877 24,672
Regulatory Assets and Deferred Debits
Regulatory assets 2,766 2,465
Other 4 4
Total reguiatory assets and defarred debits 2,770 2,469
Total Assets $ 35426 § 33,756
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 753 § 709
Accounts payable to affiiated companies 229 154
Taxes accrued 25 146
Interest accrued 95 95
Current maturitios of long-term debt 356 507
Regulatory liabilities 39 34
Other 519 434
Total current Babilties 2,016 2,079
Long-Term Debt 7,711 7,546
Long-Term Debt Payable to Affiliated Companies 300 300
Deferred Credits and Other Llabilities
Deferred income taxes 6,146 5812
Investment tax credits 199 204
Acerued pension and other post-ratiremant bensfit cosis 107 M
Asset retirement obligations 3,918 3428
Regulatory fiabilities 2,802 2,710
Other 621 642
Total deferred credits and other liabilties 13,793 12,907
Commitments and Contingencles
Equity
Member's Equity 11,617 10,937
Accumulated other comprehensive loss (i (13)
Total equity 11,606 10,924
Total Llabilities and Equity $ 35426 $ 33,766




See Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY CAROLINAS, LLC
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

{in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income ' $ 1,081 $ 1072 % 976
Adjustments to reconcile net income fo net cash provided by operating activities:
Depreciation and amortization (including amortization of nuclear fusl) 1,361 1,273 1,167
Equity component of AFUDC {986) {91y {91)
FERC mitigation costs —_ 3 14
Losses on sales of other assets and other, net 1 — —
Impairment charges 1 —_ —
Deferred income taxes 397 376 534
Accrued pension and other post-retirement benefit costs 15 22 38
Contributions to qualified pension plans {91) — —
Payments for asset retirement obligations (167) — —
(Increase} decrease in
MNet realized and unrealized mark-to-market and hedging transactions — — (9)
Receivables 42 438 12y
Receivables from affiiated companies (32) — (72)
Inventory (157) (60) (9)
Other current assets (51) {236) {1
Increase (decrease) in
Accounts payable 4) 10 58
Accounts payable to affiliated companies 75 {7} 33
Taxes accrued {128) (15) 4
Other current liabiities 127 (10) {40)
Other assels 76 17 {102)
Other liabiities (m (22) 77
Net cash provided by operating activities 2,373 2,380 2411
CASH FLOWS FROM INVESTING ACTIVITIES
Capttal expenditures {1,933} (1,879} {1,695)
Purchases of available-for-sale securities (2,555) {2,064) (2,405)
Proceeds from sales and maturities of available-for-sale securities 2,585 2,044 2,363
Notes receivable from affiiated companies {13) 72 160
Other (35) (18) (24)
Net cash used in investing activities (1,981) {1,845) ) {1,601)
CASH FLOWS FROM FINANGING ACTIVITIES
Proceeds from the issuance of long-term debt 516 — 100
Payments for the redemption of long-term debt (506) (45) (405)
Distriputions 1o parent {401) {500) (499)
Other 1) — (2)
Net cash used in financing activities {392) (545) {806)
Net (dectease) increase in cash and cash equivalents — {10) 4
Cash and cash equivalents at beginning of period 13 23 19
Cash and cash equivalents at end of period $ 13 8 12 % 23

Supplemental Disclosures:

Cash paid for interest, net of amount capitalized $ 389 $ 388 $ 336
Cash paid for (received from) income taxes 342 305 (7)
Significant non-cash transactions:

Accrued capital expenditures 239 194 199

See Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY CARQLINAS, LLC
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Accumulated Other
Comprehensive Loss

Net Losses Net Losses
on Cash Available-
Member's Flow for-Sale Total
{in milliens) Equity Hedges Securities Equity
Balance at Decemnber 31, 2012 $ 9,888 $ (15) (1) 9,872
Net incorne 976 — — 976
Other comprehensive income 1 — 1
Distributions 1o parent (499) — — (489)
Balance at December 31, 2013 $ 10,365 % (14) (1) 10,350
Net incorne 1,072 — - 1,072
Other comprehensive income 2 — 2
Distributions to parent {500) — — (500)
Balance at December 31, 2014 $ 10037 % (12) 1 10,924
Net incorne 1,081 -_ — 1,081
Other comprehensive income 1 1 2
Distributions to parent (401} - — (401)
Balance at December 31, 2015 $ 11,617 % (1) — 11,606

See Notes to Consolidated Financial Statements
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PART 1l

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Progress Energy, Inc.
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Progress Energy, Inc. and subsidiaries (the "Company") as of December 31, 2015 and 2014, and the
related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three years in the period ended December 31,
2015, These financial staterments 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 accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obiain 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 reparting. 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 contrel 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 significart estimates made by management, as well as evaluating the overal financial statement presentation. We
balieve that our audits provide a reasonable basis for our opinion.

In our apinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Progress Energy, Inc. and subsidiaries at
December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2015, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Progress Energy Inc. and subsidiaries adopted ASU 2015-17, Income Taxes (Topic 740); Balance Sheet
Classification of Deferred Taxes effective December 31, 2015 on a prospective basis.

Is/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART Il

PROGRESS ENERGY, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

{in millions) 2015 2014 2013
Operating Revenues $ 10,277 $ 10,166 % 9,533
Operating Expenses
Fuel used in electric generation and purchased power 4,224 4,185 3,851
Operation, maintenance and other 2,208 2,335 2,247
Depregiation and amortization 1,416 1.128 883
Property and other taxes 492 517 B57
Impairment charges 12 {16) 380
Total operating expenses 8,142 8,159 7,918
Galns an Sales of Other Assets and Other, net 25 11 3
Operating Income 2,160 2,018 1,618
Other Income and Expensés, net a7 7 94
Interest Expense 670 675 680
Income From Continuing Operations Before Income Taxes 1,587 1,420 1,032
Income Tax Expense From Continuing Qpetations 522 5440 ar3
Income From Continuing Operations 1,065 880 839
{Loss) Income From Discontinued Operations, net of tax (3) {6) 16
MNet Income 1,062 874 675
Less: Net Income Attributable to Noncontrolling Interests 1 5 3
Nst Income Attributable to Parent $ 1051 § B69 § 672
Net tncome $ 1062 $ 814§ 675
Other Comprehensive (Loss} Income, net of tax
Pension and OPEB adjustments (10) 9 9
Reciassification into earnings from cash flow hedges 4 8 1)
Unrealized (losses) gains on investments in available-for-sale securities (1 1 —
Other Comprehensive (Loss) Income, net of tax () 18 8
Comprehensive Income 1,055 ag2 683
Less: Comprehensive Income Attributable to Noncontrolling Interests 11 5 3
Comprehensive Income Attributable to Parent $ 1,044 § 887 § 680

See Notes to Consolidated Financial Statements
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PART 1l

PROGRESS ENERGY, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) 2015 2014
ASSETS
Current Assets
Cash and cash equivalents 4 5 42
Receivables (net of allowance for doubtful accounts of $6 at December 31, 2015 and $8 at December 31, 2014) 151 129
Restricted receivables of variable interest entities {net of allowance for doubtful accounts of $8 at December 31, 2015 and 2014) 658 741
Recelvables from affiliated companies 375 59
Notes receivable from affiiated companies —_ 220
Inventory 1,751 1,590
Regulatory assets 362 491
other 156 1,285
Total current assets 3,497 4,557
Investments and Other Assets
Nuclear decommissioning trust funds 2,775 2,503
Goodwil 3,655 3,655
Other 824 670
Total investments and cther assets 7,264 6,828
property, Plant and Equipment
Cost 42,666 38,650
Accumulated depreciation and amortization (14,867} {13,508)
Generation facilities to be retired, net 543 —
Net property, plant and eguipment 28,347 25,144
Regulatory Assets and Deferred Debits
Regulatory assets 5435 5,408
Other 5 5
Total reguiatory assets and deferred debits 5,440 5413
Total Assets 44548 § 41,942
LIABILITIES AND EQUITY
Current Liahilities
Accounts payable 722 5 847
Accounts payable to affliated companies N 203
Notes payable to affiliated companies 1,308 835
Taxes accrued 53 114
Interest accrued 195 184
Current maturities of long-term debt 315 1,507
Regulatory liabilities 286 106
Qther 891 1,021
Total current fiabilities 4,081 4817
Long-Term Debt 13,999 13,161
Leng-Term Debt Payable to Affiliated Cornpanies 150 —
Deferred Credits and Other Liabilities
Deferred income taxes 4,790 4,759
Accrued pension and other post-retirement benefit costs 536 533
Asset retirernent obligations 5,369 4711
Regulatory liabilities 2,387 2,379
Other 383 406
Total deferred credits and other liabilities 13,465 12,788
Commitments and Contingencies
Equity
Ccommon steck, $0.01 par value, 100 shares authorized and cutstanding at December 31, 2015 and 2014 — —
Additional paid-in capital 8,002 7.467
Retained earnings 4,831 3,782
Accumulated other comprehensive loss (48} (41)




Total Progress Energy, Inc. stockholders' equity 12,875 11,208

Noncontrolling interests {22) (32)
Toral equity 12,853 11,176
Total Liabilities and Equity $ 44,548 % 41,042

See Notes to Consolidated Financial Staterments
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PART Il

PROGRESS ENERGY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

(in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1062 $ 874 $ 675
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation, amortization and accretion {including amortization of nuclear fuel) 1,312 1,313 1,041
Equity component of AFUDC (54} {26} (50)
FERC mitigation costs —_ (18} —_
Community support and charitable contributions expense — — 20
{Gains} losses cn sales of other assets {31) (6} 2
Impairment charges 12 2 380
Deferred income taxes 714 1,014 616
Accrued pension and other post-retirement benefit costs {5) 27 172
Contributions to qualified pension plans (83) — (250)
Payments for asset refirement obligations {156) (68) (12)
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions (6} 12 55
Receivables 105 (31} (148}
Receivables from affiiated companies (316) (56} 11
inventary (67) (101} 17
Other current assets 553 (934) {156)
Increase (decrease) in
Accounts payable (193) ] {81)
Accounis payable to affiiated companies 108 80 93
Taxes accrued (63) (20) 22
Gther current iabilities 136 {144) 61
Other asssts (167) (14) (243)
Other liabilities (112) 56 (103}
Net cash provided by operating activities 2,749 1,966 2122
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (2,698) {1,940) (2,490)
Asset acquisition (1,249) — —
Purchases of available-for-sale securities (1,174) (1,689) (2,598)
Proceeds from sales and maturities of available-for-sale securities 1,211 1,652 2,513
Proceeds from the sale of nuclear fuel 102 — —
Notes receivable from affiliated companies 220 {145) (75)
Other (34) 44) 13
Net cash used in investing activities {3,622) (2,166) (2,597)
GASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 1,186 1,672 845
Payments for the:
Redemption of long-term debt {1,553) (931) {1,196)
Redemption of preferred stock of subsidiaries — — (96}
Notes payable to afffliated companies 623 (378) 758
Distriutions to noncontrolling interests {4 (37} {3}
Capital contribution from parent 625 — —
Other @) (42) (8)
Net cash provided by financing activities 875 184 302
Net increase (decrease) in cash and cash equivalents 2 {16) (173)
Cash and Cash Equivalents at Beginning of Period 42 58 23
Cash and Cash Equivalents at End of Period 44 42 58
Supplemental Disclosures:
Cash paid for interest, net of amount capitatized $ 649 5 664 § 678
Cash {received from) paid for income taxes (426) 141 (167)

Significart non-cash transactions:



Accrued capital expenditures ’ 329 294 255

See Noles to Consolidated Financial Statements
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PART [

PROGRESS ENERGY, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Accumulated Other Comprehensive Loss

Net
Net Unrealized Total Progress
Losses
Additional on Gains on Pension and Energy, Inc.
Cash
Common Paid-in  Retained Flow  Available-for- OPEB Stockholders' Noncontrolling Total
Sale
(in millions) Stock Capital Eamings Hedges Securities  Adjustments Equity interests Equity
Balance at December 31,
2012 $ — 7465 § 2783 § (42) % — % 25 $ 10,181 % 4 %10,185
Net income — — 672 — — — 672 3 675
Other comprehensive (loss)
income — — -— (1) — 9 3 — 8
Premium on 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 $ — 7467 § 3452 § (43) $ — % (18 $ 10,860 % 4  $10,864
Met income — — 869 — - — 869 5 874
Other comprehensive income — — — 8 1 9 18 — 18
Distributions to noncontrolling
interests — —_ — — — —_ — {37) (37)
Transfer of service company
net assets to Duke Energy — — (539) — — — {539} — (539)
Other — — — — — — — 4) (4)
Balance at December 3,
2014 — 7467 $ 3782 % (35) % 1 8 7y 3 11,208 § (32) $11,176
Net income _ — 1,051 — —_ -_ 1,051 11 1,062
Other comprehensive income
(loss} — — —_ 4 1) {10} M — (7}
Distributions {0 noncontroliing
interests — — - - — - - (4} (4}
Capital contribution from parent — 625 — _ — — 625 —_ 625
Other — —_ (2) - — — @ 3 1
Balance at December 31,
2015 - 8092 § 4831 $ (31 $ - § (17) $ 12,875 §$ (22) $12,853

See Notes to Consolidated Financial Statements
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PART Il

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Direciors of
Duke Energy Progress, LLC
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Progress, LLC and subsidiaries (the "Company"} (formerly Duke Energy Progress, Inc. and
subsidiaries) as of December 31, 2015 and 2014, and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for
each of the three years in the period ended December 31, 2015. These financial statements are the responsibility of the Company's management. Gur responsibility is to
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 Beard {United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required o have, nor were we
engaged to perform, an audit of its internal control over financial reporting. Cur audits included consideration of internal contro! over financial reporting as a basis for designing
audit procedures that are appropriate in the cireumstances, but not for the purpose of expressing an opinien on the effectiveness of the Company's internal control over
financial reporting. Accordingly, we express no such opinion. An audi 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 ithe overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinicn.

In our opinion, the consolidated financial statements referred to above present fairly, in all materiaf respects, the financial position of Duke Energy Progress, LLC and
subsidiaries {formerly Duke Energy Progress, Inc.) at December 31, 2015 and 2014, and the resilts of their operations and their cash flows for each of the three years in the
period ended December 31, 2015, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Progress, LLC and subsidiaries adopted ASU 2015-17, Income Taxes (Topic 740); Balance
Sheet Classification of Deferred Taxes effective December 31, 2015 on a prospective basis.

Is/ Delpitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART 1l

DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)
CONSOLIDATED STATEMENTS OF CPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

(in millions}) 2015 2014 2013
Operating Revenues $ 5200 § 5176 §$ 4,992
Operating Expenses
Fuel used in electric generation and purchased power 2,029 2,036 1,925
Operation, maintenance and other 1,452 1,470 1,357
Depreciation and amortization 643 582 534
Property and other taxes 140 174 223
Impairment charges 5 {18) 22
Total operating expenses 4,269 4,244 4,061
Gains on Sales of Other Assets and Other, net 3 3 1
Operating Income 1,024 935 932
Other Income and Expenses, net 7 51 57
Interest Expense 235 234 201
Income Before Income Taxes 360 752 788
Income Tax Expense 234 285 288
Net income and Comprehensive Incorme $ 566 §$ 467 $ 500

See Notes to Consolidated Financial Statements
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PART 1]

DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)

CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) 2015 2014
ASSETS
Gurrent Assets
Cash and cash equivalents $ 15  $ 9
Receivables {net of allowance for doubtful accounts of $4 at December 31, 2015 and $7 at December 31, 2014) B7 43
Restricted receivables of variable interest entities (net of allowance for doubtful accounts of $5 at December 31, 2015 and December 31,
20143 349 436
Receivables from affiiated companies 16 10
Notes receivable from affiiated companies — 237
Inventory 1,088 966
Regulatory assets 264 287
Other 121 384
Total current assets 1,940 2,372
Investments and Other Assets
Nuclear decemmissioning trust funds 2,035 1,701
Other 486 412
Total investments and other assets 2,521 2,113
Property, Plant and Equipment
Cost 27,313 24,207
Accumulated depreciation and amortization [19,141) {9.,021)
Generation facilities to be retired, net 548 .
Net property, plant and equipment 17,720 15,186
Regqulatory Assets and Deferred Debits
Regulatory assets 2,710 2,675
Other 3 3
Total regulatory assets and deferred debits 2,713 2,678
Total Assets $ 24898 $ 22,349
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable $ 399 5 481
Accounts payable to affiiated companies 190 120
Notes payable to affiiated companies 209 —
Taxes accrued 15 47
Interest accrued 96 81
Current maturities of long-term debt 2 045
Regulatory liabilties a5 71
Other 412 409
Total current fabilities 1,408 2,154
Long-Tenm Debt 6,366 5,228
Long-Term Debt Payable to Affiliated Companies 150 —
Deferred Credits and Other Liabilities
Deferred income taxes 3,027 2,808
Investment tax credits 132 79
Accrued pension and other post-retirement benefit costs 262 290
Asset retirement obligations 4,567 3,905
Regulatory liabilties 1,878 1,832
Other 45 89
Total deferred credits and other liabilities 9,911 9,103
Commitments and Contingencies
Equity
Membet's Equity 7,059 —
- 2,158

Common stock, no par; 200 milien shares authorized; 160 milion shares ouistanding at December 31, 2014

Retained earnings

3,708




Total equity 7,059 5,867

Total Liabilities and Equity $ 24894 § 22,349

See Notes to Consolidated Financial Staterments
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PART I

DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)
CONSOLIDATED STATEMENTS QF CASH FLOWS

Years Ended December 31,

(in millions} 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 566 487 500
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation, amertization and accretion (including amortization of nuclear fuel) an 761 685
Equity component of AFUDC (47) (25) {42)
FERC mitigation casts — (18) —
Cammunity suppert and charitable confributions expense — —_ 20
Gains on sales of other assets and other, net (7) (3) {1)
Impairment charges 5 — 22
Deferred income taxes 354 455 368
Accrued pension and other post-retirement benefit costs (14) (€3] 72
Contributions to gualified pension plans {42) —_— 163)
Payments for asset retirement obligations {109) — —
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions (3} 13 (9)
Receivables 43 78 (88)
Receivables from affiliated companies {6} (8) 3
Inventory (50) {65) (26)
Other current assets 185 (416) (39
Increase (decrease) in
Accounts payable ’ {65} 27 {18)
Accounts payable to affiiated companies 70 17 27
Taxes acerued {34y 10 15
Other current liabilties 76 (68) {86)
Other assets {83) 48 (74)
Other liabilties (66) (21} (78)
Net cash provided by operating activities 1,594 1,245 1,188
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (1,669) (1,241) (1,867)
Asset acquisition (1,249) — —
Purchases of avafiable-for-sale securities (727) {499} (901)
Proceeds from sales and maturities of available-for-sale securities 672 458 356
Notes receivable from affiiated companies 237 (237} —
Other (30) {12) 4
Net cash used in investing activities {2,766) {1,531) (1,608)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt 1,186 1,347 845
Payments for the:
Redemption of long-term debt {991} (379) {451)
Redemption of preferred stock — - (62}
Notes payable to affiiated companies 359 {462) 98
Capital contribution from parent 526 — —
Dividends to parent - (225) . —
Other {2) (7) (7)
Net cash provided by financing activities 1,178 274 423
Net increase (decrease) in cash and cash equivalents 6 {12) 3
Cash and Cash Equivalents at Beginning of Period g 21 18
Cash and Cash Equivalents at End of Period $ 15 3% 2 § 21
Supplemental Disclosures:
Cash paid for interest, net of amount capitalized $ 218 % 220 § 217
Cash (received from) paid for income taxes (197) 81 (94)

Significant non-cash transactions:



Acerued capltal expenditures 143 194 166

See Notes to Consvlidated Financial Statements
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PART Il

DUKE ENERGY PROGRESS, LLC (formerly DUKE ENERGY PROGRESS, INC.)
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Common Retained Member's Total
{in millions) Stock Earnings Equity Equity
Balance at December 31, 2012 $ 2159 % 2,968 — 5127
Net income — 500 — 500
Premium on the redemption of preferred stock — (2 — 2
Balance at December 31, 2013 $ 2159 % 3,466 — 5,625
Net income — 467 —_ 467
Dividends to parent - {225} -— {225)
Batance at December 31, 2014 $ 2159 % 3,708 -~ 5,867
Net income — 355 211 566
Transfer 10 Membet's Equity {2,159) (4,063) 6,222 —
Capital contribution from parent —_ — 626 626
Balance at December 31, 2015 $ — 3 — 7,059 7,059

See Notes to Consolidated Financial Statements

100




PART It

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Florida, LLC
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Florida, LLC and subsidiaries (the "Company") (formerly Duke Energy Fiorida, Inc, and
subsidiaries) as of December 31, 2015 and 2014, and the related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for
each of the three years in the period ended December 31, 2015. These financial statements are the responsibility of the Company's management. Qur responsibility Is to
exprass 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 to obtain 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 reporting. 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. Accaordingly, 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 overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred {o abave present fairly, in all material respects, the financial position of Duke Energy Florida, LLC and subsidiaries
(formerly Duke Energy Florida, Inc.) at December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2015, in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Florida, LLC and subsidiaries adopted ASU 2015-17, Income Taxes {Topic 740); Balance Sheet
Classification of Deferred Taxes effective December 31, 2015 on a prospective basis.

s/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART II

DUKE ENERGY FLORIDA, LLC {formerly DUKE ENERGY FLORIDA, INC.)
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

{in millions) 2015 2014 2013
Operating Revenues 4,977 4,975 4,527
Operating Expenses
Fuel used in electric generation and purchased power 2,195 2,158 1,927
Operation, mainienance and other 835 850 898
Depreciation and amortization 473 545 330
Property and other taxes 352 343 327
Impairment charges 7 2 358
Total operating expenses 3,862 3,898 3,840
Gains on Sales of Other Assets and Other, net — 1 1
Operating Income 1,115 1,078 688
Other Income and Expenses, net 24 20 30
Interest Expense 198 201 180
Income Before Income Taxes 941 897 538
Income Tax Expense 342 349 213
Net Income 599 543 325
Other Comprehensive Income (Loss), net of tax
Net unrealized loss on cash flow hedges — — (1)
Reclassification into earnings from cash flow hedges —_ 1 —
Other Comprehensive Income (Loss), net of tax —_ 1 {1}
Comprehensive Income 599 549 324

See Notes to Consdlidated Financial Statements

102




PART I

DUKE ENERGY FLORIDA, LLC (formerly DUKE ENERGY FLORIDA, INC.)
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions} 2018 2014
ASSETS
Current Assets
Cash and ¢ash equivatenis $ 8 $ 8
Receivables {net of allowance for doubtful accounts of $2 at December 31, 2045 and 2014} 60 84
Restricted recaivables of variable interest entities (net of allowance for doubtful accounts of $3 at Decermbar 31, 2015 and 2014) 308 305
Receivables from affiiated companies 84 40
Invertory 663 623
Regulatory assets 98 203
Other 21 521
Total current assets 1,242 1,784
Investments and Other Assets
Nuglear decommissioning trust funds 740 803
Other 252 204
Total investments and other assets 1,032 1,007
Property, Plant and Equipment
Cost 15,343 14,433
Accumulated depreciation and amortization {4,720) (4,478)
Net property, plant and equipment 10,623 9,955
Regulatory Assets and Deferred Debits
Regufatory assets 2,725 2,733
Other 2 2
Total regulatory assets and deferred debits 2,727 2,735
Total Assets . $ 15624 § 15,481
LIABILITIES AND EQUITY
Currant Liabilities
Accounts payable $ 322 % 365
Accounts payable to affiiated companies 116 70
Notes payable to affiiated companies 813 84
Taxes accrued 132 65
Interest accrued 43 47
Current maturitios of long-term debt 13 562
Regulatory liabilties 200 35
Other . 452 586
Total current liabilities 2,091 1,814
Long-Term Debt 4,253 4,261
Deferred Credits and Other Liabilities
Daforred income taxes 2,460 2,452
Accrued pension and other post-retirement benefit costs 242 294
Asset retirement obligations : ) 802 806
Regulatory liabilties 509 547
Other 146 158
Total deferred credits and other liabllities 4,159 4,184
Commitments and Contingencies
Equity
Member's equity 5121 —
Common Stock, no par; 60 milion shares authorized; 100 shares cutstanding at December 31, 2014 — 1,762
Retained earnings —_ 3,460
Total equity 5121 5,222
Total Liabilities and Equity $ 15624 ¢ 15,481

See Notes to Consclidated Financial Statements
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PART Il

DUKE ENERGY FLORIDA, LLC (formerly DUKE ENERGY FLORIDA, INC.)
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

{in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 599 § 548 $ 325
Adiustments to reconcile netincome to net cash provided by operating activities:
Depreciation, amortization and accretion 480 550 335
Equity component of AFUDC {7) —_ )]
Gains on sales of other assets and other, net — {1 (1)
Impairment charges 7 2 358
Deferred income taxes ' 348 400 368
Accrued pension and other post-retirement benefit costs 5 29 79
Contributions to qualified pension plans (40) — {133}
Paymenis for asset retirement obligations “n (68) {12}
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging fransactions (3) (9 55
Receivables 61 (33) (44)
Receivables from affiiated companies (44) (37} 17
Inventory (17) (36) 42
Other current assets 116 {269) (109)
Increase {decrease) in
Accounts payable (127) .18 (22)
Accounts payable to affiliated companies 46 32 (6)
Taxes accrued 67 (31 18
Other current liabilties 57 (80) 159
Other assets ) (84) (59) (154)
Other fiabilities (44) 10 (62)
Net cash provided by operating activities 1,373 966 1,205
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {1,029) (699 (215)
Purchases of available-for-sale securities (447) (1,189) {1,6586)
Proceeds from sales and maturities of available-for-sale securities 538 1,195 1,658
Proceeds from the sale of nuclear fuel 102 —_ —
Notes receivable from affiiated companies _— — 207
Other (3) (31 —
Nel cash used in investing activities (839) (724) (7086)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt _— 225 —
Payments for the:
Redemptfion of long-term debt (562} (252) | (435)
Redemgption of preferred stock — — (34)
Notes payable to affiiated companies 729 (97 181
Dividends to parent (350) (124) (325)
Distribution to parent {350} — —
Other 1} (2) (1)
Net cash used in financing activities {534) (250) (614)
Net decrease in cash and cash equivalents — (8) (115)
Cash and Cash Equivalents at Beginning of Period 8 16 131
Cash and Cash Equivalents at End of Period $ 8 3 8 $ 16
Supplemental Disclosures:
Cash paid for interest, net of amount capitalized $ 205 § 203§ M
Cash (received from) paid for income taxes {229) 59 (84)

Significant non-cash transactions:
Accrued capital expenditures 186 100 88




See Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY FLORIDA, LLC (formerly DUKE ENERGY FLORIDA, INC.)

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Accumulated

Other
Comprehensive
Loss
Net Losses
Cammon Retained Member's on Cash Flow Total
(in millions} Stock Earnings Equity Hedges Equity
Balance at December 31, 2012 $ 1,762 $ 3.037 % — — 4,769
Net income — 325 —_ —_ 325
Other comprehensive loss — — — (1) (1)
Dividend to parent - (325 — - (325)
Premium on the redemption of preferred stock — (1) — — (1)
Balance at December 31, 2013 $ 1,762 % 3036 § — 4] 4,797
Net income —_ 548 —_ 548
Other comprehensive income — — 1 1
Dividend to parent — {124} — {124)
Balance at December 31, 2014 $ 1,762 § 3460 $ — — 5,222
Net income —_ 351 248 — 559
Dividends to parent — (350) - — (250)
Distribution to parent — — {350) — (350)
Transfer 1o Member's Equity {1,762} {3,461) 5,223 — —_
Balance at December 31, 2015 $ — % — % 5121 — 5121

See Notes to Consolidated Financial Statements
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PART Il

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCQUNTING FIRM

To the Board of Directors of
Puke Energy Ohio, Inc,
Charlotte, North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Ohio, Inc. and subsidiaries (the "Company"} as of December 31, 2015 and 2014, and the
related consolidated statements of operations and comprehensive income, changes in equity, and cash flows for each of the three vears in the period ended Becember 31,
2015, 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 accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to oblain reasonable assurance about whether the financial statements are free of material misstatement. The Company is nat required to have, nor were we
engaged to perform, an audit of its internal control over financial reporting. 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 purpese of expressing an ppinion on the effectiveness of the Company’s internal contro! over
financial reporting.

Accardingly, we express no such apinion. 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 apinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke Energy Ohio, Ing, and subsidiaries at
December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2015, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Ohio, Inc. and subsidiaries adopted ASU 2015-17, Income Taxes {Topic 740); Balance Sheet
Classification of Deferred Taxes effective December 31, 2015 on a prospective basis.

Is! Deloitte & Touche LLP

Charigite, North Carolina
February 25, 2016
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PART Il

DUKE ENERGY OHIQ, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

(in millions) 2015 2014 2013
Operating Revenues
Regulated electric $ 1,331 $ 1,316 § 1,258
Nenregulated electric and other 33 19 34
Regulated natural gas 541 578 513
Total operating revenues 1,905 1,913 1,805
Operating Expenses
Fuet used in electric generation and purchased power —~ regulated 445 459 428
Fuel used in electric generation and purchased power — nonregulated 47 25 41
Cost of natural gas 1414 185 162
Operation, maintenance and other 495 516 546
Depreciation and amortization 227 214 213
Property and other taxes 254 234 242
Impairmant charges _— a4 5
Total operating expenses 1,610 1,727 1,627
Gains on Sales of Other Assets and Other, net 8 1 4
Operating Income 303 187 182
Other Income and Expenses, net 6 10 2
Interest Expense 79 86 74
Income From Continuing Operations Before Income Taxes 230 111 110
Income Tax Expense From Continuing Operations 81 43 43
income From Continuing Operations 149 68 67
Income {Loss) From Discontinued Operations, net of tax 23 (563) 35
Net Income (Loss) $ 172§ (495) % 102
Other Comprehensive Income, net of tax
Pension and OPEB adjustments - _ 1
Comprehensive Income (Loss) $ 172 % {495) § 103

See Notes to Consalidated Financial Statements
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PART 1l

DUKE ENERGY OHIQ, INC.
CONSOLIDATED BALANCE SHEETS

December 31,
(in millions) 2045 2014
ASSETS
Current Asgels
Cash and ¢ash equivalents 4 5 20
Receivables (net of allowance for doubtful accounts of $2 at December 31, 2015 and December 31, 2014) 66 93
Receivables from affiliated companies a4 107
Notes receivable from affiliated companies — 145
Inventory 105 97
Assets held for sale —_ 316
Regulatory assets 36 49
Other 110 167
Total current assets a5 994
Investments and Other Assets
Goodwill 920 920
Assets heid for sale —_ 2,605
Other 20 23
Total investments and cther assets 940 3,548
Property, Plant and Equipment
Cost 7,750 714
Accumulated depreciation and amortization (2,507) (2,213)
Generation facilties to be retired, net — 9
Net property, plesit and equipment 5,243 4,937
Regulatory Assets and Deferred Debits
Regulatory assels 497 512
Other 2 2
Total regulatory assets and deferred debits 499 514
Total Assets T.097 % 9,993
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable 27 8 209
Accounts payable to affiliated companies 53 74
Notes payable to affiiated companies 103 491
Taxes accrued 171 163
Interest accrued 18 19
Current maturities of long-term debt 106 157
Liabilties associated with assets held for sale — 246
Regulatory liabilities 12 10
Other 153 66
Total current liabilities 823 1,435
Long-Term Debt 1,467 1,578
Lang-Tenn Debt Payable to Affiliated Cornpanies 25 25
Deferred Credits and Other Liabilities
Deferred ingome taxes 1,407 1,765
Accrued pension and ather post-retirement benefit costs 56 48
Liabiities asgociated with assets held for sale — 34
Asset retirement abligations 125 27
Regulatory liabilties 245 241
Other 165 166
Total deferred credits and other Fabilities 1,998 2,281
Comrmitments and Contingencles
Equity
Common stock, $8.50 par value, 120,000,000 shares authorized; 89,663,086 shares outstanding at December 31, 2015 and 2014 762 762
Additional paid-in capital ' 2,720 4782



Accumulated deficit {698) (870)

Total equity 2,784 4874

Total Llabiiittes and Equity $ 7,097 § 9,993

See Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY OHIO, INC.
CONSOLIDATER STATEMENTS OF CASH FLOWS

Years Ended December 31,
{in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) $ 172§ (495) % 102
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation, amortization and accretion 230 258 357
Equity component of AFUDC (3) 4 (1)
Gains on sales of other assets and other, net (8) (1) (5)
Impairment charges 40 941 5
Deferred income taxes 206 (219) 98
Accrued pension and other post-retirement benefit costs g 8 17
Contributions to qualified pansion plans (8} —_ —_
Payments for asset refirement obligations (4} — —
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions {10) 27 17
Receivables 23 {56) {15)
Receivables from affiliated companies 23 14 (39)
Inventory - 8 (3)
Other current assets — (5) {1
Increase {decrease) in
Accounts payable {1) 27 13
Accounts payable to affiiated companies (21) (3 15
Taxes accrued (21) 9 1
Other current liabilities g8 27 14
Other assets 25 (4) (6)
Other liabilities (73) (33) (73)
Net cash provided by operating activities . 667 481 496
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures ‘ (300} {322} (434)
Net proceeds from the sales of other assets —_ — 1M
Notes receivable from affiiated companies 145 (88) {56)
Other {15) {12) 1
Net cash used in investing activities {269) (422) (478)
CASH FLOWS FROM FINANGING ACTIVITIES
Praceeds from the issuance of long-term debt ' — — 450
Payments for the redemption of long-term debt {157) (449) (258)
Notes payable to affiiated companies {95) 473 (202)
Dividends to parent (150) (100) —
Other : {2) 1 {3
Net cash used in financing activities (404) (75) (13)
Net (decrease) increase in cash and cash equivalents (6) (16) 5
Cash and cash eguivalents at beginning of period 20 36 N
Cash and cash equivalents at end of period ' 14 20 6
Supplemental Disclosures:
Cash paid for interest, net of amount capitalzed [ 76 3§ 7% $ 7
Cash paid for {received from) income taxes 410 (5) 9
Significant non-cash transactions:
Accrued capital expenditures 20 24 27
Distribution of membership interest of Duke Energy SAM, LLC to parent 1,912 — —

See Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY QHIO, INC,
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Accumulated
Other
Comprehensive

Loss
Additionatl Pension and
Commen Paid-in Accumuliated OFEB Related Total
{in millions) Stack Capital Deficit Adjustments Equity
Balance at December 31, 2012 $ 762 % 4882 § (477) $ ) 5,166
Net income — —_— 102 — 102
Other comprehensive income — — — 1 1
Batance at December 31, 2013 $ 762 % 4882 § (375) $ — 5,269
Met loss — — (495) — (495)
Dividends to parent — {100) — — {100)
Balance at December 31, 2014 § 762 % 4782 % (870) $ — 4,674
Net income - —_ 172 — 172
Dividends fo parent —_ (150) — —_ {150}
Distribution of membership interest of Duke Energy SAM, LLC to
parent _ {1,912) — — {1,912}
Balance at December 31, 2015 5 762 § 2,720 $ (698) —_ 2,784

See Notes to Consclidated Financial Statemenis
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PART Nl

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Duke Energy Indfana, LLC
Charlotte, North Cardlina

We have audited the accompanying consolidated balance sheets of Duke Energy Indiana, Inc. and subsidiary (the "Company") {subseguently Duke Energy Indiana, LLC and
subsidiary effective as of January 1, 2016} as of December 31, 2015 and 2014, and the related consalidated statements of operations and comprehensive income, changes in
equity, and ¢ash flows for each of the three years in the period ended December 31, 2015. 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 accordance with the standards of the Public Gompany Accounting Oversight Board (United States). Those standards require that we plan and
perferm the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, The Company is not reguired to have, nor were we
angaged fo perform, an audit of its internal cantrol aver financial reporting. Cur audits included conskleration 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 reparting. 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 overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinien, the consclidated financial statements referred to above present fairly, in all material respects, the financial position of Duke Energy Indiana, Inc. and subsidiary at
December 31, 2015 and 2014, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2015, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 22 to the consolidated financial statements, Duke Energy Indiana, Inc. and subsidiary adopted ASU 2015-17, Income Taxes (Topic 740); Balance Shest
Classification of Deferred Taxes oftective December 31, 2015 on a prospective basis.

Is/ Deloitte & Touche LLP

Charlotte, North Carolina
February 25, 2016
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PART Il

DUKE ENERGY INDIANA, INC. {(subsequently DUKE ENERGY INDIANA, LLC)
GONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

Years Ended December 31,

(in millions} 2015 2014 2013
Qperating Revenues 2,390 3,175 2,926
Operating Expenses
Fuel used in electric generation and purchased power 982 1,259 1,131
Operation, maintenance and other 682 670 549
Depreciation and amartization 434 413 342
Property and other taxes 61 128 71
Impairment charges 83 e —
Total operating expenses 2,247 2470 2,193
Gains on Sales of Other Assets and Other, net 1 — -
Qperating Income 644 705 733
Qther Income and Expenses, net 11 22 18
Interest Expense 176 171 170
Income Before Income Taxes 479 556 581
Income Tax Expense 163 197 223
Net Income 316 359 358
Other Comprehensive Loss, net of tax
Reclassification into earnings from cash flow hedges {2) — {2}
Comprehensive Income 314 359 356

See Notes to Consalidated Financial Statements
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PART I

DUKE ENERGY INDIANA, INC. {subsequently DUKE ENERGY INDIANA, LLC)
CONSOLIDATED BALANCE SHEETS

December 31,
{in millions) 2015 2014
ASSETS
Current Assets
Cash and cash equivalents $ 5 § 6
Receivables (net of allowance for doubtful accounts of $1 at Dacember 31, 2016 and December 31, 2014) 96 87
Receivables from affilated companies 7t 115
Notes receivable from affiliated companies 83 —
Inventory 570 537
Regulatory assets . 102 93
Other 15 326
Total current assets 946 1,164
Investments and Other Assets 212 251
Praperty, Plant and Equipment
Cost 14,007 13,034
Accumulated depreciation and amortization (4,484) (4,219)
Net property, plant and equipment 9,523 8,815
Regulatory Assets and Deferred Debits
Regulatory assels 716 685
Other 2 2
Total requlatory assets and deferred debits 718 687
Total Assets $ 11,399 § 10,917
LIABILITIES AND EQUITY
Current Liabhilities
Accounts payable $ 189 § 179
Accounts payable to affiliated companies 83 58
Notes payable to affiiated companies _ 7
Taxes accrued 89 54
Interest accrued 56 56
Current maturities of long-term debt 547 5
Regulatory liabilities 62 54
Qther 97 98
Total current liabilities 1,123 575
Long-Term Debt 3,071 3,614
Long-Temn Debt Payable to Affiliated Companies 150 150
Deferred Credits and Other Liabilities
Deferred income taxes 1,657 1,591
Investment tax credits 138 139
Accrued pension and other post-ratirement benefit costs 30 a2
Asset retirement obligations §25 32
Regulatory liabifties 754 o5
Other 65 90
Total deferred credits and other liabilities 3,219 2,730
Commitments and Contingencies
Equity '
Common Stock, no par; $0.01 stated value, 60,000,000 shares authorized; 53,913,701 shares cutstanding at December 31, 2015 and 1 1
December 31, 2014
Additional paid-in capital 1,384 1,384
Retained earnings 2,450 2,480
Accumulated other comprehensive income 1 3
Total equity 3,836 3,848
Total Liabilities and Equity $ 11,309 § 10,917

See Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY INDIANA, INC. (subsequently DUKE ENERGY INDIANA, LLC)
CONSOLIDATED STATEMENTS QF CASH FLOWS

Years Ended December 31,

{in millions) 2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net incomne $ M6 % 3B B 358
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 439 416 346
Equity component of AFUDC (1 (14) (15}
Gaing on sales of other assets and other, net {1) -— —
Impairment charges 88 — —_
Defersed income taxes 262 208 304
Accrued pension and other post-retirement benelli casts 13 16 25
Contributions to qualified pension plans (19) — —_
Payments for asset retirernent obligations (19 — —
(Increase) decrease in
Net realized and unrealized mark-to-market and hedging transactions —_ — {30)
Receivables (4] (35) 3
Receivables from affiliated companies 44 36 (47)
Inventory (21) {103) (53}
Other current assets 90 (8 (40}
Increase (decrease) in
Accounts payable 33 (41) 3z
Accounts payable to affiiated companies 25 2 (4)
Taxes accrued 35 (32) (30)
Other current liabiities 26 5 {5)
Other assefs (82) (21) {16)
Other liabilities {35} 17 {84}
Net cash provided by operating activities 1,176 905 744
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures {690} {625) (545}
Purchases of available-for-sale securities 9) (20) (11)
Proceeds from sales and maturities of available-for-sale securities 11 16 7
Proceeds from the sales of other assets 17 — —
Notes receivable from affiliated companies (83) 96 (96)
Other (17 4 (3)
Net cash used in investing activities (771) (529) (648)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of long-term debt —_ _— 498
Paynents for the redemption of long-term debt (5) (5 (405)
Notes payable to affiiated companies {71) 71 (81}
Dividends to parent {326) (450} (125)
Other . . — {1) {4)
MNet cash used in financing activities (402) (385) (117)
Net increase {decrease) in ¢cash and cash equivalenis 3 (9) {21)
Cash and cash equivalents at beginning of period 6 15 36
Cash and cash equivalents at end of period $ 9 3 6 $ 15

Supplemental Disclosures:

Cash paid for interest, net of amount capitafized $ 175 § 169 $ 184
Cash (received from) paid for income taxes (253) (61) 46
Significant non-cash transactions:

Accrued capital expenditures 64 87 73

See Notes to Consolidated Financial Statements
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PART Il

DUKE ENERGY INDIANA, INC. (subsequently DUKE ENERGY INDIANA, LLC)
CONSOQLIDATED STATEMENTS OF CHANGES IN EQUITY

Accumulated Other
Comprehensive
Income
Additional Net Gains
Cammon Paid-in Retained on Cash Total
{in millions}) Stock Capitat Earnings Flow Hedges Equity
Balance at December 31, 2012 $ 1 1,384 % 2,318 $ 5 $ 3708
Net income — — 358 — 358
Other comprehensive loss — — — {2) 2)
Dividend to parent — — {125) — (125)
Balance at Dacember 31, 2013 $ 1 $ 1,384 % 2551 % 3 % 3939
Net income — — 359 — 359
Dividend to parent —~ — {450) — (450
Balance at December 31, 2014 $ T 0§ 1384 § 2460 § 3 § 3848
Net income - —_ 316 —_ 316
Other comprehensive l0ss —_ — — (2) )
Dividends to parent — — (326) — (326)
Balance at December 31, 2015 $ 1 0§ 1384 % 2450 % 1 $& 3,836

See Motes to Consolidated Financial Statements
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PART Il
DUKE ENERGY CORPORATION ~ DUKE ENERGY CARQLINAS, LLC - PROGRESS ENERGY, INC. -
DUKE ENERGY PROGRESS, INC. - DUKE ENERGY FLORIDA, INC, — DUKE ENERGY OHIQ, INC. —- DUKE ENERGY INDIANA, INC.
Combined Notes To Consolidated Financial Statements
For the Years Ended December 31, 2015, 2014 and 2013

Index to Combined Notes To Consolidated Financial Statements

The notes to the congolidated financial statements are a combined presentation. The following list indicates the registrants to which the notes apply. Tables within the notes may
not sum across due to Progress Energy's consolidation of Duke Energy Progress, Duke Energy Florida and other subsidiaries that are not regisirants as the Duke Energy
amounts include balances from subsidiaries that are not registrants.

Applicable Notes

Reglstrant 1 2 3 4 5 & 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25
Duke Energy Carporation . . . . . . . . . . . . . . . . . . . . . . . .
Duke Energy Carolinas, LLC . . . . . . . e . « e e s e s e e e
Progress Energy, Inc. . - . . . . . . . . . . . . . . . . . . . . .
Duke Energy Progress, LLC . . . . . - . . . . . P . . . . . . . . .
Duke Energy Florida, LLC . . . . . . . . . . . . . . . . . . . . . .
Duke Energy Ohio, Inc. e e e e e e e . . .. e e e e e e s
Duke Energy Indiana, Inc. . s e . . e e a2 e e . T

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations and Basis of Consolidation

Duke Energy Corporatien (collectively with its subsidiaries, Duke Energy) is an energy company headquartered in Charlotte, North Carolina, subject {o regulation by the Federal
Energy Regulatory Commission {(FERC}. Duke Energy operates in the United States (LJ.S.) and Latin Ametica 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, LLC (formerly Duke Energy Progress, Inc.} {Duke Energy Progress); Duke Energy Florida, LLC (formerly Duke Energy Florida, Inc.) (Duke Energy Florida); Duke
Energy Ohio, Inc. (Duke Energy Ohio) and Duke Energy Indiana, Inc. {subseguently Duke Energy Indfana, LLC) {Duke Energy Indiana). When discussing Duke Energy's
consaolidated 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).

The information in these combined notes relate to each of the Duke Energy Regisirants as noted in the Index to the Combined Netes to Consolidated Financial Statements.
However, none of the registrants makes any representations as to information related solely 10 Duke Energy or the subsidiaries of Duke Energy other than itself.

These Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of the Duke Energy Registrants and subsidiaries
where the respective Duke Energy Registrants have control These Consalidated Financial Statements also reflect the Duke Energy Registrants” proporiionate share of certain
joinlly owned generation and transmission facilities.

Duke Energy Carolinas Is a regulated public utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions of North Carclina and South
Carolina. Duke Energy Carolinas is subject to the regulatory provisions of the North Carolina Utilities Commission (NCUC), Public Service Commission of South Carolina
{PSCSC), U.S. Nuclear Regulatory Commission (NRC} and FERC. Substantially all of Duke Energy Carolinas’ operations qualify for regulatory accounting.

Progress Energy is a public utility holding company headquartered in Raleigh, North Carolina, subject to regulation by the FERC. Progress Energy conducis operafions through
its wholly owned subsidiaries, Duke Energy Progress and Duke Energy Florida. Substantially all of Progress Energy's operations qualify for regulatory accounting.

Duke Energy Progress is a regulated public utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions of North Carolina and South
Carolina. Duke Energy Progress is subject to the regulatory provisions of the NGUC, PSCSC, NRC and FERC. Substantially all of Duke Energy Progress' operations qualify for
regulatory accounting. On August 1, 2015, Duke Energy Prcgress, a North Carolina corporation, converted into a North Carolina limited fiability company.

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

Duke Energy Ohio is a regulated public utiity primarily engaged in the transmission and distribution of electricity in partions of Ohio and Kentucky, the generation and sale of
slectricity in portions of Kentucky and the transportation and sale of natural gas in portions of Ohig and Kentucky. Duke Energy Ohio alse conducts competitive auctions for
retait electricity supply in Ohio whereby recovery of the energy price is from retail customers and recorded in Operating Revenues on the Consolidated Statements of
Operations and Comprehensive Income, Operations in Kentucky are conducted through its wholly owned subsidiary, Duke Energy Kentucky, Inc. (Duke Energy Kentucky).
References herein to Duke Energy Ohic include Duke Energy Ohio and its subsidiaries, unless otherwise noted. Duke Energy Onio is subject to the regulatory provisions of the
Public Utilities Cammission of Ohio (PUCO}, Kentucky Public Service Commigsion (KPSC) and FERC. On April 2, 2015, Duke Energy completed the sale of its nonregulated
Midwest generation business, which sold power into wholesale energy markets, to a subsidiary of Dynegy Inc. (Dynegy). For further information about the sale of the Midwest
Generation business, refer {o Note 2 "Acquisitions and Dispositions.” Substantially all of Duke Energy Ohio's operations that remain after the sale qualify for regulatory
accounting.
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PART Il
DUKE ENERGY CORPORATION - DUKE ENERGY CAROLINAS, LLC - PROGRESS ENERGY, INC,
DUKE ENERGY PROGRESS, LLC — DUKE ENERGY FLORIDA, LLC - DUKE ENERGY OHIO, INC. - DUKE ENERGY INDIANA, INC.
Combined Notes Te Consolidated Financial Statements — (Continued)

Duke Energy Indiana is a regulated public utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions of Indiana. Duke Energy Indiana
is subject to the regulatory provisions of the Indiana Utility Regulatory Commission (IURC} and FERC. Substantially all of Duke Energy Indiana's cperations qualify for requlatory
accounting. On January 1, 2016, Duke Energy Indiana, an Indiana corporation, converted into an Indiana limited liability company.

Certain prior year amounts have been reclassified 1o conform to the current year presentation.
Other Gurrent Assets and Liabilities

The following table provides detai of amounts included in Other within Current Assets or Current Lisbiities on the Consolidated Balance Sheets,

December 31,
{in millions} Location 2015 2014
Duke Energy
Accrued cornpensation Current Liabilities 621 638
Duke Energy Carolinas ‘
Accrued compensation Current Liabilities 213 216
Collateral liabilties Current Liabilities 141 128
Progress Energy
Income taxes receivable Current Assets 129 718
Customer deposits Current Liabilities 373 360
Derivative liabilities Current Liabilties 201 271
Duke Energy Progress
income {axes receivable Current Assets 11 272
Customer deposits Current Liabilties 141 138
Accrued compensation Current Liabilities 108 116
Derivative liabilities Current Liabilities 76 108
Buke Energy Florida
Income taxes receivable Current Assets — 177
Customer deposits Current Liabilties 232 225
Derivative liabilities Current Liabilities 125 163
Duke Energy Ohio
Income taxes receivable Current Assets 59 40
Other receivable Current Assels 33 39
Accrued litigation reserve Current Liabilities 80 —
Collateral Liablities Current Liabilities 48 42
Duke Energy Indiana
Income taxes receivable Current Agsets — 98
Coliateral liabilties Current Liabilities 44 43

The current portion of deferred tax assets is included within Other in Current Assets at December 31, 2014. Due to the adoption of new accounting guidance issued by the
Financial Accounting Standards Board {FASB) related to the balance sheet classification of deferred taxes, all deferred tax assets and liabilities are ¢lassified as noncurrent at
December 31, 2015. See Note 22 for information related to the presentation of deferred tax assets and liabiities on the Consolidated Balance Sheets.

Discontinued Operations

The results of operations of the nonregulated Midwest generation business have been classified as Discontinued Operations on the Consolidated Statements of Operations.
Duke Energy has elected {0 present cash flows of discontinued operations combined with cash flows of continuing operations. Unless otherwise noted, the notes to these
consolidated financial statements exclude amounts related to 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 addfional information.

For the year ended December 31, 2015, Duke Energy’s Income from Discontinued Operations, net of tax was primarily related to results of operations of the nonregulated
Midwest generation business and Duke Energy Retai Sales, LLC (collectively, the Disposal Group} prior 1o its sale on April 2, 2015, partially offset by a charge for a litigation
reserve refated to the Disposal Group. 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 eslimated fair value of the Disposal Group, based on the transaction price included in the purchase sale agreement, and the
operations of the Disposal Group. For the years ended December 31, 2013, Duke Energy’s Income From Discontinued QOperations, net of tax was primarily related to the
operations of the Disposal Group. See Mate 2 for additionat information.
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For the years ended December 31, 2015, 2014 and 2013, Progress Energy's (Loss) Income From Discontinued QOperations, net of tax was primarily due to tax Impacts related
to prior sales of diversified businesses.

Amounts Attributable to Controlling Interests

For the year ended December 31, 2015, the amount of Income from Discontinued Operations, net of tax presented on the Consolidated Statements of Operations is fully
atiributable o controlling interests.

During 2014, Duke Energy and Progress Energy's amount of Income (Loss) from Discontinued Operations, net of tax presented on the Consolidated Staternents of Operations
includes amounts attributable to noncontroliing interest. The following table presents Net Income Attributable 1o Duke Energy Corporation for continuing operations and
discontinued operations for the years ended December 31, 2014 and 2013.

Years ended December 31,

2014 2013

Duke Progress Duke Progress
{in millions) Energy Energy Energy Energy
Income from Continuing Operations $ 2,465 § 880 2,590 659
Income from Continuing Operations Attributable to Noncontrolling Interests 14 5 16 3
Income from Continuing Qperations Attributable to Duke Energy Corporation $ 2451 $ 875 § 2574 § 656
(Less) Income From Discontinued Qperations, net of tax 3 (576) $ (6) 86 16
Loss from Discontinued Operations Altributable to Noncentrolling interests, net of tax (8) - {5} -
{Loss) Income From Discontinued Operations Attributable to Duke Energy Corporation, net of tax $ (568) $ & % 91 % 16
Net Income $ 1,889 § 874 $ 28676 § 675
Net Income Attributable to Noncontrolling Interests 6 5 11 3
Net Income Attributable to Duke Energy Corporation $ 1,883 §$ 869 $ 2865 % 672

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 disclosure of contingent assets and liabilities at
the date of the financial statements. Actual results could differ from those estimates.

Regulatory Accounting

The maijority of the Duke Energy Regisirants’ 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 basis 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
Fabilties are amortized consistent with the treatment of the refated cost in the ratemaking process. See Note 4 for further informatian.

Regulatory accounting rules also requirg recogniiion of a disallowance (also called “impairment”) loss if  becomes probable 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 reasonable estimate of the amount of the disallowance can be made.
Other disallowances can require judgmants on allowed future rate recovery.

When it becomes probable that regulated generation, transmission or distribution assets wil be abandoned, the cost of the asset is removed from plant in service. The value
that may be retained as a regulatory asset on 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 establishment of a regulatory asset if rate recovery is probable. The impairment for a disallowance of
costs for regulated plants under construction, recently completed or abandoned is based on discounted cash flows.

Regulated Fuel Costs and Purchased Power

The Duke Energy Registrants utiize cost-tracking mechanisms, commonly referred to as fuel adjusiment clauses, These clauses allow for the recovery of fuel and fuel-related
costs and portions of purchased power costs through surcharges on customer rates. The difference between the costs incurred and the surcharge revenues is recorded
either as an adjustment to Operating Revenues — Regulated electric or Operating Expenses — Fuef used in electric generation on the Consolidated Statements of Operations
with an off-setting impact on regulatory assets or liabilties.
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Cash and Cash Equivalents

Al highly liquid investments with maturities of three months or less at the date of acquisition are considered cash equivalents. Al December 31, 2015, $534 miion 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 declared a taxable dividend of
historical foreign earnings in the farm of notes payable that will result in the repatriation of approximately $2.7 billion in cash held and expecied to be generated by International
Energy aver a period of up to eight years. Approximately $1.5 bilion was remitted in 2015, 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 enfities (VIEs). Restricted cash balances are
reflected in Other within Current Assets and in Other within Invesiments and Other Assets on the Consolidated Balance Sheets. At December 31, 2015 and 2014, Duke Energy
had restricted cash totaling $108 millian ang $298 milkon, respectively.

Inventory

Inventory is used for operations and is recorded primarily using the average cost method. lnventory related to regulated operations s valued at historical cost. Inventory related
to nonregulated operations is valued at the lower of cost or market. Materials and supplies are recorded as inventory when purchased and subsequently charged to expense ar
capitaized 10 property, plant and equipment when installed. Reserves are established for excess and obsalete inventory. Inventory reserves were not material ak December 31,
2015 and 2014. The components of inventory are presented in the tables below.

December 31, 2015

Duke Duke Duke Duke Buke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Eneray Carolinas Energy Progress Florida Ohio Indiana
Materials and supplies $ 2,389 §$-° 785 §$ 1,133 & 776 % 357 % 81 % 301
Coal held for electric generation 1,114 451 370 142 178 16 267
0il, gas and other fuel held for electric generation 367 40 . 248 120 128 8 2
Total inventory $ 3810 % 1,276 % 1,751 § 1,088 § 663 $ 05 § 57¢

December 31, 2014
Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions} Enargy Carolinas Energy Progress Florida Ohio lndiana
Materials and supplies $ 2102 § 719 8§ 981 $ 676 $ 305 $ 67 $ 258
Coal held for electric generation 997 362 329 150 178 21 275
Qil, gas and other fuel held for electric generation

360 43 280 140 140 g 4
Total inventory $ 3459 § 1124 § 1590 % 966 % 623 % 97 & 537

Investments in Debt and Equity Securities

The Duke Energy Registrants classify invesiments into two categories — trading and available-for-sale. Both categories are recorded at fair value on the Consclidated Balance
Sheets. Realized and unrealized gains and losses on trading securities are included in earnings. For certain investments of regulated operations such as the Nuclear
Decommissioning Trust Fund (MDTF), realized and unrealized gains and losses (including any other-than-temporary impairments) on avaitable-for-sale securities are recorded
as a regulatory asset o liabilty, Otherwise, unrealized gains and losses are included in Accumulated Other Comprehensive Income (ADCI), unless other-than-temporarily
impaired. Other-than-temporary impairments for equity securities and the credtt less portion of debt securities of nonregulated operations are included in earnings. Investments
in debt and equity securities are classified as either current or noncurrent based on management's intent and ability to sell these securities, taking inte 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 operating segment or one level below. Duke Energy, Progress Energy and Duke Energy Ohio update these tests between annual fests if events or circumstances occur
that would maore: likely than not reduce the fair value of a reporting unit below its carrying value.
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Intangible Assets

Intangible assets are included in Other in Investments and Other Assets on the Consolidated Balance Sheets. Generally, intangible assets are amortized using an amertization
method that reflects the pattern in which the economic benefits of the intangible asset are consumed, or on a straight-line basis if that pattern is not readily determinable.
Amortization of intangibles is reflected in Depreciation and amortization on the Consolidated Statements of Operations. Intangible assets are subject to Impairment testing and if
impaired, the carrying value is accordingly reduced.

Emission allowances permit the holder of the allowance to emit certain gaseous byproducts of fossil fuel combustion, including suifur dioxide (SO,) and nitrogen oxide {NOy).
Allowances are issued by the W.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 consumption. Carrying amounts for emission allowances are based on the cost to acquire the allowances or,
in the case of a business combination, on the fair value assigned in the allocation of the purchase price of the acquired business. Emission allowances are expensed to Fuel
usad in electric generation and purchased power — regulated on the Consolidated Statements of Gperations.

Renewable energy certificates are used to measure compliance with renewable energy standards and are held primarily for consumption. See Note 11 for further information.
Long-Lived Asset Impairments

The Duke Energy Registrants evaluate long-lived assets, excluding gaodwill, 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 1o result from the use and eventual
disposition of the asset. The estimated cash flows may be based on alternative expected outcomes that are probability weighted. If the carrying value of the long-lived asset is
not recoverable based on these estimated future undiscounted cash flows, the carrying value of the asset is written-down 1o its then-current estimated fair value and an
impairment charge is recognized.

The Duke Energy Registrants assess fair value of long-lived assets using various methods, ingluding recent comparable third-party sales, internally developed discounted cash
flow analysis and analysis from outside advisers. Significant changes in commodity prices, the condition of an asset or management's interest in selling the asset are generally
viewed as triggering events to reassess cash flows.

Property, Plant and Equipment

Property, plant and equipment are stated at the lower of depreciated historical cost net of any disallowances or fair value, if impaired. The Duke Energy Registrants capitalize all
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 {AFUDC}) and Interest Capitalized” for information on capitalized financing costs. Costs of renewals and betterments that extend the useful e of
property, plant and equipment are also capitalized. The cost of repairs, replacements and major maintenance projests, which do rot extend the useful iife or increase the
expected output of the asset, gre expensed as incurred. Depreciation is generally computed over the estimated useful life of the asset using the composite straight-line method.
Depreciation studies are conducted periodically to update composite rates and are approved by state ufility 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,

2015 2014 2013
Duke Energy 2.9% 2.8% 28%
Duke Energy Carolinas 2.8% 2.7% 2.8%
Progress Energy 2.6% 2.5% 2.5%
Duke Energy Progress 2.6% 2.5% 2.5%
Duke Energy Florida 2.7% 27% 2.4%
Duke Energy Qhio 2.7% 2.3% 3.3%
Duke Energy ndiana 30% 30% 2.8%

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 fife 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
facililies 10 be retired, net on the Consolidated Balance Sheets. If the asset is no longer operating, the net amount is classified in Regulatory Assets on the Consolidated Balance
Sheets. The carrying value of the assetis based on historical cost if the Duke Energy Registrants are alowed to recover the remaining net book value and a return equal to at
least the incremental borrowing rate. If not, an impairment is recognized to the extent the net book value of the asset exceeds the present value of future revenues discounted
at the incremental borrowing rate.

When the Duke Energy Registrants sell entire regulated operating units, or retire or sell nonregulated properties, the original cost and accumulated depreciation and amortization
balances are removed from Property, Plant and Equipment on the Consolidated Balance Sheets. Any gain or loss is recorded in earnings, unless otherwise required by the
applicable regulatory body.

See Note 10 for further information.
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Nuclear Fuel

Nuclear fuel is classified as Property, Plant and Equipment on the Consolidated Balance Sheets, except for Duke Energy Florida. Refer to Note 4, “Regulatory Matters,” for
additional information on Crystal River Unit 3 investments, including nuclear fuel.

Nuclear fue! in the front-end fuel processing phase is considered work in progress and not amortized until placed in service. Amortization of nuclear fuel is included within Fuel
used in glectric generation and purchased power — regulated in the Consolidated Staternents of Operaltions. Amortization is recorded using the units-of-production method.

Allowance 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 companent of
the cost of praperty, 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 reported as a non-cash offset to Interest Expense. After construction is completed, the Duke Energy Registrants are permitted to recover these costs through
their inclusion in rate base and the corresponding subsequent depreciation or amortization of those regulated assets.

AFUDC equity, a permanen difference for income taxes, reduces the effective tax rate when capitalized and increases the effective tax rate when depreciated or amortized.
See Note 22 for additional information.

For nonregulated operations, interest is capitalized during the construction phase with an offsetting non-cash credit to Interest Expense on the Consolidated Statements of
Operations.

Asset Retirement Obligations

Asset retirement obligations are recegnized for legal obligations associated with the retirement of property, plant and equipment. Substantially all asset retirement cbligations are
refated to regulated operations. When recording an asset ratirement obligation, the present value of the projected liability is recognized in the period in which it is incurred, if a
reasonable estimate of fair value can be made. The liability is accreted over time. For operating plants, the present value of the liability is added to the cost of the associated
asset and depreciated over the remaining life of the asset. For retired plants, the present value of the liability is recorded as a regulatory asset,

The present value of the initial obligation and subsequent updates are based on discounted cash flows, which include estimates regarding timing of future cash flows, selection
of discount rates and cost escalation rates, among other faciors. These estimates are subject 1o change. Depreciation expense is adjusted prospectively for any changes to
the carrying amount of the assaciated asset. The Duke Energy Registrants receive amounts to fund the cost of the asset retirement obligation for regulated operations through
a combination of regulated revenues and earnings on the NDTF, As a resuli, amounts recovered in regulated revenues, earnings on the NDTF, accretion expense and
depreciation of the associated asset are all deferred as a regulatory asset or liability.

Obligations for nuclear decommissioning are based on-site-specific cost studies. Duke Energy Carolinas and Duke Energy Progress assume prompt dismantlement of the
nuclear facilities after operations are ¢eased. Duke Energy Florida assumes Crysial River Unit 3 will be placed into a safe storage configuration untii eventual dismantlement is
completed by 2074. Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida also assume that spent fuel will be stored on-site until such time that it can be
transferred to a U.S. Departiment of Energy (DOE} facility.

Obligations for closure of ash basins are based upon discounted cash flows of estimated costs for site specific plans, if known, or probability weightings of the potential closure
methods if the ¢closure plans are under development and muttiple closure options are being considered and evaluated on a site-by-site basis. See Note 9 for additional
information.

Revenue Recognition and Unbilled Revenue

Revenues on sales of electricity and gas are recognized when service is provided or the product is delivered. Unbilled revenues are recognized by applying customer biling
rates to the estimated volumes of energy delivered but not yet billed. Unbilled revenues can vary significantly from period 1o period as a result of seasonality, weather, customer
usage patterns, customer mix, average price in effect for customer classes, timing of rendering customer bills and meter reading schedules.

Unbilled revenues are included within Receivables and Restricted receivables of variable interest entities on the Censolidated Balance Sheets as shown in the following table.
This table excludes amounts included in assets held for sale (AHFS) at December 31, 2014,

December 31,
(in millions) 2015 2014
Duke Energy $ 748 % 827
Duke Energy Carolinas 283 295
Progress Energy 172 217
Duke Energy Progress 102 135
Duke Energy Florida 70 82
Duke Energy Chio 3 —
Duke Energy Indiana kil 27
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Additionally, Duke Energy Ohio and Duke Energy Indiana sell, on a revolving basis, nearly all of their retail accounts receivable, including receivables for unbilled revenues, to
an affliate, Cinergy Receivables Company, LLC (CRC} and account for the transfers of receivables as sales. Accordingly, the receivables sold are not reflected an the
Consolidated Balance Sheets of Duke Energy Ohio and Duke Energy Indiana. See Note 17 for further information. These receivables for unbilled revenues are shown in the
table below.

December 31,

{in millions) 2015 2014
Duke Energy Qhio $ F4 - ril
Duke Energy Indiana 97 112
Allowance for Doubtful Accounts
Allowances for doubtful accounts are presented in the following table.

December 31,
(in millions) 2015 2014 2013
Altowance for Doubtful Accounts
Duke Energy $ 18 17 30
Duke Energy Carolinas 3 3 3
Progress Energy 6 8 14
Duke Energy Progross 4 7 10
Duke Energy Flarida 2 2
Duke Enargy Ohio 2 2 2
Duke Energy Indiana 1 1 1

Allowance for Doubtful Accounts — VIEs

Duke Energy $ 5
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Derivatives and Hedging

Derivative and non-defivative instruments may be used in connection with commadity price, interest rate and foreign currency risk management activities, including swaps,
futures, forwards and opfions. Al derivative instruments, except those that qualify for the normal purchase/narmal sale (NPNS) exception, are recorded on the Consolidated
Balance Shests at fair value. Qualifying derivative instruments may be designated as either cash flow hedges or fair value hedges. Other derivative instruments (undesignated
contracis) either have not been designated or do net gualify as hedges. The effective portion of the change in the fair valus of cash fiow hedges is recorded in AOCI. The
effective porticn 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 to regulatory accounting, gains
and losses on derivative contracts are reflected as regulatory assets or liabiliies and not as other comprehensive incame or current pariod ingome. As a result, changes in fair
value of these derivatives have no immediate earnings impact,

Formal documentation, including fransaction type and risk management stratégy, is maintained for all goniracis accounted for as a hedge. At inception and at least every three
months thereafter, the hedge contract is assessed to see if it is highly effeciive in offsetting changes in cash flows or fair values of hedged dems,

See Note 14 for further information.
Captive Insurance Reserves

Duke Energy has capfive insurance subsidiaries that provide coverage, on an indemnity basis, to the Subskliary Registrants as well as certain third parties, on a limited basis,
for various business risks and losses, such as property, workers’ compensation and general Rability. Liabilities include provisions for estimated losses incurred but not yet
reported (IBNR}, as well as estimated provisians for known claims. IBNR raeserve estimates are primarily based upon historical loss experience, industry data and other
actuarial assumptions. Reserve estimates are adjusted in future periods as actual Iosses differ from experience.

Duke Energy, through its captive insurance entities, also has reinsurance coverage with third parties for certain losses above a per ocgurrence andfor 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 outstanding long-term debt are amortized over the term of the debt issue. Call premiums and unamortized
expenses associated with refinancing higher-cost debt abligations in the regulated operations are amortized. Amortization expense is recorded as Interest Expense in the
Cansolidated Statements of Operations and is reflected as Depreciation, amortization and accretion within Net cash provided by operating activities on the Consalidated
Statemenis of Cash Flows,
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During 2015, Duke Energy retrospectively adopted revised accounting guidance related to the presentation of debt issuance costs. Unamortized debt issuance cost are
presented as a reduction of the debt amount and included in Long-Term Debt on the Consolidated Balance Sheets presented. See discussion of New Accounting Standards
below for further information.

Loss Contingencies and Enviranmental Liabilities

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

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

See Notes 4 and 5 for further information.
Pension and Other Post-Retirement Benefit Plans

Duke Energy maintains qualified, non-qualified and other post-retrement benefit plans, Eligibte empioyees of the Subsidiary Registrants participate in the respective qualified,
nan-gualified and other post-retirement benefit plans and the Subsidiary Registrants are allocated their proportionate share of benefit costs. See Note 21 for further information,
including significant accounting policies associated with these plans.

Severance and Special Termination Benefits

Duke Energy has a severance plan under which, in general, the longer a terminated employee worked prior {o 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 if involuntary severances are probable and can be
reasonably estimated. For involuntary severance benefits incrementalto its ongoing severance plan benefits, the fair value of the obfigation is expensed at the communication
date if there are no future service requirements, of over the required future service period. From time to fime, Duke Energy offers special termination benefits under voluntary
severance programs. Spetial lermination benefits are recorded immediately upon employee acceptance absent a significant retention period. Otherwise, the costis recorded
over the remaining service period. Employes acceptance of voluntary severance benefits is determined by management based on the facts and circumstances of the benefits
being offered. See Note 19 for further information.

Guarantees

Liabilities are recognized at the time of issuance or material modification of a guarantee for the estimated fair value of the obligation it assumes, Fair value is estimated using a
probability-weighted approach. The abligation is reduced over the term of the guarantee or related contractin a systematic and rational method as risk is reduced. Any
additional contingent loss for guarantee centracts subsequent to the initial recognition of a liabilty is accounted for and recognized at the time a l0ss is probable and can be
reasonably estimated. See Note 7 for further information.

Stock-Based Compensation

Stock-based compensation represents costs related to stock-based awards granted to employees and Duke Energy Board of Directors (Board of Directors) members, Duke
Energy recagnizes stock-based compensation based upon the estimated fair value of awards, net of estimated forfeitures at the date of issuance. The recognition period for
these costs begins at either the applicable service inception date or grant date and continues throughout the requisite service period, or, for certain share-based awards, untit
the employee becaomes retirement eligible, if earlier. Compensation cost is recognized as expense or capitalized as a component of property, plant and equipment. See Note 20
for further information.

Income Taxes

Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and foreign jurisdictional returns. The Subsidiary Registrants entered into 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 proviied for temporary differences between GAAP and tax bases of assets and liabifities because the differences create taxable or tax-deductible amounts for future
periods. Deferred taxes are not provided on translation gains and losses when earnings of a foreign operation are expected fo be indefinitely reinvested. Investment tax credits
{ITC) associated with regulated operations are deferred and amortized as a reduction of income tax expense over the estimated useful lives of the related properties.

Positions taken or expected to be taken on tax returns, including the decision to exclude certain income or transactions from a return, are recognized in the financial statements
when it is more likely than not the tax position can be sustained based solely on the technical merits of the position. The largest amount of tax beneftt that is greater than 50
percent likely of being effectively settled is recorded. Management considers a tax position effectively settled when: (i) the taxing authority has completed its examination
procedures, including all appeals and administrative reviews; (i} the Duke Energy Registrants do not intend to appeal or fitigate the tax position included in the completed
examination; and (iii) it is remote the taxing authority would examine or re-examine the {ax position. The amount of a tax return position that is not recognized in the financial
statements is disclosed as an unrecognized tax benefit. If these unrecognized tax benafits are later recognized, then there wil be a decrease in incorme taxes payable, an
income tax refund or a reclassification between deferred and current taxes payable. If the portion of tax benefits that has been recognized changes and those 1ax benefits are
subsequently unrecognized, then the previously recognized {ax benefits may impact the financial statements through increasing income {axes payable, reducing income tax
refunds receivable or changing deferred taxes. Changes in assumptions on tax benefits may also impact interest expense or interest income and may result in the recognition
of tax penalties.
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Tax-related interest and penalties are recorded in Interest Expense and Other Income and Expenses, net, in the Consolidated Statements of Operations,
See Npte 22 for further information.
Accounting for Renewable Energy Tax Credits and Cash Grants

When Duke Energy receives ITC or cash 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 benefit is recognized through reduced depreciation expense. Additionally, certain 1ax credits and government grants resuh
in an initial tax depreciable base in excess of the book carrying value by an amount equal to one half of the ITC or government grant. Deferred tax benefits are recorded as a
reduction to income tax expense in the period that the basis difference is created.

Excise Taxes

Cerlain excise taxes levied by state or local governmenis are required to be paid even if not colected from the customer. These taxes are recognized on a gross basis.
Otherwise, the taxes are accounted for net. Excise taxes accounted for on a gross basis as both operating revenues and property and other taxes in the Consclidated
Statements of Operations were as follows,

Years Ended Dacember 31,

(in millions) 2015 2014 2013
Duke Energy $ 36 $ 498 § 602
Duke Energy Carglinas 3 94 164
Progress Energy 229 263 304
Duke Energy Progress 16 56 115
Duke Energy Florida 213 207 189
Duke Energy Ohio 102 103 105
Duke Energy Indiana 34 38 29

On July 23, 2013, North Carolina House Bill 298 (HB 998 or the North Carolina Tax Simplification and Rate Reduction Act) was signed into law. HB 998 repealed the utility
franchise fax effective July 1, 2014. The utility franchise tax was 3.22 percent gross receipts fax on sales of electricity. The result of this change in law is an annual reduction in
excise taxes of approximately $160 million for Duke Energy Carolinas and approximately $110 million for Duke Energy Progress. HB 998 also increases sales tax on slectricity
from 3 percent to 7 percent effective July 1, 2014. HB 998 requires the NCUC to adjust retail eleciric rates for the elimination of the ulilty franchise tax, changes due to the
increase in salkes tax on electricity, and the resulting change in liability of utility campanies under the general franchise tax.

Foreign Currency Translation

The local currencies of most of Duke Energy's foreign operations have been determined to be their functional currencies. However, certain foreign operations' functional
currency has been determined to be the LS, doliar, based on an assessment of the economic circumstances of the foreign operation. Assets and liabilities of foreign operations
whose functional currency is not the U.S. dollar are translated into U.S. dollars at the exchange rates in effect at period end. Transtation adjustments resulting from changes in
exchange rates are included in AOCI. Revenue and expanse accounts are translated at average exchange rates during the year. Remeasurement gains and logses arising
from balances and transactions denominated in currencies other than the local currency are included In the results of operations when they occur.

Dividend Restrictions and Unappropriated Retained Eamings

Duke Energy doas not have any legal, regulatory or other restrictions on paying common stock dividends to shareholders. However, as further described in Note 4, due 1o
conditions established by regulators in conjunction with merger transaction approvals, Duke Energy Carolinas, Duke Energy Progress, Duke Energy Ohio and Duke Energy
Indiana have restrictions on paying dividends ar otherwise advancing funds to Duke Energy. At December 31, 2415 and 2014, an insignificant amount of Duke Energy's
consolidated Retained earnings balance reprasents undistributed earnings of equity methed investments.

New Accounting Standards

The new accounting standards that were adopted for 2015, 2014 and 2013 had no material impact on the presentation or cesults of operations, cash flows or financial position of
the Duke Energy Registrants, The following accounting standards were adopted by the Duke Energy Registrants during 2015.

Reporting Discontinued Operations. In April 2014, the Financial Accounting Standards Board {(FASB) issued revised accounting guidance for reporting discontinued
operations. A discontinued operation would be either (i) a component of an entity or a group of components of an entity that represents a separate major line of business or
major gecgraphical area of operations that either has been disposed of or is part of a single coordinated plan to be classified as held for sale or (ii) a2 business that, upon
acquigition, meets the criteria to be ¢lassified as held for sale.

For Duke Energy, the revised accounting guidance is effective on a prospective basis for qualified disposals of components or classifications as held for sale that occurred
after January 1, 2015. Under the standard, the guidance is not effective for a component classified as held for sale before the effective date even if the disposal accurs after the
effective date of the guidance. Duke Energy has not reported any discontinued operations under the revised accounting guidance.
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Balance Sheet Classification of Deferred Taxes. In November 2015, the FASB issued revised accounting guidance for the Balance Sheet classification of deferred taxes.
The core principle of this revised accqunting guidance is that all deferved tax assets and liabilties should be classified as noncurrent. For Duke Eneray, this revised accounting
guidance was adopted prospectively for December 31, 2015. The Balance Sheet as of December 31, 2014, does not reflect this reclassification of current deferred tax assets
and liabilities. See Note 22 for further information on the impact from adoption of this accounting standard,

Balance Sheet Presentation of Debt Issuance Costs. In April and August 2015, the FASB issued revised accounting guidance for the presentation of debt issuance costs.
The ¢ore principle of this revised accounting guidance is that debt issuance costs are not assets, but adjustments to the carrying cost of debt, For Duke Energy, this revised
accounting guidance was adopted retrospectively to Decemnber 31, 2014,

The implementation of this accounting standard resulted in a reduction of Other within Regulatory Assets and Deferred Debits and in Long-Term Debt of $17¢ million and $152
milion on the Cansglidated Balance Sheets as of December 31, 2015 and 2014, respectively,

Fair Value Disclosures for Gertaln Investments. In May 2015, the FASB issued revised accounting guidance for investments in certain entities that use net asset value per
share {or its equivalent} as a ‘practical expedient’ io determine fair value. The care principle of this revised accounting guidance is that the valuation of investments using the
‘practical expedient should not be categorized within the fair value hierarchy (i.e., as Level 1, 2 or 3). The practical expedient applies to investments in investment companies
for which there is not a readily determinable fair value {market quote) or the investment is not in a mutual fund with a publicly available net asset value. For Duke Energy, this
revised accounting guidance was adapted retrospectively, The implementation of this guidance is reflected in Note 16: Fair Value Measurements and Note 21: Employee Benefit
Plans.

The folowing new accounting standards have been issued, but have not yet been adopted by the Duke Energy Registrants, as of Dagember 31, 2015,

Revenue from Contracts with Customers. In May 2014, the FASB issued revised accounting guidance for revenue recognition from contracts with customers. The core
principle of this guidance is that an entity should recognize revenue te depict the transfer of promised goods or services to custemers in an amount that reflects the
consideration to which the entity expects to be entitied in exchange for those goods or services. The amendments in this update also require disclosure of sufficient infarmation
1o allow ysers to understand the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers,

For the Duke Energy Registrants, this guidance is effective for interim and annual periods beginning January *, 2018, although it can be early adopted for annual periods
beginning as early as January 1, 2017. The guidance can be applied retroactively to all prior reporting periods presented or retraspectively with a cumulative effect as of the
initial date of application. Duke Energy is currently evaluating the requirements. The ultimate impact of the new standard has not yet heen determined.

Financial Instruments Classification and Measurement. In January 2016, the FASB issued revised accounting guidance for the classification and measurement of financial
instruments. Changes in the fair value of all equity securities wil be required to be recorded in net income. Current GAAP allows some changes in fair value for available-for-sale
equity securities to be recorded in AQCI. Additional disclosures will be required {o present separately the financial assets and financial liabilities by measurement category and
form of financial asset. An antity's equity investments that are accounted for under the equity method of accounting are not included within the scope of the new guidance.

For Duke Energy, the revised accaunting guidance is effective for interim and annual periods beginning January 1, 2018 by recording a cumulative effect {o the balance sheet
as of January 1, 2018. This guidance is expected to have minimal impact on Duke Energy's Statement of Comprehensive Income as changes in the fair value of most of Duke
Energy's avallable-for-sale equity securtiies are deferred as regulatary assets ar labilties.,

2. ACQUISITIONS AND DISPOSITIONS
ACQUISITIONS

The Duke Energy Registrants consolidate assets and liabilities from acquisitions as of the purchase date, and include earnings from acquisitions in consolidated earnings after
the purchase date.

Acquisition of Piedmont Natural Gas

On October 24, 2015, Duke Energy entered into an Agreement and Plan of Merger {Merger Agreement) with Piedmont Natural Gas Company, Inc. {Piedmont), a North Carolina
corporation. Under the terms of the Merger Agreement, Duke Energy will acquire Piedmont for $4.9 billion in cash. Upan closing, Fiedmont will become a wholly owned
subsidiary of Duke Energy.

Pursuant to the Merger Agreement, upon the closing of the merger, each share of Piedmont comimon stock issued and outstanding immediately prior o the closing will be
converted automatically into the right to recelve $60 in cash per share. In addition, Duke Energy will assume Piedmont's existing debt, which was approximately $1.9 bilion at
October 31, 2015, the end of Pliedmont's most recent fiscal year. Duke Energy expects to finance the fransaction with a combination of debt, equity issvances and other cash
sources. As of December 31, 2015, Duke Energy entered into $900 million of forward starting interest rate swaps to lock in components of interest rates for the expected
financing. The change in the fair value of the swaps from inception to December 31, 2015, was not material. For additional informatian on the forward-starting swaps, see Note
14.

In connection with the Merger Agreement with Piedmant, Duke Energy entered into a $4.9 billion senior unsecured bridge financing facility (Bridge Facility) with Barclays Capital,
Inc. {Barclays). The Bridge Facility, if drawn upon, may be used to (i) fund the cash consideration for the transaction and {ii} pay certain fees and expenses in connection with
the transaction. In November 2015, Barclays syndicated its commitment under the Bridge Facility 1o a broader group of lenders. Duke Energy does not expect to draw upon the
Bridge Fagility.
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The Federal Trade Commission (FTC) has granted early termination of the 30-day waiting peried under the federal Hart-Scott-Rodino Antitrust Improvements Act of 1976. On
January 22, 2016, shareholders of Piedmont Natural Gas approved the company’s acquisition by Duke Energy. On January 15, 2016, Duke Energy filed for approval of the
transaction and asscciated financing requests with the NCUC, On January 29, 2016, the NCUG approved the financing requests. On January 15, 2016, Duke Energy and
Piedmont filed a joint request with the Tennessee Regulatory Authority for appraval of a change in control of Piedmont that will result from Duke Energy's acquisition of
Piedmont. In that request, Duke Energy and Piedmont requested that the Authority approve the change in control on or before April 30, 2018. Subject to receipt of required
regulatory approvals and meeting closing conditiohs, Duke Energy and Piedmont target a closing by the end of 2016.

On Degember 11, 2015, Duke Energy Kentucky filed a declaratory request with the KPSC seeking a finding that the transaction does not constitute a change in control of Duke
Energy Kentucky réquiring KPSC approval. Duke Energy also presented the transaction for information before the PSCSC on January 13, 2016.

The Merger Agreament contains certain termination rights for both Duke Energy and Piedmont, and provides that, upon termination of the Merger Agreement under specified
circumstances, Duke Energy would be required to pay a termination fee of $250 milion to Piedmont and Piedmont would be required to pay Duke Energy a termination fee of
$125 miliion.

See Note 4 for agditional information regarding Duke Energy and Piedmont's joint investment in Atlantic Coast Pipeline, LLC {ACP).
Purchase of NCEMPA's Generation

On July 31, 2015, Duke Energy Progress completed the purchase of North Carolina Eastern Municipal Power Agency’s (NCEMPA) ownership interests in certain generating
assets, fuel ang spare parts inventory jointly owned with and operated by Duke Energy Progress for approximately $1.25 bilion. This purchase was accounted for as an asset
acquisition. The purchase resulted in the acquisition of a total of approximately 700 megawatts {MW) of generating capacity at Brunswick Nuclear Plant, Shearon Harris Nuclear
Plant, Mayo Steam Plant and Roxboro Steam Plant, In connection with this transaction, Duke Energy Progress and NCEMPA entered into a 30-year wholesale power
agreement, whereby Duke Energy Progress will sell power 1o NCEMPA to continue to meet the needs of NCEMPA customers.

The purchase price exceeds the historical carrying value of the acquired assets by $350 million, which was recognized as an acquisition adjustment, recorded in property, plant
and equipment. Duke Energy Progress received FERC approval for inclusion of the acquisition adjustment in wholesale power formula rates on December 9, 2014. On July 8,
2015, the NCUC adopted a new rule that enables a rider mechanism for recovery of the costs to acquire, operate and maintain interests in the assets purchased as allocated {0
Duke Energy Progress' North Carolina retail operations, including the acquisition adjustment, Pursuant to the NCUC's approval, Duke Energy Progress implemented a rider to
recover costs associated with the NCEMPA asset acquisition effective December 1, 2015, Duke Energy Progress also received an order from the PSCSC to defer the
recovery of the South Carolina retail allocated costs of the asset purchased untif the Company's next general rate case.

Assels Acquired

The ownership interests in generating assets acquired are subject to rate-setting authority of the FERC, NCUC and PSCSC and accordingly, the assets are recorded at
histarical cost. The assets acquired are presented in the following table.

{in millions)

Inventory ‘ $ 56
Net property, plant and equipment 845
Total assets i 901
Acquisition adjustment, recorded within property, plant and equipment 350
Total purchase price $ 1,251

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

DISPOSITIONS

Potential Sale of International Energy

On February 18, 2016, Buke Energy announced it had initiated a process to divest the International Energy business segment, excluding the equity method investment in
Mational Methanol Gompany {NMGC}. Duke Energy is in the preliminary stage and there have been no binding or non-binding offers requested or submitted. Duke Energy can
provide no assurance that this process wil result in a transaction and there is no specific timefine for execution of a potential transaction. Proceeds from a successful exit would
be used by Duke Energy to fund the operations and growih of domestic businesses. If the potential of a sale were to progress, it could result in classification of International
Energy as assets held for sale and as a discontinued operation, As of December 31, 2015, the International Energy segment had a carrying value of approximately $2.7 billion,
adjusted to inclugle the curmnulative foreigh currency translation losses currently classified as accumulated other comprehensive income.

Midwest Generation Exit
Duke Energy, through indirect subsidiarles, completed the sale of the nonregulated Midwest generation business and Duke Energy Retail Sales (collectively, the Disposal

Group) to a subsidiary of Dynegy on April 2, 2015, for approximately $2.8 bilion in cash. On April 1, 2015, prior to the sale, Duke Energy Chio distributed its indirect ownership
interest in the nonregulated Midwest generation business to a subsidiary of Duke Energy Corporation,
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The assets and liabilities of the Disposal Group prior to the sale were included in the Commercial Portfolio (formerly Commercial Power) segment and classified as held for sale
in Duke Energy's and Duke Energy Ohio’s Consolidated Balance Sheet at December 31, 2014. The following table presents information at the time of the sale related to the
Duke Energy Chio generation plants included in the Digposal Group.

Total MW Owned MW Ownership
Facility Plant Type Primary Fuel Location Capacity™® Capacityld Interest
Stuartfa¥) Fossil Steam Coal OH 2,308 900 39%
Zimmers) Fossil Steam Coal OH 1,300 605 48.5%
Hanging Rock Combined Cycle Gas OH 1,226 1,226 100%
Miami Fort (Units 7 and 8)® Fossil Steam Coal OH 1,020 652 64%
Conesgvillglke Fossil Steam Coal OH 780 312 40%
‘Washington Combined Cycle Gas OH 617 617 100%
Fayette Combined Cycle Gas PA 614 614 100%
Killen®¥e} Fossil Steam Coal OH 600 198 33%
Lee Combustion Turbine Gas IL 568 568 100%
Dick's Creek Combustion Turbine Gas OH 136 136 100%
Miami Fort Combustion Turbine o] OH 56 56 100%
Total Midwest Generation 9,225 5,884
{a) Jointly owned with American Electric Power Generation Resources and The Dayton Power and Light Company.
(b} Jointly owned with The Dayton Power and Light Company.
(c) Not operated by Duke Energy Qhio.
(d} Total MW capacity is based on summer capacity.

The Disposal Group also included a retail sales business owned by Duke Energy. In the second quarter of 2014, Duke Energy Ohic remaved Ohio Valley Electric Corporation’s
(OVEC) purchase power agreement from the Disposal Group as it no longer intended to sell it with the Disposal Group.

The resuits of operations of the Disposal Group prior {o the date of sale are classified as discontinued operations in the accompanying Consolidated Statements of Operations
and Comprehensive Income. Certain immaterial costs that were eliminated as a result of the sale remained in continuing cperations. The following table presents the results of
discontinued operations,

Duke Energy
Years Ended December 31,
{in millions) 2015 2014 2013
Operating Revenues $ 543 3 1748 % 1,885
Loss on dispositionte} (45) (929) —
Income (loss) before income taxes® 5 59 & (818) % 141
Income tax expense (bensefit) 26 {284) 56
Income {loss) from discontinued operations of the Disposal Group 33 (524) 85
Other, net of tax®) (13) (52) 1
Ingome (Loss) From Discontinued Operations, net of tax $ 20 % (576) § 86
(a)} The Loss on disposition includes impairments recorded to adjust the carrying amount of the assets to the estimated fair value of the business, based on the selling
price to Dynegy less cost o sel.
(b} The Income (loss) befors income taxes includes the pretax impact of an $81 million charge for the setlement agreement reached in a lawsuit related to the Disposal
Group for the year ended December 31, 2015. Refer to Note 5 for further information related to the lawsuit.
(3} Relates 1o discontinued operations of businesses not related to the Disposal Group. Amounts inciude indemnifications provided for certain legal, tax and environmental

matters, and foreign currency translation adjustments.
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Duke Energy Ohio
Years Ended December 31,

{in millions) 2015 2044 2013
Operating Revenuss $ M2 3 1,289 § 1,503
Loss on disposition®? {52) {959) —
Income (loss) before income taxes® $ 4 3 (863) § 67
Income tax expense (banefit} 21 (300} 32
Income (Loss) From Discontinued QOperations, net of tax % 23 % (563) % 35
{a) The Loss on disposition includes impairments recorded to adjust the carrying amount of the assets to the estimated fair value of the business, based on the seling

price to Dynegy less cost {o sell.
(b) The Income (loss) before income taxes includes the pretax impact of an $81 milion charge for the settlement agreement reached in a fawsuit related to the Disposal

Group for the year ended December 31, 2015, respectively. Refer to Note 5 for further information related to the lawsuit.

Commercial Partfalic has a revolving credit agreement (RCA) which was used to support the operations of the nonreguated Midwest generation business. Interest expense
associated with the RCA was allocated to discontinued operations, No other interest expense related to corporate level debt was allocated 1o discontinued operations.

Duke Energy Ohio had a power purchase agreement with the Disposal Group for a portion of its standard service offer {SSO) supply requirement. The agreement and the SSO
expired in May 2015. Duke Energy received reimbursement for transition services provided to Dynegy through December 2015. The continuing cash flows were not considered
direct cash flows or material. Duke Energy or Duke Energy Chio did not significantly influence the operations of the Disposal Group during the transition service period.

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

3. BUSINESS SEGMENTS

Duke Energy evaluates segment performance based on segment income. Segmentincome is defined as income from continuing operations net of income attributable to
noncontrolling interests. $egment income, as discussed below, includes intercompany revenues and expenses {hat are eliminated in the Consglidated Financial Statements.
Certain governance costs are allocated to each segment. In addition, direct interest expense and income taxes are included in segment ingome,

Operating segments are determined based on information 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 folow exclude all
intercompany assets.

Duke Energy
Duke Energy has the following reportable operating segments: Regulated Utilities, International Energy and Commercial Portfolio.

Regulated Wtilities conducts electric and natural gas operations that are substantially all regulated and, accordingly, qualify for regulatory accounting treatment. These
operations are primarily conducted through the Subsidiary Registrants and are subject to the rules and regulations of the FERC, NRC, NCUC, PSCSC, FPSC, PUCC, IURC
and KPSC.

International Energy principally operates and manages power generation facilities and engages in sales and marketing of electric power, natural gas and natural gas liquids
outside the U.S. Its activities principally target power generation in Latin America. Additionally, International Energy owns a 25 percent interest in NMC, a large regional producer
of methyl tertiary butyl ether (MTBE} located in Saudi Arabia. The investment in NMC is accounted for under the equity method of accounting. On February 4, 2016, Duke
Energy announced it had initiated a process to divest its International Energy business segment, excluding the investment in NMC. See Note 2 for further information.

Commercial Portfolio builds, develops and operates wind and solar renewable generation and energy transmission projects throughout the U.S. The segment was renamed as a
result of the sale of the Disposal Growp, as discussed in Note 2. For periods subsequent to the sale, beginning in the second quarter of 2015, certain immaterial resufls of
operations and related agsets previously presented in the Commercial Portfolio segment are presented in Regulated Utiities and Other.
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The remainder of Duke Energy’s operations is presented as Other, which is primarily comprised of unallocated corporate interest expense, unallocated corporate costs,
contributions to the Duke Energy Foundation and the operations of Duke Energy’s wholly owned captive insurance subsidiary, Bison Insurance Company Limited {Bison).On
December 31, 2013, Duke Energy sold its interest in DukeMet Communications Holdings, LLC {DukeNet) to Time Warner Cable, Inc.

Year Ended December 31, 2015

Total
Regulated International Commercial Reportable
{in millions) Utilities Energy Portfolio Segments Other Eliminations Total
Unaffiiated Revenues $ 22024 % 1,088 $ 301 % 23,413 48 —  $ 23,459
Intersegment Revenues 38 — - 3s 77 {115) —
Total Revenues $ 22,062 § 1,088 § 301 § 23,451 123 (115 $ 23,459
Interest Expanse $ 1,097 $ 85 § 4 3 1,226 393 6) $ 1,613
Depreciation and amortization 2,814 92 104 3,010 134 — 3,944
Equity in earnings of unconsalidated
affiiates {4) 74 (3} 67 2 — 69
Income tax expense (benefit) 1,647 74 (92) 1,629 (303) —_ 1,326
Segment income (oss axeks 2,893 225 4 3122 (322) e 2,796
Add back noncontrolling interest
component 15
Income from discontinued
operations, net of tax® 20
Met income $ 2,831
Capital investments expenditures
and acquisitions $ 6974 $ 445 $ 1131 § 8,150 213 —  $ 8,363
Segment Assels 111,562 3,21 4,010 118,843 2125 188 121,156
{a) Regulated Utities includes an after-tax charge of $58 million related to the Edwardsport settlement. Rafer to Note 4 tor further information.
{b) Commercial Portfolio includes state tax expense of $41 million, resulting from changes to state apportionment factors due to the sale of the Disposal Group, that does
not qualify for discontinued operatiens. Refer to Note 2 for further information related to the sale,
{c) Other includes $60 milion of after-tax costs to achieve mergers.
(d) Qther includes an after-tax charge of $77 million related to cost savings initiatives. Refer to Note 19 for further infarmation related to the cost savings initiatives.,
{e) Includes after-tax impact of $53 million for the settiement agreement reached in a lawsuit related {0 the Disposal Group. Refer to Note 5 for further information related

to the lawsuit.
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Year Ended December 31, 2014

Total
Regulated International Commetrciat Reportable

{in millions) Utilities Energy Portfolio Segments Other Eliminations Total
Unaffitated Revenues § 22228 § 1417 § 255 % 23800 $ 25 8 — 3 23,925
Intersegment Revenues 43 — — 43 80 (123) —
Total Revenues $ 22277 % 1M7 8 255 $ 23943 % 05 % (123} % 23,925
Interest Expense 3 1,003 $§ 93 % 58 § 1244 % 400 § 22y $ 1,622
Depreciation and amortization 2,759 97 92 2,948 118 — 3,066
Equity in earnings of
unconsolidated affiiates (3} 120 10 127 3 — 130
Income tax expense (benefit)a 1,628 449 {171} 1,206 (237) — 1,669
Segment income (logsbXee) 2,795 55 (55) 2,785 (334) (10) 2451
Add back noncontrolling interest
component 14
Loss from discontinued
operations, net of tax (576)
Net income 3 1,889
Capital investments
expenditures and acquisitions  $ 4,744 § 67 $ 555 % 5366 & 162 % - % 5,528
Segment Assets 108,574 5,093 6,278 17,945 2,423 189 120,557
(a) International Energy includes a tax adjustment of $373 million related to deferred tax impact resulting from the decision {o repatriate all cumulative historical

undistributed foreign earnings. See Note 22 for additional information.
b Commercial Portfolio recorded a $94 million pretax impairment charge related to OVEC.,
{c) Other includes cosis to achieve mergers.
(d} Regulated Utilities includes an ingrease in the litigation reserve relfated to the criminal investigation of the Dan River coal ash spill. See Note 5 for additional information.

Year Ended December 31, 2013
Total
Regulated International Commerctal Repaortable

(in millions) Utilities Energy Partfolio Segments Other Eliminations Total
Unaffiliated Revenuesiaibie) $ 20871 % 1546 % 254 22671 § 8 § — § 22,788
Intersegment Revenues 39 —_ 6 45 90 (135) —_
Total Revenues . $ 20910 % 1546 § 260 % 227116 § 175§ (135) & 22,756
Interest Expense $ 985 % 86 3 61 $ 1,133 § 416 § 6 $ 1,543
Depreciation and amortization 2,323 100 110 2,533 135 —_ 2,668
Equtty in earnings of unconsclidated
affliates (1) 110 7 116 6 — 122
Income tax expense (benefit) 1,522 166 . (148} 1,540 (338) — 1,205
Segment income {loss) iaYekeXaXeKtis} 2,504 408 {88) 2,824 (238) {12) 2,574
Add back noncontroling interest
component 18
Incame from discontinued gperations,
net of tax 86
Net income $ 2678
Capital investments expenditures and
acquisitions 3 5049 § 67 § 2688 § 5384 § 223 % — 8§ 5,607
Segrment Assets 99,884 4,998 6,955 111,837 2,754 188 114,779
{a) In May 2013, the PUCQ approved a Duke Energy Ohio settlement agreement that provides for a net annual increase in electric distribution revenues beginning in May

2013. This rate increase impacts Regulated Utilities.
(b} n June 2013, NCUC approved a Duke Energy Progress seftiement agreement that included an increase in rates in the first year beginning in June 2013. This rate

increase impacts Regulated Utilities.
(c) In September 2013, Buke Energy Carolinas implemented revised customer rates approved by the NCUC and the PSCSC. These rate increases impact Regulated

Utlities,

~
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(d} Regulated Utilities recorded an impairment charge related to Duke Energy Florida's Crystal River Unit 3. See Note 4 for additional information.

(e} Regulated Utilities recorded an impairment charge related to the letter Duke Energy Progress filed with the NRC requesting the NRC to suspend #ts review activities
associated with the combined construction and operating license {COL) at the Harris site. Regulated Utiities also recorded an impairment charge related to the write-
off of the whalesale partion of the Levy investments at Duke Energy Florida in accordance with the 2013 Settlement. See Note 4 for additional information.

f Other includes costs to achieve mergers.

(9} Other includes gain from the sale of Duke Energy's ownership interest in DukeNet. See Note 12 for additional infarmation on the sale of DukeNet,

Geographical Information

{in millions) us. Latin Americal® Consolidated
2015

Consolidated revenues $ 223M § 1,088 § 23,459
Consolidated long-lived assets 87,552 2,012 89,564
2014

Censolidated revenues ' 3 22,508 % 1,417 § 23,925
Consolidated long-lived assets 80,709 2,458 83,167
2013

Consolidated revenues $ 21,241 § 1545 § 22,756
Consolidated long-lived assets 78,581 2,781 81,362
{a) bChlange in amounts of long-iived assets in Latin America includes foreign currency transtation adjustmenis on property, plant and equipment and other iong-ived asset

alances.

Products and Services

The following table summarizes revenues of the reportable segments by type.

Retall Wholesale Retail Wholesale Total
(in milllons) Electric Electric Natural Gas Natural Gas Other Revenues
2015
Regulated Utilities $ 18,695 § 2014 $ 546 § - % 807 $ 22,062
international Energy — 1,025 — 63 —_ 1,088
Commercial Portfolio — 260 — —_ M 301
Total Reportable Segments $ 18695 § 3209 § 546 § 63 $ 848 § 23,451
2014
Regulated Utilties $ 19007 § 1879 % 51§ —  $ &t4 % 22,271
International Energy — 1,326 — 91 — 1,417
Commercial Portiofio — 255 —_ — — 255
Total Reportable Segments $ 19,007 $ 3460 § 571 % 91 % 814 § 23,943
2013
Regulated Utilties $ 17837 % 1,720 § 506 $ — $ 847§ 20,910
Internationat Energy — 1,447 — 99 — 1,546
Commercial Portfolio — 260 - — — 260
Total Reportable Segments $ 17,837 § 3427 ¢ ' 506 % 88 $ 84y $ 22,716

Duke Energy Ghio

Duke Energy Ohio had two reportable operating segments, Regulated Utilties and Commergial Portfolio, prior to the sale of the nonregulated Midwest generation business. As a
result of the sale discussed in Note 2, Commercial Porifolio no longer qualifies as a Duke Energy Ohio reportable operating segment. Therefore, for periods subsequent to the
sale, beginning in the second quarter of 2015, all of the remaining assets and related resuits of operations previously presented in Commercial Portfolio are presented in
Regulated Utilities and Other.

Regulated Utilties transmits and distributes electricity in portions of ©hio and generates, distributes and sells electricity in portions of Kentucky. Regulated Utilties also

transports and sells natural gas in portions of Ohio and northern Kentucky. It conducts operations primarily through Duke Energy Qhio and its wholly owned subsidiary, Duke
Energy Kentucky.
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Other is primarily comprised of governance ¢osts allocated by its parent, Duke Energy, and revenues and expenses related to Duke Energy Ohio's contractual arrangement to
buy power from OVEC's power plants. For additional infermation on refated party fransactions refer to Note 9. Seg Note 13 for additional infermation. All of Duke Energy Ohio's
revenues are generated domestically and its fong-lived assets are all in the U.S,

Year Ended December 31, 2015

Total
Regulated Commercial Reportable
{in millions) Utilities Portfolio Segments Other Eliminations Total
IInaffiiated revenues $ 1872 § 14 $ 1,886 $ 13 % — % 1,805
ntersegment tevenues 1 — 1 — {1 —
Total revenues $ 1873 % 14 % 1,887 % 19 $ (1) % 1,905
Interest expense $ 78 % —  $ 78 % 1 $ —  $ 79
Depreciation and amortization 226 — 226 1 —_ 227
Income tax expense (benefit) 105 (5) 100 {19) —_ 81
Segment income (loss) 191 (8} 183 {33) (1} 149
Income from discontinued
operations, net of tax 23
Net income . $ 172
Capital expendiiures $ 399 $ —  § 399 §$ - $ - % 399
Segment assets 7,050 — 7,050 55 {8) 7,097
Year Ended December 31, 2014
Total
Regulated Commercial Reportable
(in millions) Utilities Portfolio Segments Other Eliminations Total
Unaffiiated revenues $ 1894 % 19 § 1913 $ — % — 3 1913
Intersegment revenues 1 — 1 — {1 —
Tota! revenues $ 1,895 § 19 % 1,914 % . — & M % 1,913
Intgrest expense $ 81 8 5 & 86 $ — 8 — 3 36
Depreciation and amortization 211 2 213 1 — 214
Income tax expense (benefit) 17 {67} 50 7N — 43
Segment income {loss ) 202 (121} 8t (13) — 68
Income from discontinued
operations, net of tax (563)
Net loss $ {495)
Capital expenditures $ 300 % 22§ 322 & —  § — 8 322
Segment assets 6,902 3,187 10,089 134 (230) 9,993
(a} Commercial Partfolic recorded a $94 milion pretax impairment charge related to OVEC.
Year Ended December 31, 2013
Total
Regulated Commercial Reportable
(in millions) Utilities Portfolio Segments Other Eliminations Total
Total revenues . $ 1,765 § 40 § 1,805 $ — & — % 1,805
Interest expense $ 74 3 — % 74§ - 8 — % 74
Depreciation and amortization 200 13 213 — — 213
Income tax expense (benafit) 91 (36) 55 (12) — 43
Segment income {loss) 191 {B5) 86 (19) — 67
Income from discontinued
operations, net of tax 35
Net income $ 102
Capital expenditures $ 375 % 58 $ 433 $ - 8 [ 433
Segment assets 6,649 4,170 10,819 99 {155} 10,763
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DUKE ENERGY CAROLINAS, PROGRESS ENERGY, DUKE ENERGY PROGRESS, DUKE ENERGY FLORIDA AND DUKE ENERGY INDIANA

The remaining Subsidiary Registrants each have one reportable operating segment, Regulated Utilities, which generates, transmits, distributes and sells electricity. The
remainder of each company’s operations Is classified as Cther. While not considered a reportable segment for any of these companies, Other consists of certain unallocated
corporate costs. Other for Progress Energy also includes interest expense on corporate debt instruments of $240 million, $241 milion and $300 million for the years ended
December 31, 2015, 2014 and 2013. The foliowing table summarizes the net loss for Other for each of these entities,

Years Ended Decomber 31,

{in millions) 2015 2014 2013
Duke Energy Carolinas $ (95 $ 7 $ (97}
Progress Energy (159) (190) (241)
Duke Energy Progress (32) 31 {46}
Duke Energy Florida (16) (19} (24)
Duke Energy indiana {10} {11} (16)

Duke Energy Progress earned approximately 10 percent of its consolidated operating revenues from Nerth Carolina Electric Membership Corparation (NCEMC) in 2015. These
revenues relate to wholesale contracts and transmission revenues. The assets Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Florida and
Duke Energy Indiana are substantially all included within the Regulated Utilties segment at December 31, 2015, 2014 and 2013.3

4. REGULATORY MATTERS
Regulatory Assets and Liabilities

The Duke Energy Registrants record regulatory assets and liabilties that resulf from the ratemaking process. See Note 1 for further infarmation.
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December 31, 2015

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Regulatory Assets
Asset retirement obligations — coal ash $ 2,655 % 1120 § 1394 § 1,386 & 8 4 37
Asset retirement obligations «~ nuclear and other 838 104 ABT 195 292 — —
Accrued pension and OPEB 2,151 479 807 366 441 139 220
Retired generation facilities 509 49 409 179 230 — 51
Debt fair value adjustment 1,191 —_ —_ — — _— —_
Net regulatory asset related to income {axes 1,075 564 318 106 212 55 126
Muclear asset securitizable balance, net 1,237 — 1,237 — 1,237 — —
Hedge costs and other deferrals 571 127 410 171 239 7 27
Dermand side management {DSM)/Enargy efficiency
(EE) 340 80 250 237 13 10 —
Grid Modernization 68 -—_ —_ —_ — 68 —
Vacation accrual 192 79 38 38 —_ 5 10
Deferred fuel and purchased power 151 21 129 93 36 1 —_
Nuclear deferral 245 107 138 62 76 -_ _
Post-in-service carrying costs and deferred
operating expenses 383 97 38 38 — 21 227
Gasification services agreement buyout 32 —_ —_ — —_ — 32
Transmission expansion obligation 72 — —_ —_ — 72 —
Manufactured gas plant (MGP) 104 —_ -—_ —_ — 104 —_
NCEMPA deferrals 21 — 21 21 _— — —
Easi Bend deferrals 16 — — — — 16 —_—
Ottter 499 244 121 82 39 3 94
Total regulatory assets 12,250 3,071 5,797 2,974 2,823 533 818
Less: current portion 877 305 362 264 98 36 102
Total noncurrent regulatary assets $ 11,373 § 2766 § 5435 % 2710 2,725 497 716
December 31, 2015
BDuke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Flerida Ohio Indiana
Regulatory Liabilities
Costs of removal $ 5329 $ 2413 % 2,078 §% 1,725 § 353 222 616
Amounts to be refunded to customers 7 — — —_ —_ — bl
Storm reserve 150 24 125 — 125 1 _
Accrued pension and OPEB 288 68 51 25 26 21 83
Deferred fuel and purchased power 311 55 255 58 197 1 -—_
Other 506 281 164 155 8 12 46
Total regulaiory liabiities 6,655 2,841 2,673 1,963 709 257 8186
Less: current portion 400 39 286 85 200 12 62
Total noncurrent regulatory liabiities $ 6,255 § 2802 $ 2387 % 1,878 $ 509 245 754
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December 31, 2014

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Regulatory Assets
Asset retirement obligations — coal ash $ 1,002 § 840 § 1,152 § 1,152 § — % —  § —
Asset retirement obligations - nuclear and other 1,025 87 730 432 298 —_ —
Accrued pension and QPEB 2,015 412 812 354 458 132 217
Retired generation faciities 1,659 58 1545 152 1,393 — 56
Debt fair value adjustment 1,305 — — - — — —
Net regulatory assel related to income taxes 1,144 614 354 141 213 64 mn
Hedge costs and other deferrals 628 103 490 217 273 7 28
DSM/EE 330 106 203 193 10 21 —
Grid Modernization 76 - — — — 76 —
Vacation accrual 213 86 45 46 — ] 12
Deferred fuel and purchased power 246 50 182 138 44 9 5
Nuclear deferral 206 141 165 43 112 — —
Post-in-service carrying costs and deferred
operating expenses 494 124 121 28 93 21 228
Gasification services agreement buyout 55 — —_ — — —_ 55
Transmission expansion obligation 70 — — — — 74 —
MGP 115 — — — -— 115 —
Other 494 263 109 66 42 36 66
Total regutatory assets 12,167 2,864 5,899 2,962 2,936 561 778
Less: current portion 1,115 399 491 287 203 49 93
Total noncurrent regulatory assets $ 11042 § 2465 § 5408 § 2675 § 2733 % 52 % 685

December 31, 2014
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Chio Indiana
Regutatory Liabllities
Costs of removal % 5221 $ 2420 % 1975 § 1692 § 283 § 222 % 613
Amounts to be refunded to customers 166 — 70 — 70 — 96
Storm reserve 150 25 125 — 125 —_ —
Accrued pension and OPEB 379 76 124 61 60 19 9
Deferred fuel and purchased power 37 6 23 23 —_ — 8
Other 444 217 171 127 44 10 42
Total regulatory liabilties 6,397 2,744 2,485 1,903 582 251 850
Less: current portion 204 34 106 71 35 10 54
Total noncurrent regulatory liabilities $ 6193 § 2710 % 2379 % 1832 % 547 % 241§ 796

Descriptions of regutatory assets and liabilities, summarized in the tables above, as well as their recovery and amoriization periods follow. ltems are excluded from rate base

unless otherwise noted.

Assel retirement obligations — coal ash. Represents regu]atory assels including deferred depreciation and accretion refated 10 the legal obligation to close ash basins. The
costs are deferred until recovery treatment has been determined. The recovery peried for these costs has yet to be established. Duke Energy Carolinas, Duke Energy
Progress and Duke Energy Ohio earn a debt return on thelr expenditures. See Notes 1 and 9 for additional information.

Asset retirement obligations — nuclear and other. Represents regulatory assets, including deferred depreciation and accretion, related to legal obligations assaciated with
the future retirement of property, plant and equipment, excluding amounts related to coal ash. The Asset retirement obligations refate primarily to decommissioning nuclear

power facilifies. The amounts also include certain deferred gains on NDTF investments. The recovery period for casts refated to nuclear faciliies runs through the

decommissioning period of each nuclear unit, the latest of which is currently estimated to be 2086. See Notes 1 and 9 for additional information.
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Accrued pension and OFEB. Accrued pension and OPEB represent regulatory assets and liabilities related to each of the Duke Energy Registrants™ respective Shares of
unrecognized actuarial gains and losses and unrecognized prior service cost and credit attributable to Buke Energy's pension plans and OPEB plans. The regulatory asset or
liability is amortized with the recogaition of actuarial gains and losses and prior service cost and credit 1o net periodic benefit costs for pension and OPEB plans. See Note 21 for
additiona! detail.

Retired generation facilities. Duke Energy Flarida earns a full return on a portian of the regulatory asset related to the retired nuclear plant currently recovered in the nuclear
cost recovery clause (NCRG), with the rémaining portion earning a reduced return. Duke Energy Carclinas earns a return on the outstanding retail balance with recovery
periods ranging from five to 10 years. Duke Energy Progress earns a return on the ouistanding balance with recovery over a period of 10 years for retail purposes and over the
longer of 10 years or the previously estimated planned retirement date for wholesale purposes. Duke Energy Indiana earns a return on the outstanding balances and the costs
are included In rate base.

Debt fair value adjustment. Purchase accounting adjusiment recorded to state the carrying value of Pregress Energy at fair vaiue in connection with the 2012 merger.
Amount is amortized over the life of the related debt.

Net regulatory assef refated to income taxes. Regulatory assets principally associated with the depreciation and recovery of AFUDC equity. Amounts have na impact on
rate base as regulatory assets are offset by deferred tax liabilittes. The recovery period is over the life of the assoclated assets. Amounts for Duke Energy, Duke Energy
Carolinas, Progress Energy and Duke Energy Progress include regulatory liabilities related to the change in the North Carclina corporate tax rate discussed in Note 22,

Nuclear asset securitizable balance, net. Represents the balance associated with Crystal River Unit 3 retirement approved for recovery by the FPSC on September 15,
2015, and the deferred operating expenses expected to be securitized in 2016 upon issuance of the associated bonds. The regulatory asset balance is net of the AFUDC
equity portion of the $1.283 bilion amount approved by the FPSC. The regulatory asset balance approved for recavery by the FPSC wil earn a reduced return until the
expected bond issuance, after which it will earn a return in rates fo recover the interest costs of the associated debt. Once bands are issued, the balance will be recovered over
approximately 20 ysars. This regulatary asset is not included in rate base.

Hedge costs and other deferrals. Amounts relate to unrealized gains and losses on derivatives recorded as a regulatory asset or liabiity, respectively, until the cantracts are
settled. The recovery period varies for these costs and currently extends to 2048,

DSM/EE. The recovery period varies for these costs, with some curcently unknown. Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida are required to
pay Iinterest on the outstanding liabilty balance. Duke Energy Carclinas, Buke Energy Progress and Duke Energy Florida collect a return on DSM/EE investments.

Grid Modernization. Represents deferred depreciation and operating expenses as well as carrying costs on the portion of capital expenditures placed in service but not yet
reflected in retail rates as plant in service. Recovery period is generally one year for depreciation and operating expenses. Recovery for post-in-service carrying costs is over
the Iife of the assets. Duke Energy Ohio is earning a return on these costs,

Vagation accrual. Generally recovered within one year.

Deferred fuel and purchased power, Represents certain energy related costs that are recoverable or refundable as approved by the applicable reguiatory body. Duke
Energy Florida amount includes capacity costs. Duke Energy Florida earns a return on the retail portion of under-recovered cosis. Duke Energy Ohio earns a return on under-
racovered costs. Duke Energy Florida and Duke Energy Ohio pay interest on over-recovered costs. Duke Energy Carolinas and Duke Energy Progress amaunts include
certain purchased power costs In both North Carolina and South Carolina and costs of distributed energy resource programs In South Carolina. Duke Energy Carolinas and
Duke Energy Progress pay interest on over-recovered costs in North Carelina. Recovery period is generally over one year. Duke Energy Indiana recovery perled is quarterly.

Nuclear deferral. Includes (i) amounts related to levelizing nuclear plant outage costs at Duke Energy Carolinas in North Carofina and South Carolina, and Duke Energy
Progress in North Carolina, which allows for the recognition of nuclear outage expenses over the refueling cycle rather than when the outage occurs, resulting in the deferral of
operations and maintenance costs associated with refueling and (i) certain deferred preconstruction and carrying costs at Duke Energy Florida as approved by the FPSC
primarily associated with Levy, with a final true-up to be filed by May 2017.

Post-in-senvice carrying costs and deferred operating expenses, Represents deferred depreciation and operating expenses as well as carrying costs on the porticn of
capital expenditures placed in service but not yet reflected in retail rates as plant in service. Duke Energy Carolinas, Duke Energy Progress, Duke Energy Ohio and Duke
Energy indiana earn a return on the outstanding balance. Duke Energy Florida earns a return at a reduced rate. For Duke Energy Ohio and Duke Energy Indiana, some
amounts are included in rate base. Recovery is over various lives, and the latest recovery period is 2082.

Gasification services agresment buyout. The IURG authorized Duke Energy Indiana to recover costs incurred to buyout a gasification services agreement, including
carrying costs through 2018.

Transmission expansion obligation. Represents transmission expansion obligations related io Duke Energy Ohio’s withdrawal from Midcontinent Independent System
Operator, Inc. {MISO}.

MGP. Represents remediation costs for former MGP sites, In November 2013, the PUCO approved recovery of ¢osts incurred through 2019. Duke Energy Ohio does not earn
a return on these costs,

NCEMPA deferrals. Represents retail allocated cost deferrals and returns associated with the additional cwnership interest in assets acquired from NCEMPA discussed in
Note 2. The North Carolina retail allocated costs are generally being recovered, over a period of time between three years and the remaining life of the assets purchased,
through a rider that became effective on December 1, 2015. The South Carolina retail allocated costs are being deferred until Duke Energy Progress' next general rate case,
earning a return pursuant to an order received from the PSCSC.
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East Bend deferrals. Represents both deferred operating expenses and deferred depreciation as well as carrying costs on the portion of East Bend that was acquired from
Dayton Power and Light and that had been previously operated as a jointly owned facilty. Recovery will not commence until the settlement of the next rate case in Kentucky.
Duke Energy Chia Is garning & return an thesa deferred costs.

Costs of removal. Represents funds received from customers to cover the future removal of property, plant and equipment from retired or abandoned sites as property is
refired. Also includes certain deferred gains on NDTF investments.

Amounts to be refunded to customers. Represents required rate reductions to retail customers by the applicable regulatary body. The peried of refund for Duke Energy
Indiana is threugh 2017,

Storm reserve. Duke Energy Carolinas and Duke Energy Florida are aliowed to petition the PSCSC and FPSC, respectively, to seek recovery of named storms. Funds are
used to ofiset future incurred costs.

Restrictions on the Ability of Certain Subsidiaries to Make Dividends, Advances and Loans to Duke Energy

As a condition to the approval of merger transactions, the NCUC, PSCSC, PUCO, KPSC and IURC imposed conditions on the ability of Duke Energy Carolinas, Duke Energy
Progress, Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana to transfer funds to Duke Energy through loans or advances, as well as restricted amounts
available to pay dividends to Duke Energy. Certain subsidiaries may transfer funds to Duke Energy Corporation Holding Company {the parent) by obiaining approval of the
respective state regulatory commissions. These conditiens imposed restrictions on the ability of the public utility subsidiaries o pay ¢ash dividends as discussed below.

Duke Energy Progress and Duke Energy Florida also have restrictions imposed by their first mortgage bond indentures and Articles of Incorporation which, in certain
circumstances, limit their ability to make cash dividends or distributions on common stock, Amounts restricted as a result of these provisions were not material at December 31,
215,

Additionally, certain ather subsidiacies of Duke Energy have restrictions on their abiity to dividend, loan or advance funds to Duke Energy due to specific legal or regulatory
restrictions, including, but not fimited to, minimum warking capital and tangible net worth requirements.

Duke Energy Carolinas

Duke Energy Carclinas must fimit cumulative distributions subsequent to mergers fo (i) the amount of retained earnings on the day prior to the closing of the mergers, plus {ii}
any future eamings recorded.

Duke Energy Progress

Duke Energy Progress must limit cumulative distributions subsequent to the merger between Duke Energy and Progress Energy 1o (i) the amount of retained earnings on the
day priar to the closing of the merger, plus (i} any future earnings recorded.

Duke Energy Qhia

Duke Energy Chio wil not declare and pay dividends out of capital or unearned surplus without the prior authorization of the PUCQ, Duke Energy Ohio received FERC and
PUCO approval to pay dividends from its equity accounts that are reflective of the amount that it would have in its retained earnings account had push-down accounting for the
Cinergy Corp. (Cinergy) merger not been applied to Duke Energy Chio’s balanse sheet. The conditions inciude a commitment from Duke Energy Chio that equity, adjusied to
remove the impacts of push-down accounting, will not fall below 30 percent of total capital.

Duke Energy Kentucky is required to pay dividends solely out of retained earnings and to maintain a minimum of 35 percent equity in its capital structure.
Duke Energy Indiana

Duke Energy Indiana must limit cumulative distributions subsequent to the merger between Duke Energy and Cinergy to (i} the amount of retained earnings on the day prior to
the closing of the merger, plus (ii) any future earnings recorded. In addition, Duke Energy Indiana will not declare and pay dividends out of capital or unearned surplus without
prior authorization of the IURC.

The resirictions discussed above were less than 25 percent of Duke Energy’s net assets at Degember 21, 2015.
Rate Related Information

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

Duke Energy Carolinas
FERC Transmission Retum on Equity Complaint

On January 7, 2016, a customer group filed a complaint with the FERC that the rate of return on equity of 10.2 percent in Duke Energy Carolinas’ transmission formula rates is
excessive and shauld be reduced to no higher than 8.49 percent, effective upon the complaint date. The customer group requests consolidation with a similar complaint filed
against Duke Energy Progress on the same day. Duke Energy Carolinas cannot predict the outcome of this matter.
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Wiltiam States Lee Combined Cycte Facility

On April 9, 2014, the PSCSC granted Duke Energy Carolinas and NCEMC a Certificate of Environmental Compatibility and Public Convenience and Necessity (CECPCN) for
the construction and operation of a 750 MW combined-cycle natural gas-fired generating plant at Duke Energy Carofinas' existing Wiliam States Lee Generating Station in
Anderson, South Carolina. Duke Energy Carolinas began construction in July 2015 and estimates a cost to build of $600 million for its share of the facilty, including AFUDC. The
project is expected to be cammercially available in late 2017, NCEMC will own approximately 13 percent of the project. On July 3, 2014, the South Carolina Coastal
Conservation League and Southern Aliance for Clean Energy jointly filed a Notice of Appeal with the Court of Appeals of South Carolina seeking the court's review of the
PSCSC’s decision, claiming the PSCSC did not properly consider a request related to a proposed solar facllity prior to granting approval of the CECPCN. The Court of Appeals
affirmed the PSCSC's decision on February 10, 2016. On February 23, 2016, the South Carolina Coastal Conservation League and Southern Alliance for Clean Energy filed a
petition for rehearing with the Court of Appeals.

William Stafes Lee ilf Nuclear Station

In December 2007, Duke Energy Carolinas applied to the NRC for a COL for two Westinghouse AP1000 (advanced passive) reactors for the propesed Wiliam States Lee 1lI
Nuclear Station (Lee Nuclear Station) at a site in Cherokee County, South Caralina. Submitting the COL application did not commit Duke Energy Carclinas to build nuclear units.
Through several separate orders, the NCUC and PSCSC concurred with the prudency of Duke Energy Carolinas incurring certain project development and pre-construction
costs, although recovery of costs is not guaranteed. Duke Energy Carolinas has incurred approximately $471 milion, including AFUDC through December 31, 2015. This
amount is included in Net praperty, plant and equipment on Duke Energy Carclinas’ Consolidated Balance Sheets.

Design changes have been identified in the Westinghouse AP1000 ceriified design that must be addressed before NRC can complete s review of the Lee Nuclear Station COL
application. These design changes set the schedule for completion of the NRC COL application review and issuance of the Lee COL. Receipt of the Lee Nuclear Station COL is
currently expected by late 2016.

Duke Energy Progress
FERC Transmission Return on Equity Complaint

On January 7, 2016, a customer group filed a complaint with the FERC that the rate of return on equity of 10.8 percent in Duke Energy Progress' fransmission formula rates is
excessive and should be reduced to no higher than 8.49 percent, effective upon the complaint date. The customer group requests consolidation with a similar complaint filed
against Duke Energy Carolinas on the same day. Duke Energy Progress cannot predict the outcome of this matter.

Sutton Black Start Gombustion Turbine CPCN

On April 15, 2015, Duke Energy Progress filed a Certificate of Public Convenience and Necessity (CPCN) application with the NCUC for approval to construct an 84 MW black
start combustion turbine {CT} praject at the existing Suttan Plant (Sutton Black Start CT Project). The Sutton Black Start CT Project would replace three existing CTs with total
capacity of &1 MW with two new 42 MW CT units with black start and fast start capability. in addition to peaking system capacity, the Sutton Black Start CT Project will provide
regional black start capability and tertiary backup power services for the Brunswick Nuctear Plant. In June 2015, the Public Staff of the NCUC recommended the NCUC
approve Duke Energy Progress” application. On August 3, 2015, the NCUC issued an order granting the appiication and requiring annual construction and cost progress
reports. The new units are expected ta be commercially available in the summer of 2017,

Western Carolinas Modernization Plan

In May 2015, Duke Energy Progress announced a $1.1 bilion pfan to modernize the Western Carolinas energy system. The plan included retirement of the Asheville coal-fired
plant, building a 650 MW combined-cycle natural gas power plani, installing solar generation at the site, building new transmission fines, a new substation and upgrades to area
substations. On June 24, 2015, the North Carolina governor signed info law the Norih Carolina Mountain Energy Act of 2015 (Mountain Energy Act} which provides for an
expedited CPCN process for the propased Ashevile combined-cycle project and extends certain North Carolina Coal Ash Management Act of 2014 {Coal Ash Act) deadiines
for the coal ash basin at the Ashavile Plant site.

On November 4, 2015, in response to community feedback, Duke Energy Progress announced a revised plan. The revised plan replaces the planned 650 MW plant with two
280 MW combined-cycle natural gas plants having dual fuel capability, with the option to build a third natural gas simple cycle unit in 2023 based upon the outcome of initiatives
to raduce the region's powar demand. The revised plan includes upgrades to existing transmission fines and substations, but eliminates ihe need for a new transmigsion line
and a new substation associated with the project in South Carolina, The revised plan has the same overall project cost as the original plan, and the plans to install solar
generation remain uncghanged. Duke Energy Progress has also proposed to add a pilot battery storage project. These investments will be made within the next seven years.
Duke Energy Progress is also woerking with the local natural gas distribution company to upgrade an existing natural gas pipeline to serve the natural gas plant. The plan
requires varipus approvals including regulatory appravals in North Carclina, Duke Energy Progress filed for a CPCN with the NCUC for the new gas units on January 15, 2016.
Atthe NCUC's staff conference on February 22, 2016, the Public Staff recommended approval of the CPCN for the two combined cycle natural gas plants and recommended
that the NCUC not issue a CPCN far the simple ¢ycle unit at this time, The NCUC also heard argurments from intervenors and Duke Energy Progress. Pursuant to the Mountain
Energy Act, the NCUC's deadline to issue a decision on the CPCN is February 29, 2018,

The carrying value of the 376 MW Asheville coal-fired plant, including associated ash basin closure costs, of $548 milion is included in Generation facilities to be retired, net on
Duke Energy Progress' Consolidated Balance Sheet as of Degember 31, 2015.
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Shearon Harris Nuclear Plant Expansion

In 2006, Duke Energy Progress selected a site at Harris to evaluate for possible future nuciear expansion. On February 19, 2008, Duke Energy Progress filed ks COL
application with the NRC for two Westinghouse AP1000 reactors at Harris, which the NRC docketed for review. Cn May 2, 2013, Duke Energy Progress filed a letter with the
NRG requesting the NRC to suspend its review activities associated with the COL at the Harris site. As a result of the decision to suspend the COL applications, during the
second quarter of 2013, Duke Energy Frogress recorded a pretax impairment charge of $22 million which represented costs associated with the COL, which were not probable
of recovery. The NCUC and PSCSC have approved deferral for $48 million of retail costs recorded in Regulatory assets on Duke Energy Progress’ Consalidated Balance
Sheets.

Duke Energy Florida
FERC Transmission Retum on Equity Complaint

Seminole Electric Cooperative, Inc. and Florida Municipat Power Agency filed multiple complaints with the FERC alleging Duke Energy Florida's current rate of return on equity in
transmission formula rates of 10.8 percent is unjust and unreasanable. The latest complaint, filed on August 12, 2014, claims the rate of return on equity should be reduced to
8.69 percent. The FERC consolidated all complaints for the purposes of setflement, hearing and decision. On July 21, 2015, the parties filed with the FERC for approval of a
settlement agreement under which (i} Duke Energy Florida will pay a total of $14.1 million as refunds for all periods through December 31, 2014, (i) the rate of return on equity
will be 10 percent effective January 1, 2015, and (i} none of the parfies will seek a change in the rate of return on equity prior to January 1, 2018. On November 18, 215, the
FERC approved the settlement agreement resolving all complaints, Duke Energy Florida paid $14.1 milion In refunds during December 2015,

Citrus County Combined Cycle Facility

On Oclober 2, 2014, the FPSC granied Duke Energy Florida a Determination of Need for the construction of a 1,640 MW comibined-cycle natural gas plant in Citrus County,
Florida, On May 5, 2015, the Florida Depariment of Environmental Protection approved Duke Energy Florida'’s Site Certification Application. The facility is expected to be
commercially available in 2018 at an estimated cost of $1.5 billion, including AFUDC, The project has received all required permits and approvals and construction began in
October 20115,

Purchase of Osprey Energy Center

In December 2014, Duke Energy Florida and Osprey Energy Center, LLC, a wholly awned subsidiary of Calpine Corporation {Calpine), entered into an Asset Purchase and
Sale Agreement for the purchase of a 599 MW combined-cycle natural gas plant in Auburndale, Florida (Osprey Plant acquisition} for approximately $166 million. On January
30, 2015, Duke Energy Florida petitioned the FPSC requesting a deterrnination that the Osprey Plant acquisition or, alternatively, the construction of a 320 MW combustion
turbine at s existing Sunannee generating faclity (Suwannee project) with an estimated cost of $A87 milion, s e most costrefiective goneralion altemative o meet Duke
Energy Florida’s remaining generation need prior 1o 2018. On July 21, 2015, the FPSC approved the Osprey Plant acquisition as the most cost-effective alternative and issued
an order of approval on July 31, 2015, On July 24, 2015, the FERC issued an order approving the Osprey Plant acquisition. Closing of the acquisition is contingent upon the
expiration of the Hart-Scott-Rodino waiting period and Is expected to ocour by the first quarter of 2017, upon the expiration of an existing Power Purchase Agreement between
Calpine and Duke Energy Florida.

FPSC Settlement Agreements

On February 22, 2012, the FPSC appreved a setilernent agreement (the 2012 Setilement) among Duke Energy Florida, the Flerida Office of Public Counsel (OPC) and other
cusiomer advccates. The 2012 Settlement was to continue through the last billing cycle of December 2016. On Qctober 17, 2013, the FPSC approved a settiement agresment
{the 2013 Setllement) between Duke Energy Florida, OPC, and other customer advacates, The 2013 Settlement replaces and supplants the 2012 Settiement and substantially
resolves issues related to {i) Crystal River Unit 3, (i) Levy, (ii) Crystal River 1 and 2 coal units, and {iv) future generation needs in Florida. Refer to the remaining sections
below for further discussion of these setilement agreements.

Crystal River Unit 3

On February 5, 2013, Duke Energy Florida announced the retirement of Crystal River Unit 3, On February 20, 2013, Duke Energy Florida filed with the NRC a certification of
permanent cessation of power operations and permanent removal of fuel fram the reactor vessel. In December 2013, and March 2014, Duke Energy Florida filed an updated
site-specific decommissioning plan with the NRC and FPSC, respectively. The plan, which was approved by the FPSC in November 2014, included a decommissioning cost
estimate of $1,180 million, including amounts applicable to joint owners at that time, under the SAFSTOR option, Duke Energy Florida's decommissioning study assumes Crystal
River Unit 3 wil be in SAFSTOR canfiguration, requiring limited staffing to monitor plant conditions, unti the eventual dismantling and decontamination activities o be completed
by 2074. This decommissioning approach is currently utilized at a number of retired domestic nuclear power planis and is one of three accepted approaches to
decommissioning approved by the NRC.

Pursuant to the 2013 Settlsment, Duke Energy Florida reclassified all Crystal River Unit 3 investments, including property, plant and equipment, nuclear fuel, inventory, and
other assets, to regulatory assets. Partions of the nuclear fuel balances that are under contract for sale were subsequently moved to Other within Current Assets and Other
within Investments and Other Assets on the Consolidated Balance Sheets. Duke Energy Florida agreed ‘o forgo recovery of $295 milion of regulatory assets and an impairment
charge was recorded in the second quarter of 2013 for this matter. Duke Energy Florida also accelerated cash recovery of approximately $47 million, net of tax, of the Crystal
River Unit 3 regulatory asset from retall customers during 2014 and 2015, through its fuel clause.
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On May 22, 2015, Duke Energy Florida petitioned the FPSC for appraval to include in base rates the revenue requirement for the projected $1.298 billion Crystal River Unit 3
regulatory asset as authorized by the 2013 Revised and Restated Stipulation and Settlement Agreement (2013 Agreement). On September 15, 2015, the FPSC approved Duke
Energy Florida's motion for approval of a settlement agreement with intervenors to reduce the value of the projected Crystal River Unit 3 regulatory asset to be recovered to
$1.283 bition as of December 31, 2015. An impairment charge of $15 milion was recognized in the third quarter of 2015 to adjust the regulatory assel balance.

In June 2015, the governor of Florida signed legislation to allow utilities to securitize certain retired nuclear generation assets, with approval of the FPSC. On November 19,
2015, the FPSC issued a financing order approving Duke Energy Florida's request to securitize its unrecovered regulatory asset refated to Crystal River Unit 3 through a debt
issuance at a wholly owned special purpose entity, Securitization would replace the base rate recovery methadology authorized by the 2013 Agreement and result in a lower
rate impact to customers with an approximately 20 year recovery peviod, On February 9, 2018, Duke Energy Florida filed a registration statement for the proposed inilial public
offering of the bonds. Use of the registration statement for purposes of the offering is subject to review and declaration of its effectiveness by the SEG. Duke Energy Florida
expects to issue securitization bonds in the first half of 2016,

In December 2014, the FPSC approved Duke Energy Florida's decision to constrect an independent spent fuel storage installation (ISFSI) and approved Duke Energy Florida's
request to defer amortization of the ISFSE pending resolution of its litigation against the federal government as a result of the Department of Energy's breach of its obligation to
acecept spent nuclear fuel. The return rate will be based on the currently approved AFUDC rate with a return on equity of 7.35 percent, or 70 percent of the currently approved
10.5 percent, The raturn rate is subject 10 thange if the relum on equity changes in the future. Through December 31, 2015 Duke Energy Fiorida has deferred approximately
$60 million for recovery associated with building the [SFSI.

The regulatory asset asseciated with the original Crystal River Unit 3 power uprate project will continue to be recovered through the NCRC over an estimated seven-year
period that began in 2013 with a remaining uncollected balance at December 31, 2015 of $169 million.

Customer Rate Matters

Pursuant to the 2013 Settliement, Duke Energy Florida will maintain base rates at the current level through the last billing period of 2018, subject to the return on equity range of
9.5 percent to 11,5 percent, with exceptions for base rate ingreases for the recovery of the Crystal River Unit 3 regulatory asset beginning no later than 2017, unless the
regulatory asset is securitized as discussed above, and base rate increases for new generation through 2018, per the provisions of the 2013 Settlement. Duke Energy Florida
Is not required to file a depreciation study, fossi dismantlement study or nuclear decommissioning study until the earlier of the next rate case filing or March 31, 2019. The 2012
Settlement also provided for a $150 million increase in base revenue efiective with the first biiing cycle of January 2013. if Duke Energy Fiorida's retail base rate earnings fall
below the return on equity range, as reporied on a FPSC-adjusted or pro forma basis on a monthly earnings surveilance report, it may petition the FPSC to amend its base
rates during the term of the 2013 Setiement.

Duke Energy Florida agreed 1o refund $388 milion 1o retall cuslomers through its fuel clause, as required by the 2012 Settiement. At December 31, 2015, $70 million remains to
be refunded and is included in Regulatory liabilities within Current Liabilties on the Consolidated Balance Sheets.,

Levy Nuclear Profect

On July 28, 2008, Duke Energy Florida applied to the NRC for a COL for two Westinghouse AP1000 reactors at Levy. In 2008, the FPSC granted Duke Energy Florida’s petition
for an affirmative Determination of Need and related orders requesting cost recovery under Florida's nuclear cost-recovery rule, together with the associated facilities, including
transmission lines and substation facilitles. Design changes have been identified in the Westinghouse AP1000 certified design that must be addressed before the NRC can
complete s review of the Levy COL application, These design changes sel the sehedule for completion of the NRC COL application review and issuance of the Levy COL.
Based on the current review schedule, the Levy COL is currently expected by late 2016,

On January 28, 2014, Duke Energy Florida terminated the Levy engineering, procurement and censtruction agreement (EPC). Duke Energy Florida may be required to pay for
work performed under the EPC and to bring existing work to an orderly conclusion, including but not limited to costs to demobilize and cancel certain equipment and material
orders placed, Duke Energy Florida recorded an exit obligation of $25 million in first quarter 2014 for the termination of the EPC. This liability was recorded within Other in
Deferred Credits and QOther Liabilities with an offset primarily to Regulatory assets on the Consolidated Balance Sheets. Duke Energy Florida Is allowed to recover reasonable
and prudent EPC cancellation costs from its retail customers.

The 2012 Settlement provided that Duke Energy Flerida include the aliocated wholesale cost of Levy as a retail regulatory asset and include this asset as a component of rate
base and amortization expense for regulatory reporting. In accordance with the 2013 Settlement, Duke Energy Florida ceased amortization of the wholesale allocation of Levy
investments against retail rates. In the second quarter of 2013, Duke Energy Florida recorded a pretax charge of $65 million to write off the wholesale portion of Levy
investments. This amount is included in Impairment charges on Duke Energy Florida’s Statemenis of Operations and Comprehensive Income.

On October 27, 2014, the FPSC approved Duke Energy Florida rates for 2015 for Levy as filed and consistent with those established in the 2013 Revised and Restated
Settlement Agreement. Recovery of the remaining retail portion of the project costs may occur over five years from 2013 through 2017. Buke Energy Florida has an ongoing
responsibility to demanstrate prudency related to the wind down of the Levy investment and the potential for salvage of Levy assets. As of December 31, 2015, Duke Energy
Florida has a net ungollected invesiment in Levy of approximately $183 milion, including AFUDC. Of this amount, $105 million related to land and the COL is included in Net,
praperty, plant and equipment and will be recovered through base rates and $78 milion is included in Regulatory assets within Regulatory Assets and Deferred Debits on the
Consofdated Balance Sheets and will be recovered through the NCRC.

140




PART il
DUKE ENERGY CORPORATION - DUKE ENERGY CAROLINAS, LLC - PROGRESS ENERGY, INC. —
DUKE EMERGY PROGRESS, LLC - DUKE ENERGY FLORIDA, LLC - DUKE ENERGY OHIO, INC. - DUKE ENERGY INDIANA, INC.
Combined Notes To Consolidated Financial Statements — (Continued)

On April 16, 2015, the FPSC approved Duke Energy Florida’s petition to cease collection of the Levy Nuclear Project fixed charge beginning with the first biling cycle in May
2015. On August 18, 2015, the FPSC approved leaving the Levy Nuclear Project portion of the Nuclear Cost Recovery Clause charge at zero dollars for 2016 and 2017,
consistent with the 2013 Settlement. Duke Energy Florida will submit by May 2017 a true-up of Levy Nuclear Praject costs or credits to be recovered no earlier than January
2018. To the extent costs become known after May 2017, Duke Energy Florida will petition for recovery at that time.

Crystal River 1 and 2 Coal Units

Duke Energy Florida has evaluated Crystal River 1 and 2 coal units for retirement in order to comply with certain environmental regulations. Based on this evaluation, those
units will lixely be retired by 2018. Once those units are retired Duke Energy Florida will continue recovery of existing annual depreciation expense through the end of 2020.
Beginning in 2021, Duke Energy Florida will be aliowed to recover any remaining net book value of the assets from retail customers through the Capacity Cost Recovery
Clause. In April 2014, the FPSC approved Duke Energy Florida's petition to allow for the recovery of prudently incurred costs to comply with the Mercury and Air Toxics
Standard {hrough the Environmental Cost Recavery Clause.

Cost of Removal Reserve

The 2012 Settlement and the 2013 Settiement providle Duke Energy Florida the discretion to reduce cost of removal amortization expense for a certain portion of the cost of
removal reserve until the earlier of its applicable cost of removal reserve reaches zero or the expiration of the 2013 Settlement. Duke Energy Florida could not reduce
amortization expense if the reduction would cause it to exceed the appropriate high point of the return on equity range. Duke Energy Florida recognized a reduction in
amortization expense of $114 million for the year ended December 31, 2013. Duke Energy Florida had no cest of removal reserves efigible for amortization to incame remaining
after December 31, 2013.

Duke Enerday Qhio
Accelerated Natural Gas Service Line Replacement Rider

On January 20, 2015, Duke Energy Ohio filed an application for approval of an accelerated natural gas service line replacement program {ASRP). The ASRP is modeled after
the accelerated main replacement program (AMRP), which concluded on December 31, 2015. Under the ASRP, Duke Energy Ohio proposes to replace certain natural gas
service lines on an accelerated basis. The program is proposed to last 10 years. Through the ASRP, Duke Energy Ohio also proposes to complete preliminary survey and
investigation work related to natural gas service lines that are cuslomer-owned and for which it does not have valid records and, further, to relocate interior natural gas meters
{o suitable exterior locations where such relocation ¢an be accomplished. Duke Energy Ohio projects total capital and operations and maintenance expenditures under the
ASRP to approximate $320 million. The fiing also seeks approval of Rider ASRP, the rider through which expenditures would be recovered. Similar 1o the Rider AMRP
methodalogy, Duke Energy Onio proposes to update Rider ASRP on an annual basis. Duke Energy Ohic's application is pending before the PUCQ and it is uncertain when an
order will be issued.

Intervenors oppose the ASRP, primarily because thay believe the program is neither required nor necessary under federal pipeline regulation. The hearing concluded on
November 19, 2015 and initial and reply briefs were fied, with briefing complete on December 23, 2015.

Duke Energy Ohio cannot predict the oculcome of this matter.

Energy Efficiency Cost Recovety

On March 28, 2014, Duke Energy Ohio fled an application for recovery of program costs, lost distribution revenue and performance incentives related to its energy efficiency
and peak demand reduction programs. These pragrams are undertaken to comply with environmental mandates set forth in Ohio taw. After a comment period, the PUCO
appraved Duke Energy Ohio’s application, but found that Duke Energy Ohio was not permitted to use banked energy savings from previous years in order to calculate the
amount of allowed incentive. This conclusion represented a change to the cost recovery mechanism that had been agreed to by intervenors and approved by the PUCO in
previous cases. As a result of the PUCO's decision, Duke Energy Ohio reversed $23 million in revenues deemed to be refundable for the period between January 2013 and
April 2015 in second quarter 2015. The PUCQ granted Duke Energy Ohio's application for rehearing on July 8, 2015. Substantive ruling on the application for rehearing is
pending. The PUCO granted all applications for rehearing for future consideration. On January 6, 2016, Duke Energy Ohio and PUCO Staff entered inte a stipulation, pending
PUCO approval, resolving the issues related to, among other things, performance incentives and the PLUCO Staif audit of 2013 costs. Based on this stipulaticn, in December
2045, Duke Energy Ohio re-esteblished approximatety $20 million of the revenues that had been reversed in the secand quarter. A hearing on the stipulation is scheduled for
March 10, 2016. Duke Energy Ohio cannot predict the outcome of this matter.

East Bend Station

On December 30, 2014, Duke Energy Ohio acquired The Dayton Power and Light Company’s (DP&L) 31 percent interest in the jointly owned East Bend Station for
approximately $12.4 milion. The purchase price, in accordance with FERC guidelines, was reflscted with the net purchase amount as an increase to property, plant and
equipment as of December 31, 2014 and with the DP8L's historical original cost as an increase fo property, plant and equipment and accumulated depreciation as of
December 31, 2015, On August 20, 2015, the KPSC approved Duke Energy Kentucky's application to use the purchase price as the value of the newly acquired interest in the
East Bend Station for depreciation purposes and ratemaking.
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2014 Elactric Securify Plan (ESF)

In April 2015, the PUCO madified and approved Bluke Energy Ohio's proposed ESP, with a three-year term and an effective date of June 1, 2015. The PUCO approved a
competitive procurement process for SSO load, a distribution capital investment rider and a fracking mechanism for incremental distribution expenses caused by major storms.
The PUCO order alse approved a placeholder fariff for a price stabilization rider, but denied Duke Energy Chio's specific request to include Duke Energy Ohia's entitement to
generation from OVEC in the rider at this time; however, the order allows Duke Energy Ohio to submit additional information to request recovery in the future. On May 4, 2015,
Duke Energy Ohio filed an application for rehearing requesting the PUCQ to modily or amend certain aspects of the order. On May 28, 2015, the PUCO granted all applications
for rehearing filed in the case for future consideration. Duke Energy Ohio cannot predict the outcome of the appeals in this maiter.

During May and November 2015, Duke Energy Ohio completed two competitive bidding processes with results approved by the PUCO to procure a portion of the supply for its
$380 load for the term of the ESP.

2012 Natural Gas Rate Case

On November 13, 2013, the PUCO issued an order approving a settlement among Duke Energy Ghio, the PUCO Staff and intervening parties (the Gas Settlement). The Gas
Settlement provided for (i) no increase in base rates for natural gas distribution service and (i) a retyrn on equity of 9.84 percent. The Gas Settlement provided for a
subsequent hearing on Duke Energy Ohio's request far rider recovery of environmental remediation costs associated with its former MGP sites. The PUCO authorized Duke
Energy Ohio to recover $56 million excluding carrying costs, of environmental remediation costs. The MGP rider became effective in April 2014 for a five-year period. On March
31, 2014, Duke Energy Ohio filed an application with the PUCO to adjust the MGP rider for investigation and remediation costs incurred in 2013.

Certain consumer groups appealed the PUCO’s decision authorizing the MGP rider to the Ohio Supreme Court and asked the court to stay implementation of the PUCO’s order
and collections under the MGP rider pending their appeal. The Chio Supreme Court granted the motion to stay and subsequently required the posting of & bond to effectuate the
stay. When the bond was not posted, the PUCO approved Duke Energy Ohio’s request, in January 2015, to reinstate collections under the MGP rider and Duke Energy Ohio
resumed bilings. Amounts collected prior to the suspension of the rider were Immaterial. On March 31, 2015, Duke Energy Ohio filed an application o adjust the MGP rider to
recover remediation costs incurred in 2014. Duke Energy Ohio cannot predict the ouicome of the appeal of this matter.

Regional Transmission Orgarnization (RTO) Realignment

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

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

On May 25, 2011, the PUCO approved a settlement between Duke Energy Qhio, Qhio Energy Group, the Office of Qhio Consumers' Counsel and the PUCO Staif refated to
Duke Energy Ohio's recovery of certain costs of the RTO realignment via a non-bypassable rider. Duke Energy Ohio is allowed 1o recover all MBS0 Transmission Expansion
Flanning {(MTEP) costs, inclrding but not limited to Multi Value Project (MVP) costs, directly or indirectly charged to Ohio customers. Duke Energy Ohio also agreed to
vigorously defend against any charges for MVP projects from MISO.

Upon its exit from MISO on December 31, 2011, Duke Energy Ohio recorded a liability for its exit obligation and share of MTEP costs, excluding MVP. This liability was recorded
within Other in Current liabilties and Other in Deferred credits and other liabilties on Duke Energy Ohio's Consolidated Balance Sheats.

The following table provides a reconciliation of the beginning and ending balance of Duke Energy Ohio’s recorded obligations related to its withdrawal from MISC. As of
December 31, 2015, $72 milion s recorded as a Regulatory asset on Duke Energy Chio's Consolidated Balance Sheets.

Provisions/ Cash
(in millions) December 31, 2014 Adjustments Reductions December 31, 2015
Duke Energy Ohio $ 94 3 3 s 5y $ 02

MVP. MISO approved 17 MVE proposals prior ta Duke Energy Ohin's exit from MISS on Degembar 31, 2011, Construction of thess prajects is expected to continue through
2020. Costs of these projects, including operating and maintenance costs, property and income taxes, depreciation and an allowed return, are allocated and billed to MISO
transemission owners.

On December 29, 2011, MISO filed a tariff with the FERC providing for the allccation of MVP costs to a withdrawing owner based on monthly energy usage. The FERC set for
hearing {i} whether MISO's proposed cost allocation methodology to transmission ewners who withdrew from MISQ prior to January 1, 2012 is consistent with the tariff at the
time: of their withdrawal from MISO and, (ii) if not, what the amount of and methoedology for calculating any MVP cost responsibility should be. In 2012, MISO estimated Duke
Energy Ohio's MVP abligation over the period from 2012 {0 2071 at $2.7 billion, on an undiscounted basis. On July 16, 2013, a FERC Administrative Law Judge (ALJ) issued an
initial decision. Under this initial decision, Duke Energy Ohio would be liable for MVP costs. Duke Energy Ohio filed exceptions to the initial decision, requesting FERC to
overturn the ALJ's decision.

On Octaber 28, 2015, the FERC issued an order reversing the ALJ's decision. The FERC ruled the cost allocation methodology is not consistent with the MISO tariff and that

Duke Energy Ohio has no liability for MVP costs after its withdrawal from MISO. On November 30, 2015, MISO filed with the FERC a request for rehearing. Duke Energy Ohio
cannot predict the outcome of this matter.
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FERC Transmission Return on Eguity and MTEP Cost Settlement

On October 14, 2011, Duke Energy Ohio and Duke Energy Kentucky submitted with the FERC proposed modifications to the PJM interconnection Open Access Transmission
Tariff pertaining o regovery of the transmission revenue requirement as PJM fransmission owners. The fiing was made in gonnection with Duke Energy Chio's and Duke
Energy Kentucky's move from MISC 1o PJM effective December 31, 2041, On April 24, 2012, the FERC issued an order accepting the proposed fiing effective January 1,

2012, exgept that the arder denied a request to recover certain costs associated with the move from MISO to PJM without prejudice fo the right to submit another fiing seeking
such recovery and including certain additiocnal evidence, and set the rate of return on equity of 12.38 percent for seitlement and hearing. On April 16, 2015, the FERC approved
a seftlement agreement between Duke Energy Ohio, Duke Energy Kentucky and six PJM trans mission customers with load In the Duke Energy Ohio and Duke Energy
Kentucky zone, The principal terms of the setflement agreement are that, effective upon the date of FERC approval, (i) the return on equity for wholesale trans mission service

is reduced to 11.38 percent, (i) the setling parties agreed not to seek a change in the return on equity that would be effective prior to June 1, 2017, and {#i} Duke Energy Ohio
and Duke Energy Kentucky will recover 30 percent of the whoiesate portion of costs arising from their obligation to pay any portian of the costs of projects included in any MTEP
that was approved prior to the date of Duke Energy Ohio's and Duke Energy Kentucky's integration inta PJM.

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

On November 20, 2007, the JURC granted Duke Energy Indiana a CPCN for the canstruction of the Edwardsport IGCC Plant. The Citizens Action Coalition of Indiana, Inc.,
Sierra Club, inc., Save the Valey, Inc., and Valiey Watch, Inc. {collectively, the Joint Intervenors) were intervenors in several maiters related to the Edwardsport IGCC Plant.
The Edwardsport IGCC Plant was placed in commercial operation in June 2013. Costs for the Edwardsport IGCC Plant are recovered from retail electric customers via a
tracking mechanism, the IGCC rider.

The ninth semi-annual [GCC rider order was appealed by the Joint Intervenors., On September 8, 2014, the Indiana Court of Appeals remanded the IURC order in the ninth
IGCC rider proceeding back to the IURC for further findings. On February 25, 2015, the IURC issued a new order upholding its prior decision and provided additional detailed
findings. Joint Intervencrs appealed ihis remand order to the Indiana Court of Appeals. On September 23, 2015, the Indiana Court of Appeals affirmed the IURC remand
decision on one of the key financia! issues. The Indiana Court of Appeals found that there was sufficient evidence for the IURC 1o find that the three-month delay in construction
for this time period was not unreasonable and therefore the costs of such delay should be borne by Duke Energy Indiana customers. The Indlana Court of Appeals found that
the IURC did not support its findings regarding the raternaking impact of the tax in-service declaration and reversed and remanded this issue back to the JURC, with direction to
hold further praceedings and issue additional findings on the issue. On December 10, 2015, the Indiana Court of Appeals denied a request for rehearing by Joint Intervenors,
and the decision was not further appealed. The proceeding will be remanded to the IURC for further proceedings and additiona! findings on the tax in-service issue.

The 10th semi-annual IGCC rider order was alse appealed by the Joint Intervenors. On August 21, 2014, the Indiana Court of Appeals affirmed the IURG order in the 10th IGCC
rider proceeding and on Cctober 29, 2014, denled the Joint Intervenors® request for rehearing, The Joint Intervenors requested the Indiana Supreme Gourt 10 review the
decision, which was denied on April 23, 2015, concluding the appeal.

Duke Energy Indiana has filed the 14th and 15th semi-annual IGCC rider proceedings. The 11th through 15th semi-annual IGCC riders and a subdocket to Duke Energy
Indiana's fuel adjustment clause are currently in various stages of approval by the [URC in the filing process. Issues in these fiings include the determination whether the IGCC
plant was properly declared in service for ratemaking purposes in June 2013 and a review of the operational performance of the plant. On September 17, 2015, Duke Energy
Indiana, the Office of Utility Consumer Counselor, the Indusirial Group and Nucor Steel Indiana reached a setilement agreement to resolve these pending issues. On January
15, 2016, The Cilizens Action Coalition of Indiana, Inc., Sierra Club, Save the Valley and Valley Watch joined the settlement. The proposed settlement wil result in customers not
being billed for previously incurred operating costs of $87.5 milion and for additional Duke Energy Indiana payments and commitments of $5.5 million for attorneys’ fees and
amounts to fund consumer programs. Attorneys' fees and expenses for the new settiing parties will be addressed in a separate proceeding. Duke Energy Indiana recorded
$87.5 million within Impairment charges and $5.5 million within Other Income and Expenses, net in the Consolidated Staterments of Operations and Comprehensive Income for
the twelve months ended December 31, 2015. Duke Energy Indiana also recorded an $80.3 milion reduction of Regulkatory assets within Regulatory Assets and Deferred
Debits, an additional $7.2 milion of Other within Deferred Credits and Other Liabilities and $5.5 milion of Accounts payable within Current Liabilities on the Consolidated Balance
Sheets at December 31, 2015. Additionally, under the proposed settlement, the operating and maintenance expenses and ongoing maintenance capital at the plant are subject
to certain caps during the years of 2016 and 2017. The revised setilement includes a commitment to either retire or stop burning coal by December 31, 2022 at the Gallagher
Station. Pursuant to ihe settlement, the in-service date used for accounting and ratemaking will remain as June 2013, Remaining deferred costs will be recovered over eight
years and not earn a carrying cost. The seltlement is subject ta IURC approval which is expected in the first half of 2016. As of Decerber 31, 2015, deferred costs related 0
the project are approximately $128 milien. Future IGCC riders will be filed annually, rather than every six months, with the next fiing scheduled for first quarter 2017,

Duke Energy Indiana cannot predict the outcome of the setilement of these matters or future IGCC rider proceedings.
FERC Transmission Return on Equity Complaint

Customer groups have flled with the FERC complaints against MISC and its transmission-owning members, including Duke Energy Indiana, alleging, among other things, that
the current base rate of refurn on equity earned by MISO transmission owners of 12.38 percent is unjust and unreascnable. The latest compiaint, filed on February 12, 2015,
claims the base rate of return on equity Should be reduced to 8.67 percent and requests a conselidation of complaints. The motion to consolidate complaints was denied. On
January 5, 2015, the FERC issued an order accepting the MISO transmission owners 0.50 percent adder to the base rate of return on equity based on participation in an RTO
subject to it being applied to a return on equity that is shown to be just and reasonable in the pending return on equity complaint. A hearing in the base return on equity
praceeding was held in August 2015. On December 22, 2015, the presiding FERC ALJ issued an Initial Decision in which he set the base rate of return on equity at 10.32
percent. The Initial Decision will be reviewed by the FERC. Duke Energy Indiana currently believes these matters will have an immaterial impact on its results of operations,
cash flows and financial position.
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Grid Infrastructure Improvement Plan

On August 29, 2014, pursuant to a new statute, Duke Energy Indiana filed a seven-year grid infrastructure improvement plan with the IURGC with an estimated cost of $1.9
billion, focusing on the reliabilty, integrity and modernization of the transmission and distribution system. In May 2015, the IURC denied the original proposal due to an insufficient
level of detailed projects and cost estimates in the plan. On December 7, 2015, Duke Energy Indiana fied a revised infrastructure improvement plan with an estimated cost of
$1.8 bilion in response to guidance from IURC orders and the Indiana Court of Appeals decisions retated to this new statute. The revised plan uses a combination of advanced
technolegy and infrastructure upgrades to improve service to custorners and provide them with better information about their energy use. The plan is subject to approval of the
IURC, with an order expected in July 20116, Duke Energy Indiana cannot predict the outcome of this matter.

Other Regulatory Matters
Atlantic Coast Pipeline

On September 2, 2014, Duke Energy, Dominion Resources (Dominion), Piedmont and AGL Resources announced the formation of a company, ACP, to build and own the
proposed Atlantic Coast Pipeline (the pipeline), a 564-mile interstate natural gas pipeline. The pipeline is designed to meet the needs identified in requests for proposals by Duke
Energy Carolinas, Duke Energy Progress and Piedmont. Dominion will build and operate the pipeline and has a 45 percent ownership percentage in ACP. Duke Energy has a 40
percent ownearship interest in ACP through its Commercial Portfolio segment. Piedmont owns 10 percent and the remaining share is owned by AGL Resources. Duke Energy
Carolinas and Duke Energy Progress, among othiers, will be customers of the pipeline. Purchases will be made under several 20-year supply contracts, subject to state
regulatory approval, In Octuber 2014, the NCUC and PSCSC approved the Duke Energy Carolinas and Duke Energy Progress requests to enter into certain affiliate
agresments, pay compensation to ACP and to grant a waiver of certain Code of Conduct provisions relating fo contractual and jurisdictional matters. On September 18, 2015,
AGCP {iled an application with the FERC requesting a CPCN autharizing ACP to construct the pipeline. ACP requested approval of the application by July 1, 20186, to enable
censtruction to begin by September 2016, with an in-service date of on ar before November 1, 2018. ACP is working with various agencies to develop the final pipeline route.
ACP also requested approval of an open access tariff and the precedent agreements it entered into with future pipeline customers, including Duke Energy Carclinas and Duke
Energy Progress.

On October 24, 2015, Duke Energy entered into a Merger Agreement with Piedmont. The ACP partnership agreement includes provisions to allow Dominion an option to
purchase additional ownership interest in ACP to maintain a leading ownership percentage. Any change in ownership interests is not expected to be material to Duke Energy.
Refer to Note 2 for further information related to Duke Energy's proposed acquisition of Piedmont.

Sabal Trail Transmission, LLC (Sabal Trail) Pipeline

On May 4, 2015, Duke Energy acguired a 7.5 percent ownership interest from Spectra Energy in the proposed 500-mile Sabal Trait natural gas pipeling, Spectra Energy wil
continue to own 59.5 percent of the Sabal Trail pipeline and NextEra Energy will own the remaining 33 percent. The Sabal Trail pipeline will traverse Alabama, Georgia and
Florida to meet rapidly growing demand for natural gas in those states. The primary customers of the Sabal Trail pipeline, Duke Energy Florida and Florida Power & Light
Company, have each contracted to buy pipeline capacity for 25-year infilal terms. On February 3, 2018, the FERC ssued an order granting the request for a TPCN Yo construct
and operate the pipeline. The Sabal Trail pipeline requires additional regulatery approvals and is scheduled to begin service in 2017.

NC WARN FERC Complaint

On December 16, 2014, North Carolina Waste Awareness and Reduction Netwark (NC WARN]) filed a complaint with the FERC against Duke Energy Carolinas and Duke
Energy Progress that alieged (i) Duke Energy Carolinas and Duke Energy Progress manipulated the eleciricity market by constructing eostly and unneeded generation faciliies
leading o unjust and unreasonable rates; (i) Duke Energy Carolinas and Duke Energy Progress faied to comply with Order 1000 by not effectively connecting their
transmigsion sysiems with neighboring utilities which also have excess capacity; (i) the plans of Duke Energy Carolinas and Duke Energy Progress for unrealistic future
growth lead to unnecessary and éxpensive generating plants; {iv) the FERC should investigate the practices of Duke Energy Carolinas and Duke Energy Progress and the
potential benefits of having them enter into a regional transmission organization; and (v) the FERC should force Duke Energy Carolinas and Duke Energy Progress to purchase
power from other utilities rather than construct wasteful and redundant power plants. NC WARN alsc filed a copy of the complaint with the PSCSC on January 6, 2015. In April
2015, the FERC and the PSCSC issued separate orders dismissing the NC WARN petition. On May 14, 2015, NC WARN filed with FERC a motion for recensideration which the
FERC denied on Novernber 18, 2015, This mattes is now closed.

Progress Energy Merger FERC Mitigation

In June 2012, the FERC approved the merger with Progress Energy, including Duke Energy and Progress Energy's revised market power mitigation plan, the Joint Dispatch
Agreement {JDA) and the joint Open Access Transmission Tariff. Several intervenors filed requests for rehearing challenging various aspects of the FERC approval. On
October 29, 2014, FERC denied all of the requests for rehearing.

The revised market power ritigation plan provided for the acceleration of one transmission project and the completion of seven other transmission projects (Long-Term FERC
Mitigation} and interim firm power sale agreements during the completion of the transmission projects (Interim FERC Mitigation). The Long-Term FERC Mitigation was expected
to increase power imported into the Duke Energy Carolinas and Duke Energy Progress service areas and enhance competitive power supply options in the service areas. All of
these projects were completed in or before 2014. On May 3G, 2014, the Independent Monitor filed with FERC a final report stating that the Long-Term FERC Mitigation is
complete. Therefore, Duke Energy Carolinas’ and Duke Energy Progress’ obligations associated with the Interim FERC Mitigation have terminated. In the second quarter of
2014, Duke Energy Progress recorded an $t& milion partial reversal of an impairment recorded in the third quarter of 2012. This reversal adjusts the initial disallowance from
the Long-Term FERC mitigation and reflects updated information on the construction costs and in-service dates of the transmission projects.
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Fallowing the closing of the merger, outside counsel reviewed Duke Energy’s mitigation plan and discovered a technical error in the calculations. On December &, 2013, Duke
Energy submitted a filing to the FERC disclosing the errar and arguing that no additional mitigation is necessary. The city of New Bern filed a protest and requested that FERC
order additional mitigation. On Qctober 29, 2014, FERC ordered that the ameunt of the stub mitigation be increased from 25 MW 1o 129 MW. The stub mitigation is Duke
Energy's commitment 4o set aside for third parties a certain quamtity of firm transmission capacity from Duke Energy Carolinas to Duke Energy Progress during summer off-
peak hours. FERC also ordered that Duke Energy operate certain phase shifters to create additional import capability and that such operation be monitored by an independent
monitor. Duke Energy does not expect the costs to comply with this order to be material. FERC also referred Duke Energy’s failure to expressly designate the phase shifter
reactivation as a mitigation project in Duke Energy's original mitigation plan filing in March 2012 to the FERC Office of Enforcement for further inquiry. Duke Energy cannot
predict the outcome of this additional inguiry.

Potential Coal Plant Retirements

The Subsidiary Registrants periodically fle Integrated Resource Plans {IRP) with their state regulatory commissicns. The IRPs provide a view of farecasted energy needs over
a long term (10 to 20 years), and options being considered to meet those needs. Recent IRPs filed by the Subsidiary Registrants included planning assumptions 1o potentially
retire certain coal-fired generating facifties in Florida and Indiana earlier than their current estimated useful lives. These facilties do not have the requisite emission control
equipment, primarily to meet EPA regulations recently approved or proposed.

The table below contains the net carrying value of generating facilities planned for retirement or included in recent IRPs as evaluated for potential retirement due to a lack of
requisite environmental contro! equipment, Dollar amounts in the table below are included in Net property, plant and equipment on the Consglidated Balance Sheets.

December 31, 2015

Duke Duke
Duke Energy Energy
Energy Floridag, Indiana,;,
Capacity (in MW) 1,821 873 848
Remaining net book value (in millions }ia! $ 352 % 131 % 221
(a) Remaining net book value amounts presented exclude any capitalized asset retirement costs related to closure of ash basins.
(b} Includes Crystal River Units 1 and 2. Progress Energy amounts are equal to Duke Energy Florida amounts.
) Inchudes Wabash River Units 2 through 6 and Gallagher Units 2 and 4. Wabash Rver Unit 6 is being evaluated for potential conversion to natural gas. Duke Energy

Indiana committed to retire or convert the Wabash River Units 2 through 6 by June 2018 in conjunction with a seftlement agreement associated with the Edwardsport
air permit. Duke Energy Indiana committed to either retire or stop burning coal at Gallagher Units 2 and 4 by December 31, 2022, as part of the proposed setiiement of
Edwardsport IGCC matters.

On October 23, 2015, the EPA published in the Federal Register the Clean Power Plan (CPP) rule for regulating carbon dioxide (CO,} emissions from existing fossil fuel-fired
electric generating units (EGUs). The CPP establishes CO, emission rates and mass cap goals that apply io fossil fuel-fired generation. Under the CPP, states are required to
develop and submit a final compliance plan, or an initial plan with an extension request, to the EPA by September 6, 2016, or no later than September 6, 2018, with an approved
extension. These state plans are subject to EPA approval, with a federal plan applied 1o states that fail to submit a plan to the EPA or if a state plan is not approved. Legal
challenges 1o the CPP have been filed by stakeholders and motions to stay the requirements of the rule pending the outcome of the litigation were granied by the U.S. Supreme
Court in February 20186. Final resclution of these legal challenges could take several years. Compliance with CPP could cause the industry o replace coal generation with
natural gas and renewables, especially in states that have significant CO, reduction targets under the rule. Costs to operate coal-fired generation plants continue to grow due to
increasing environmental compliance requirements, including ash management costs unrelated to CPP, and this may result in the retirement of coalfired generation plants
earlier than the current useful ives. Duke Energy continues te evaluate the need to retire generating facilies and plans to seek regulatory recovery, where appropriate, for
amounts that have not been recovered upon asset retirements. However, recovery is subject to future regulatory approval, including the recovery of carrying costs on
remaining book values, and therefore cannot be assured.

Refer to the "Western Carolinas Modernization Plan” discussion above for details of Duke Energy Progress' planned retirements.

5. COMMITMENTS AND CONTINGENCIES
General Insurance

The Duke Energy Registrants have insurance and reinsurance coverage either directly or through indemnification from Duke Energy’s captive insurance company, Bison, and
its affiiates, consistent with companies engaged in similar commercial operations with similar type properties. The Duke Energy Registrants’ coverage includes {i) commerciat
general liability coverage for liabilities arising to third parties for bodily injury and property damage; (i) workers' compensation; (i) automobile liability coverage; and (iv} property
coverage for all real and personal properly damage. Real and personal property damage coverage excludes electric transmission and distribution lines, but includes damages
arising from boller and machinery breakdowns, earthquakes, flood damage and extra expense, but not outage or replacement power coverage. Al coverage is subject to
certain deductibles or retentions, sublimits, exclusions, terms and conditions common for companies with similar types of operations.

The Duke Energy Regisirants self-insure their electric transmission and distribution lines against loss due to storm damage and other natural disasters. As discussed further in
Note 4, Duke Energy Florida maintains a storm damage reserve and has a regulatory mechanism to recover the cost of named storms on an expedited basis.

The cost of the Duke Energy Registrants’ coverage can fluctuate year to year reflecting ¢laims history and conditions of the insurance and reinsurance markets.
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In the event of a loss, terms and amounts of insurance and reinsurance available might not be adequate to cover claims and other expenses ingurred. Uninsured losses and
other expenses, to the extent not recovered by other sourges, could have a material effect on the Duke Energy Registrants” results of aperations, cash flows or financial
pasition. Each company is responsible to the extant losses may be excluded ar excead lmits of the coverage available.

Nuclear Insurance

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

Duke Energy Progress owns and operates the Robinson Nuclear Plant {Robinson), Brunswick and Harris. Robinson and Harris each have one reactor, Brunswick has two
reactors.

Duke Energy Florida manages and has a partial ownership interest in Crystal River Unit 3, which has heen retived. The other joint owner of Crystal River Unit 3 reimburses
Duke Energy Florida for certain expenses associated with nuclear insurance per the Crystal River Untt 3 joint owner agreement.

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

Nuclear Liability Coverage

The Price-Anderson Act requires owners of nuclear reactors {o provide for public nuclear liability protection per nuclear incident up 10 2 maximum total financial protection
liability. The maximum total financial protection liability, which is currently $13.5 billion, is subject to change every five years for inflation and for the number of licensed reactors.
Total nuclear liability coverage consists of a combination of private prinnary nuclear labifty insurance coverage and a mandatary industry risk-sharing pragram to provide for
excess nuclear liability coverage above the maximum reasonably available private primary coverage. The United States Congress could impose revenue-raising measures on
the nuclear industry to pay claims.

Primary Liability Insurance

Duke Energy Caralinas, Duke Energy Progress and Duke Energy Florida have purchased the maximum reasonably avaiable private primary nuclear liabiity msurance as
required by law, which currenily is $375 million per station.

Excess Liability Program

This program provides $13.1 bilion of caverage per incident through the Price-Andarson Act's mandatary industrywide exgess secondary finangial protection program of risk
pooling, This amount is the product of potential cemulative retrospective premium assessments of $127 milion times the current 103 licensed commercial nuclear reactors in
the U.8. Under this program, licensees could be assessed retrospective premiums to compensate for public nuclear liabilty damages in the event of a nuclear incident at any
licensed facility in the U.S. Retrospactive premiums may be assessed at a rate not to exceed $19 million per year per licensed reactor for each incident. The assessment may
be subject to state premium taxes.

Nuclear Property and Accidental Qutage Coverage

Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida are members of Nuclear Electric Insurance Limited (NEIL}, an industry mutual insurancg company,
which provides "all rigk” property damage, decontamination, and premature decommissioning insurance for each station for losses resulting from damage to its nuclear plants,
either due to accidents or acts of terrorism. Additionally, NEIL proviles some replacement power cost insurance for each station for losses in the event of a major accidental
outage at an insured nuclear station. NEIL requires its members to maintain an investment grade credit rating or to ensure collectability of their annwal retrespective premium
obligation by providing a financial guarantee, letter of credit, deposit premium or other means of assurance. The companies are required each year to report to the NRC the
current levels and sources of insurance that demonstrate it possesses sufficient financial resources to stabilize and decontaminate its reactors and reactor station sites in the
event of an accident.

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

Losses resutting from acts of terrorism are covered as common occurrences, such that if terrorist acts occur against one or more commercial nuclear power plants insured by
NEIL within a 12-menth period, they would be treated as one event and the owners of the plants where the act occurred would share one full limit of liability. The full limit of
liability is cureently $3.2 billion. NEIL sublimits the total aggregate for all of their policies for non-nuclear terrorist events to approximatety $1.83 bilion.
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Each nuclear facility has accident property damage, decontamination and premature decommissioning liability insurance from NEIL with limits of $1.5 billion, except for Crystal
River Unit 3. Crystal River Unit 3's limit is $1 billon and is on an actual cash value basis. NEIL coverage for Crystal River Unit 3 does not include praperty damage to or
resulting from the containment struciure although the ¢overage does apply to decontamination and debris removal, if required following an accident, 1o ensure public health and
safety or if property damage results from a terrorism event. All nuclear facilities except for Catawba and Crystal River Unit 3 also share an additional $1.25 billion nuclear
accident insurance limit above their dedicated underlying imit. This shared additional excess fimit is not subject to reinstatement in the event of a loss. Catawba has a dedicated
$1.25 bilion of additional nuclear accident insurance limit above its dedicated underlying imit. Catawba and Oconee also have an additional $750 million of non-nuclear accident
property damage limit. All coverages are subject to sublimits and significant deductibles.

NEIL's Accidental Outage policy provides some replacement power cost insurance for losses in the event of a major accident property damage outage of a nuclear unit.
Coverage is provided on a weekly limit basis after a significant waiting period deductible and at 100 percent of the available weekly limits for 52 weeks and 80 percent of the
available weekly limits for the next 110 weeks. Coverage is provided untit these availabile weekly periods are met where the accidental outage poficy fimit wil not exceed $490
milion for McGuire, Catawba, Ocanee, Brunswick, and Harris and $457 million for Robinson, NEIL sublmils the accidental outage recovery to the first 104 weeks of coverage
not to exceed $328 milion from non-nuclear accidental property damage. Coverage amounts decrease in the event mare than one unit at a station is out of service due to a
common accident. All coverages are subject to sublimits and significant deductibles,

Potential Retroactive Premium Assessments

In the event of NEIL losses, NEIL's board of directors may assess member companies retroactive premiums of amounts up te 10 times their annual premiums for up to six
years after a l0ss. NEIL has never exercised this assessment. The maximum aggregate annual retrospective premium obligations for Duke Energy Carolinas, Duke Energy
Progress and Duke Energy Florida are $159 miliion, $108 milion and $7 miliion, respeciively. The maximum assessment amounts include 100 percent of Duke Energy
Carolinas' and Duke Energy Florida's potential obligations to NEIL for their share of jointly owned reactars.

ENVIRONMENTAL

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

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

In addition to the Asset Retirement Obligations discussed in Note 9, the Duke Energy Registranis are responsible for environmental remediation at various sites. These include
certain properties that are part of ongoing operations and sites formerly owned or used by Duke Energy entities, These sites are in various stages of investigation, remediation
and monitoring. Managed in conjunction with relevant federal, state and local agencies, remediation activities vary based upon site conditions and location, remediation
requirements, complexity and sharing of responsibifty. i remediation activitles involve joint and severa! iablity provisions, strict fability, of cost recovery of contribution actions,
the Duke Energy Registrants could potentially be held responsible for environmental impacts caused by other potentially responsible parties, and may also benefit fram
insurance policies or contractual indemnities that cover some or all cleanup costs. Liabilties are recorded when losses become probable and are reasonably estimable. The
{otal costs that may be incurred cannot be estimated because the extent of environmental impact, allocation among potentially responsible parties, remediation alternatives
anc/or regulatory decisions have not yet been determined. Additional costs assoclated with remediation activities are likely to be incurred in the future and could be significant.
Costs are typlally expensed as Operation, maintenance and other in the Consolidated Statements of Operations unless reguiatory recovery of the cosis is deemed probable.

The following tables contain information regarding reserves for probable and estimable costs related to the various environmental sites. These reserves are recorded in Other
within Deferred Credits and Other Liabilities on the Consolidated Bafance Sheets.

Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy

{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
Balance at December 31, 2012 75 12 33 14 19 15 § )
Provisions/adjustments 26 — 4 (1} 5 20 1
Cash reductions {22) {1} [43)] (&) 5 [E:)] ]
Balance at December 31, 2013 79 11 27 8 19 27 7
Provisions/adjustments 32 {1} 1 4 (3) 28 4
Cash reductions (14} — (11) (7) ) (1 {1)
Balance at December 31, 2014 a7 10 17 5 12 54 10
Provisions/adjustments 9 1 4 —_ 4 1 5
Cash reductions {9) (1) (4) {2) 2) {1) {3)
Balance at December 31, 2015 97 10 17 3 14 54 & 12
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Additional losses in excess of recorded reserves that could be incurred for the stages of investigation, remediation and monitoring for environmental sites that have been
evaluated at this time are not material except as presented in the {able below.

{in millions)

Duke Energy $ 74
Duke Energy Carolinas 22
Duke Energy Qhio 42
Duke Energy Indiana 7

North Carolina and South Carolina Ash Basins

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 permanent plug was installed in the starmwater pipe, stopping the release of materials into the river. Duke Energy Caralinas
estimates 30,000 to 39,000 fons of ash and 24 million 1o 27 milion gallons of basin water were released into the river. In July 2014, Duke Energy completed remediation work
identified by the EPA and continues to cooperate with the EPA's civii enforcement precess. During 2014, Duke Energy Carolinas incurred repairs and remediation expenses
related to the release of approximately $24 milion. No additional expenses were recorded in 2015, Duke Energy Carolinas will not seek recovery of these costs from
customers, Other costs related to the Dan River release, including pending or future state or federal civit enforcement proceedings, future regulatory directives, natural
resources damages, additional pending litigation, future claims or litigation and long-term enviranmental impact costs, cannot be reasonably estimated at this time.

North Carglina Department of Environmental Quality (NCDEQ), formerly the North Carolina Department of Environment and Natural Resources, has historically assessed Duke
Energy Carolinas and Duke Energy Progress with Notice of Viclations (NOV) for violations that were most often resoived through satisfactory corrective actions and minor, if
any, fines or penalties. Subsequent to the Dan River matter discussed above, Duke Energy Carolina and Duke Energy Progress have been served with a higher level of NOVs,
including for viotations at L.V. Sutton Plant and Dan River Steam Station. In August 2014, NCDEQ issued an NQV for alleged groundwater violations at Duke Energy Progress'
L.V. Sutton Plant. On March 10, 2015, NCDEQ issued a civil penalty of approximately $25 million to Duke Energy Progress for environmental damages related to groundwater
contamination at the L.V, Sutton Plant. See "Litigation” section below for information related to the resolution of this civil penaity. On February 8, 2016, NCDEQ assessed a
penalty of approximately $6.8 million, including enforcement costs, against Duke Energy Carclinas related to storm-water pipes and associated discharges at the Dan River
Steam Station. Duke Energy Carolinas recorded a charge to Operation, maintenance and other on the Consolidated Statements of Operations and Comprehensive Income in
December 2015, Duke Energy Carolinas is reviewing the NCDEQ action to determine next steps and cannot predict the outcome of this matter, These fines and penalties are
unprecedented and were not consistent with historic enforcement practices of NCDEQ. Based on historic practices the expected liability of any existing notice of viclations
would not be material. Duke Energy Carolinas and Duke Energy Progress cannot predict whether the NCDEQ will assess future penalties related to existing NOVs and if such
penalties would be material.

See the "Litigation" section below for additional information on litigation, investigations and enforcement actions related to ash basins, including the Memorandum of Piea
Agreement (Plea Agreemenis) in connection to the Morth Carolina Ash Basin Grand Jury Investigation and NCDEQ matters.

Litigation
Buke Energy
Ash Basin Shareholder Derivative Litigation

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

The Consalidated Complaint alleges the Duke Energy Defendants breached their fiductary duties by falling to adequately oversee Duke Energy’s ash basing and that these
breaches of fiduciary duty may have contributed to the incident at Dan River and continued thereafter. The lawsutt also asserts claims against the Duke Energy Defendants for
corporate waste (relating to the money Duke Energy has spent and will spend as a resuk of the fines, penalties and coal ash removal) and unjust enrichment (relating to the
compensation and director remuneration that was received despite these alleged breaches of fiduciary duty). The lawsuit seeks bath injunctive refief against Duke Energy and
restitution from the Duke Energy Defendants. On January 21, 2015, the Duke Energy Defendants fied a Motion to Stay and an alternative Motion to Dismiss. On August 31,
2015, the court issued an order staying the case through November 15, 2015. A ruling on defendants' motion to further extend the stay remains pending.
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On March 5, 2015, shareholder Judy Mesirov filed a shareholder derivative complaint (Mesirav Complaint) in North Carolina state court. The lawsuit, styled Mesirov v. Good, is
similar to the consolidated derivative action pending in Delaware Chancery Court and was filed against the same current directors and former directors and officers as the
Delaware ltigation. Duke Energy Corperalion, Duke Energy Progress and Duke Energy Carolinas are named as nominal defendants. The Mesirov Complaint afleges that the
Duke Energy Board of Directors was aware of Clean Water Act (CWA) compliance issues and failures to maintain structures in ash basins, but that the Board of Directors did
not require Duke Energy Carolinas and Duke Energy Progress to take action fo remedy deficiencies. The Mesirov Complaint further alleges that the Board of Directors
sanctioned activities to avoid compliance with the law by allowing impreper influence of NCDEQ to minimize regulation and by opposing previously anticipated citizen sult
ltigation. The Mesirov Complaint seeks corporate governance reforms and damages relating to costs associated with the Dan River release, remediation of ash basins that are
out of compliance with the CWA and defending and payment of fines, penalties and settlements refating {0 criminal and civil investigations and lawsuits. On December 7, 2015,
the Duke Energy Defendants filed a Motion to Stay the proceedings. A hearing was held on February 17, 2016, and a ruling on this motion is pending.

In addition to the above derivative complaints, in 2014, Duke Energy also received two shareholder litigation demand letters. The letters allege that the members of the Board of
Directors and certain officers breached their fiduciary duties by allowing the company to illegally dispose of and store coal ash pollutants. One of the letters also alleges a
breach of fiduciary duty in the decision-making relating to the leadership changes following the close of the Progress Energy merger in July 2012

By letter dated September 4, 2015, attorneys for the shareholders were informed that, on the recommendation of the Demand Review Committee formed 1o consider such
matters, the Beard of Directors concluded not to pursue patential claims against individuals. One of the shareholders, Mitchell Pinsly, sent a formal demand for records and
Duke Energy is responding to this request.

On October 30, 2015, shareholder Saul Bresalier filed a shareholder derivative complaint in the U. S. District Court for the District of Delaware. The tawsuit alleges that several
current and former Duke Energy officers and direclors (Bresalier Defendants) breached their fiduciary duties in connection with coal ash environmental issues, the post-merger
change in Chief Executive Officer and oversight of political contributions. Duke Energy is named as a nominal defendant. The Bresalier Comptaint contends that the Demand
Review Committee failed to appropriately cansider the sharehalder's earlier demand for litigation and improperly decided not to pursue claims against the Bresalier Defendants.
The Bresalier Defendants filad a Motion to Dismiss the Bresalier litigation on January 15, 2016.

It is not possible to predict whether Duke Energy wil incur any liability or to estimate the damages, if any, & might incur in connection with these matters.
Progress Energy Merger Shareholder Litigation

Duke Energy, the 11 members of the Board of Directars who were also members of the pre-merger Board of Directors {Legacy Duke Energy Directors) and certain Duke
Energy officers are defendants in a purported securities class action lawsuit (Nieman v. Duke Energy Corporation, et a). This lawsuit consolidates three lawsuits originally filed
in July 2012 and is pending in the United States District Court for the Western District of North Carolina. The plaintiffs allege federal Securities Act of 1933 and Securities
Exchange Act of 1934 {Exchange Act) claims based on allegations of materially false and misleading representations and omissions in the Registration Statement filed on July 7,
2011, and purportedly incorporated inte other documents, all in connection with the post-merger change in Chief Executive Officer (CEO).

On August 15, 2014, the parties reached an agreement in principte to settie the liigation, On March 10, 2015, the parties filed a Stipulation of Setfiement and a Motion for
Preiminary Approvai of the Settlement. The court issued an order for preliminary approval of the settlement on March 25, 2015. Under the terms of the agreement, Duke Energy
agreed to pay $146 milion to settle the claim. On April 22, 2015, Duke Energy made a payment of $25 million into the setilement escrow account. The remainder of $121 million
was paid by insurers into the settlement escrow account. Notice has been sent to members of the class and a final approval hearing was held on August 12, 2015. The final
arder approving the setlement was issued on Nevember 2, 2015, thus closing the matter.

QOn May 31, 2013, the Delaware Chancery Court consolidated four shareholder derivative lawsuits filed in 2012. The Court also appointed a lead plaintiff and counsel for plaintiffs
and designated the case as In Re Duke Energy Corporation Derivative Litigation. The lawsuit names as defendants the Legacy Duke Energy Directors. Duke Energy is named
as a nominal defendant. The case alleges claims for breach of fiduciary duties of loyalty and care in connection with the post-merger change in CEO. On December 10, 2015,
the Duke Energy defendants filed a Motion io Dismiss the litigation.

Twa shareholder Derivative Complaints, filed in 2012 in federal district court in Delaware, were censolidated as Tansey v. Rogers, et al. The case alleges claims for breach of
fiduciary duty and waste of corporate assets, as well as claims under Section 14(a) and 20(a} of the Exchange Act. Duke Energy is named as a nominal defendant. On
December 21, 2015, Plaintiff filed a Consolidated Amended Complaint asserting the same claims contained in the original complaints. Duke Energy filed a Motion to Dismiss on
February 18, 2016.

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

Duke Energy Trading and Marketing, LLC (DETM), a non-operating Duke Energy affiliate, is a defendant, along with numerous other energy companies, in four class-action
lawsuiks and 2 fifth single-plaintiff lawsuit pending in a consolidated federal court proceeding in Nevada. Each of these lawsuits contains similar claims that defandants allegedly
manipulated natural gas markets by various means, including providing false information to natural gas trade publications and entering into unlawfu! arrangements and
agreements in violation of the antitruss laws of the res pective states. Plaintiffs seek damages in unspecified amounts.
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On July 18, 2011, the judge granted a defendant's motion for summary judgment in two of five cases. The U.S. Court of Appeals for the Ninth Circuit subsequently reversed the
lower court’s decision. On April 21, 2015, the Supreme Court affirmed the U.S. Court of Appeals decision, The case has been reassigned to the same censolidated federal court
proceeding in Nevada far further proceedings. in February 2616, DETM reached agreements in principle to settle all of the pending lawsuits. The class-action settfements will be
subject to court approval, which is pending. The settlement amount is not material to Duke Energy.

Brazil Expansion Lawsuit

On August 9, 2011, the State of S3o Paulo sued Duke Energy International Geracao Paranapenema S.A. (DEIGP} in Brazilian state court. The lawsuit claims DEIGP is under a
continuing obligation to expand installed generation capacity in the State of S&o Paulo by 15 percent pursuant to a stock purchase agreement under which DEIGP purchased
generation asseis from the state. On August 10, 2011, a judge granted an ex parte injunction ordering DEIGP to present a detailed expansion plan in satisfaction of the 15
percent obligation. DEIGP has previously taken a position that the expansion obligation is no longer viable given changes that have occurred in the electric energy sector since
privatization. DEIGP submitted its proposed expansion plan on November 11, 2011, but reserved objectiens regarding enforceability. In January 2013, DEIGP filed appeals in
the federal courts, which are stil pending, regarding various procedural issuss. A decision on the merits in the first instance court is also pending. If is not possible 1o predict
whether Duke Energy will incur any liability or to estimate the damages, if any, it might incur in conneciion with this matter.

Brazil Generation

Record drought conditions in Brazit continue to impact Duke Energy International, Geracao Paranapanema $.A, {DEIGP). A number of electric generatars have filed lawsuits
seeking relief in the Brazilian courts to mitigate hydrological exposure and diminishing dispatch levels. Some courts have granted Injunction orders to limit the financial exposure
of certain generators. The implication of these orders is that other electricity market particlpants not covered by the injunctions may be required to compensate for the financial
impact of the liability limitations. The Independent Power Producer Association (APINE) filed one such tawsuit on behalf of DEIGP and other hydroelectric generators against the
Brazilian electric regulatory agency. On July 2, 2015, an injunction was granted in favor of APINE limiting the financial exposure of DEIGP and the other plaintiff generators, until
the marits of the lawsuit are determined. The APINE decision is subject to appeal and the outcome of these lawsuits is uncertain. It is not possible fo predict the impact to Duke
Energy from the outcome of these matters.

Duke Energy Carolinas and Duke Energy Progress
NCDEQ Notice of Violation (NOV)

In August 2014, NCDEQ issued an NOV for alleged groundwater violations at Duke Energy Progress’ L.V. Sutton Plant. On March 10, 2015, NCDEQ issued a civil penalty of
approximately $25 milion to Duke Energy Progress for environmental damages related to the groundwater contamination at the L.V. Sutton Piant. On April 9, 2015, Duke Energy
Progress filed a Pedition for Contested Case hearing in the Office of Administrative Hearings. In February 2015, NCDEQ Issued an NOV for alleged groundwater violations at
Duke Energy Progress' Asheville Plant. Duke Energy Progress responded io NCDEQ regarding this NOV.

On September 28, 2015, Duke Energy Pragress and Duke Energy Carolinas entered into a settlement agreement with NCOEQ resolving all former, current and futiire
groundwater penallies at all Duke Energy Carolinas and Duke Energy Progress coal facilties in North Carolina. Under the agreement, Duke Energy Progress paid
approximately $6 million and Duke Energy Carclinas paid approximately $1 milion. In addition to these payments, Duke Energy Progress and Duke Energy Carolinas wil
accelerate remediation actions at the Sutton, Asheville, Belews Creek and H.F. Lee plants. The court entered a consent order resolving the contested case relating to the
Sutton Plant and NCDEQ rescinded the NOVs refating to alleged grountwater violations at both the Sutton and Ashevile plants.

On October 13, 2015, the Sauthern Environmental Law Center (SELC), representing multiple conservation groups, filed a lawsuit in North Carolina Superior Court seeking
judicial review of the erder approving the settlement agreerment with NCDEQ. The conservation groups contend that the Administrative Law Judge exceeded his statutory
authority in approving a settiement that provided for past, present, and future resolution of groundwater issues at facilties which were not at issue in the penalty appeal. On
December 18, 2015, Duke Energy Carolinas and Duke Energy Progress filed a Motion to Dismiss the complaint. At a hearing held on February 12, 2016, Duke Energy
Carclinas and Duke Energy Progress stated that a proposed revised order would be submitted to the Administrative Law Judge to address the court's and SELC's concerns. It
is not possible to predict the outcome of this matter.

NCDEQ State Enforcement Actions

In the first quarter of 2013, SELC sent notices of intent to sue Duke Energy Carclinas and Duke Energy Progress related o alleged groundwater violations and CWA violations
from coal ash basins at two of their oal-fired power plants in North Carolina. NCDEQ filed enforcement actions against Duke Energy Carolinas and Duke Energy Progress
alleging violations of water gischarge permits and Narth Garolina groundwater standards. The cases have been consolidated and are being heard before a single judge.

On August 16, 2013, NCDEQ filed an enforcement action against Duke Energy Carolinas and Duke Energy Progress related to their remaining plants in North Carolina, alleging
violations of the CWA and violations of the North Carolina grqundwater standards. Both of these cases have been assigned to the judge handling the enforcement actions
discussed above. SELC, on behalf of several environmental groups, has been permitted {0 intervene in these cases.

On July 10, 2015, Duke Energy Carolinas and Duke Energy Progress filed Motions for Partial Summary Judgment in the case on the basis that there is no longer either a
genuine controversy or disputed material facts about the relief for s¢ven of the 14 North Carclina plants with coal ash basins, On September 14, 2015, the court grantsd the
Motions for Partial Summary Judgment pending court approval of the terms through an order. In November 2015, NCDEQ submitted a proposed erder. On November 23, 2015,
Duke Energy Carolinas, Duke Energy Progress and SELC filed separate objections to portions of the NCDEQ fiing. The parties are dratfting a consclidated order to comply with
the ruling made by the judge at a hearing held on February 12, 2018,
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It is not possible to predict any liability or estimate any damages Duke Energy Carolinas or Duke Energy Progress might incur in connection with these matters.
North Carolina Declaratory Judgment Action

On QOctober 19, 2012, the $ELC, on behalf of the same environmental groups that are iavolved in the state enforcement actions discussed above, filed a petition with the North
Caralina Environmental Management Commission (EMC) asking for a declaratory ruling seeking to clarify the application of the state’s groundwater protection rules to coat ash
basins. The petition sought to change the interpretation of regulations that permitted NCDEQ to assess the extent, cause and significance of any groundwater contamination
before ordering action to efminate the source of contamination, among other issues. Duke Energy Carolinas and Duke Energy Progress were both permitted to intervene in the
matter. On December 3, 2012, the EMC affirmed this interpretation of the regulations.

©On March 6, 2014, a Norlh Carcling Supetior Cowr jutige overlurned the ruling of the EMC holding that in the case of groundwater contarmination, NCDEQ was required to issue
an order to immediately eliminate the source of the contamination before an assessment of the nature, significance and extent of the contamination or the continuing damage to
the groundwater was conducted. Duke Energy Carolinas, Duke Energy Progress and the EMC appealed the ruling in April 2014. On May 16, 2014, the North Carolina Court of
Appeals denied a petition to stay the case during the appeal. On Octaber 10, 2014, the parties were notified the case has been transferred to the North Carolina Supreme Court
(NCSC}). Oral argument was held on March 16, 2015. Cn June 11, 2015, the NCSC issued its opinion in favor of Duke Energy Cardlinas, Duke Energy Progress and the EMC
and remanded the matier to the state coutt judge with instructions to dismiss the ¢case. This matter is now closed.

Federal Citizens Suifs
There are currently five cases fied in various North Carolina federal courts related to the Riverbend, Sutton, Cape Fear, H.F. Lee and Buck plants.

On June 11, 2013, Catawba Riverkeeper Foundation, Inc. {Catawba Riverkeeper) filed a separate action in the United States Court for the Western District of North Carolina.
The laws uit contends the state enforcement action discussed above does not adequately address issues raised in Catawba Riverkeeper’s notice of intent to sue refating to the
Riverbend Steam Station. On April 11, 2014, the Court denied Catawba Riverkeeper's objections to the Magistrate Judge's recommendation that plaintiff's case be dismissed as
well s Ouke Energy Carofinas’ motion to dismiss. On August 13, 2015, the court issued an arder suspending all proceedings until further order fram the court.

On September 12, 2013, Cape Fear River Watch, Inc., Sierra Club and Waterkeeper Alliance filed a gitizen suit in the Federal District Court for the Eastern District of North
Carolina. The lawsuit alleges unpermitted discharges to surface water and groundwater violations at the Sutton Flant. On June 8, 2014, the court granted Duke Energy
Progress' request to dismiss the groundwater cfaims but rejected its request to dismiss the surface water claims, In response te a motion filed by the SELC, on August 1, 2014,
the court modified the original June 9 order to dismiss only the plaintiffs federal law claim based on hydrologic connections at Sutton Lake. The claims rejated te the alleged state
court viclations of the permits are back in the case. On August 26, 2015, the court suspended the proceedings until further order from the court.

On September 3, 2014, three citizen suits were filed by various environmental groups: (i) a citizen suit in the United States Court for the Middle District of North Carolina alleging
unpermitted discharges to surface water and groundwater violations at the Cape Fear Plant; (i) in the United States Court for the Eastern District of Nerth Carolina alleging
unpermitted discharges to surface water and groundwater violations at the H.F., Lee Plant; and (i) in the United States Court for the Middie District of Morth Carolina alleging
unpermitted discharges to surface water and groundwater violations at the Buck Steam Station. Motions to Stay or Dismiss the proceedings were filed in each of the three
cases. The proceedings related to Cape Fear and H.F. Les have been stayed. On October 20, 2015, the court issued an order denying the mations in the Buck proceedings.
Duke Energy Carolinas’ motion seeking appeliate review of the District Court's decision was denied on January 29, 2016,

Itis not possible to predict whether Duke Energy Carolinas ar Duke Energy Progress wil incur any liability or to estimaie the damages, if any, they might incur in connection with
these matters,

North Carolina Ash Basin Grand Jury Investigation

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

On February 20, 2015, Duke Energy Carolinas, Duke Energy Progress and Duke Energy Business Services LLC (DEBS), a wholly owned subsidiary of Duke Energy, each
entered into Plea Agreements in connection with the investigation initiated by the United States Department of Justice Environmental Crimes Section and the United States
Attorneys for the Eastern District of North Carolina, the Middle District of North Carolina and the Western District of North Carolina (collectively, USDOJ}. On May 14, 2015, the
United States District Court for the Eastern District of North Carolina approved the Plea Agreements.
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Under the Plea Agreements, DEBS and Duke Energy Progress pleaded guilty to four misdemeanar CWA violations related to viclations at Duke Energy Progress' H.F. Lee
Steam Electric Plant, Cape Fear Steam Electric Plant and Ashevile Steam Electric Generating Plant. Duke Energy Carolinas and DEBS pleaded guiky to five misdemeanor CWA
violations refated to violations at Duke Energy Carolinas’ Dan River Steam Station and Riverbend Steam Station, DEBS, Duke Energy Carofinas and Duke Energy Progress alse
agreed {1} to a five-year probation period, (fi) to pay a ttal of approximatety $88 milion in fines and restitution and $34 milion for community service and mitigation {the
Paymenis}, (iil} to fund and establish environmenta! compliance plans subject to the oversight of a couri-appointed monitor in addition to certain other conditions set out in the
Plea Agreements. Duke Energy Carolinas and Duke Energy Progress also agree to each maintain $250 million under their Master Credit Facility as security to meet their
ohiigations under the Plsa Agreements. Payments under the Plea Agreements will be borne by shareholders and are not tax deductible, Duke Energy Corporation has agreed to
issue a guarantee of all payments and performance due from DEBS, Duke Energy Carolinas and Duke Energy Progress, including but not imited o payments for fines,
restitution, community sarvice, mitigation and the funding of, and abligations under, the environmental compliance plans, As a result of the Plea Agreements, Duke Energy
Carolinas and Duke Ensargy Progress recognized charges of $72 million and $30 milion, respectively, in Operation, maintenance and other on the Consaolidated Statements of
Operations and Comprehensive Income during 2014. Payment of the amounts relating to fines and restitution were made between May and July 2015. The Plea Agreements do
not cover pending civil claims related to the Dan River coal ash release and operations at other North Carolina coal plants,

On May 14, 20185, Duke Energy reached an Interim Administrative Agreement with the U.S. Environmental Protection Agency Office of Suspension and Debarment that avoids
debarment of DEBS, Duke Energy Carolinas or Duke Energy Progress with respect to all active generating facilties. The Interim Administrative Agreement imposes a pumber of
requirements relating to environmental and ethical compliance, subject to the oversight of an independent monitor.

Potential Groundwater Confamination Claims

Beginning in May 2015, a number of residents living in the vicinity of the North Carolina facilties with ash basins received letters from NCDEQ advising them not to drink water
from the private wells on their land tested by NCDEQ as the samples were found to have certain substances at levels higher than the criteria set by the North Carolina
Department of Health and Human Services (DHMS). The criteria, in some cases, are considerably more stringent than federal drinking water standards established to protect
human health and welfare. The Coal Ash Act requires additional groundwater monitoring and assessments for each of the 14 coal-fired plants in North Carolina, including
sampling of private water supply wells. The data gathered through these Comprehensive Site Assessments (CSAs) wil be used by NCDEQ to determine whether the water
quality of these private water supply wells has been adversely impacted by the ash basins. Duke Energy has submitted CSAs documenting the results of extensive
groundwater monitoring around coal ash basins at all 14 of the plants with coal ash basins. Generally, the data gathered through the installation of new monitoring wells and soil
and water samples across the state have been consistent with historical data provided to state regulators over many years. The DHHS and NCDEGQ sent follow-up letters on
October 15, 2015, 1o residents near ¢oal ash basins wha have had their wells tested, stating that private well samplings at a considerable distance from coal ash
impoundments, as well as some municipal water supplies, contain similar levels of vanadium and hexavalent chromium which leads investigators to believe these constituents
are naturally occurring. it is not possible to estimate the maximum exposura of ioss, if any, that may occur in connection with claims which might be made by these residents.

Duke Energy Carolinas
New Source Review

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

In 2000, the government sued Duke Energy Carolinas in the U.S. District Cowrt in Greensboro, Narth Carolina, claiming NSR violations for 29 projects performed at 25 of Duke
Energy Carclinas’ coal-fired units, Duke Energy Carolinas asserted there were no CAA violations because the applicable regulations do not require NSR permitting in cases
where the projects undertaken are routine or otherwise do not result in an increase in emissions. In 2011, the parties fled a stipulation agreseing to dismiss with prejudice all but
13 clims at 13 generating units, 11 of which have since been retired. On Qctober 20, 2015, the Court approved and entered a consent decree to resolve this matter. Under the
consent decree, Duke Energy Carclinas wil retire by the end of 2024, the remaining units at the Allen plant that are part of the Itigation as well as a third unit that is not part of
the [itigation. Prior o closure, Duke Energy Carolinas wil comply with new, lower emissions limits at the Allen units named in the litigation. Additionally, Duke Energy Carolinas will
spend approximalely $4 milfion on environmenial projects and donations and pay a civit penalty of $975 thousand. This matter is now closed.

Asbestos-related Injuries and Damages Claims

Duke Energy Caralinas has experienced numerous claims for indemnification and medical cost reimbursement related to asbestos exposure. These claims relate to damages
for bodily injuries alleged to have arisen from exposure to or use of asbestos in connection with construction and maintenance activities conducted on its electric generation
plants prior to 1985, As of December 31, 2015, there were 156 asseried claims for non-malignant cases with the cumulative relief scught of up to $37 milion, and 70 asserted
claims for malignant cases with the cumulative relief sought of up to $11 milion. Based on Duke Energy Carolinas’ experience, it is expected that the ultimate resolution of most
of these claims likely will be less than the amount claimed.
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Duke Energy Carolinas has recognized asbestos-refated reserves of $536 milion and $575 milion at December 31, 2015 and 2014, respectively. These reserves are classified
in Other within Deferred Cradits and Other Liablities and Other within Current Liabilties on the Consclidated Balance Sheets, These reserves are based upon the minimum
amaunt of the range of lass for current and future asbestas claims through 2033, are recorded an an undiscounted basis and incorperate anticipated inflation, In light of the
uncertainties inherent in a longer-term forecast, management does not believe they can reasonably estimate the indemnity and medical costs that might be incurred after 2033
related to such potential claims. It is possible Duke Energy Carolinas may incur asbestos liabilties in excess of the recorded reserves.

Duke Energy Carolinas has third-party insurance o cover certain losses related to asbestos-related injuries and damages above an eggregate sell-insured retention. Duke
Energy Carolinas' cumulative payments began to exgeed the self-insurance retention in 2008, Future payments up to the palicy limit will be reimbursed by the third-party
insurance carrier. The insurance policy limit for potential future insurance recoveries indemnification and medical cost claim payments is $847 milion in excess of the self-
insured retention, Receivables for insurance recoveries were $599 milion and $616 million at December 31, 2015 and 2014, respectively. These amounts are classified in Other
within investments and Other Assets an¢ Receivables on the Consolidated Balance Sheets. Duke Energy Carolinas is not aware of any uncertainties regarding the legat
sufficiency of insurance glaims. Duke Energy Carolinas believes the insurance recovery asset is probable of recovery as the insurance carrier confinues to have a strong
financial strength rating.

Duke Energy Progress and Duke Energy Florida
Spent Nuciear Fuel Matters

On December 12, 2011, Duke Energy Progress and Duke Energy Florida sued the United States in the U.S. Court of Federal Claims. The kawsuit claimed the Department of
Energy breached a contract in failing to accept spent nuclear fuef under the Nuclear Waste Policy Act of 1982 and asserted damages for the cost of on-site storage. Duke
Energy Progress and Duke Energy Florida asserted damages for the period January 1, 2006 through December 31, 2010. Claims for all periods prior to 2006 have been
resoived. On March 24, 2014, the U.S, Court of Federal Claims issued a judgment in faver of Duke Energy Progress and Duke Energy Florida on this matier, awarding amounts
of $83 milkon and $21 million, respectively. The majority of the awards were recorded as a reduction to capital costs associated with construction of on-site storage facilities.
Duke Energy Progress and Duke Energy Florida received payment of the award in September 2014, On October 16, 2014, Duke Energy Progress and Duke Energy Florida
filed a new action for costs ingurred from 2011 through 2013 of $48 million and $25 miliion, respectively,

Duke Energy Florida
Class Action Lawsuit

On February 22, 2016, Newton, et al v. Duke Energy Florida, LLC and Florida Power & Light Company, was filed in the U.S. District Court for the Southern District of Florida on
hehalf of a putative class of Duke Energy Florida and Florida Power & Light Company’s customers in Florida. Plaintiffs alege that Florida’s Nuclear Cost Recovery Statutes ace
unconstitutional and are pre-empted by federal law. Duke Energy Florida has not yet been served with the lawsuit.

Westinghouse Contract Litigation

On March 28, 2014, Duke Energy Florida filed a lawsuit against Westinghouse in the U.S, District Court far the Western District of North Carolina. The lawsuit seeks recovery of
$54 million in milestone payments in excess of work performed under the terminated EPC for Levy as well as a determination by the court of the amounts due to Westinghouse
as a resuit of the termination of the EPC. Duke Energy Florida recognized an exit obligation as a result of the termination of the EPC contract.

On March 31, 2014, Westinghouse filed a lawsuit against Duke Energy Florida in U.S. District Court for the Western District of Pennsylvania. The Pennsylvania awsuit alleged
damages under the EPC in excass of $510 millian for engingearing and design work, costs to end supplier contracts and an alleged termination fee.

On June 8, 2014, the judge in the North Carolina case ruled that the litigation will proceed in the Western District of North Carolina. In November 2014, Westinghouse filed a
Motion for Partial Judgment on the pleadings, which was denied on March 30, 2015. The case is 1o be ready for trial on September 19, 2016, It is not possible to predict the
autcame of the litigation, whether Duke Energy Florida will uitimately have any liability for terminating the EPC contract or to estimate the damagss, if any, & might incur in
connection with these matters, Ultimate resolution of these matters could have a material effect on the resutts of operations, financial position or ¢ash flows of Duke Energy
Florida. However, appropriate regulatory recovery will be pursued for the retail portion of any ¢osts incurred in connection with such resolution.

Duke Energy Ohio
Antitrust Lawsuit

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

On Qctober 21, 2015, the parties received preliminary court approval for a settlement agreement. A liligation settlement reserve was recorded for the full amount of $81 milion
and classified in Othar within Current Liabiities on Duke Energy Chio's Consclidated Balance Sheets as of December 31, 2015. Duke Energy Ohio recognized the full amount in
{Loss) Income From Discontinued Operations, net of tax in the Consolidated Stafements of Operations and Comprehensive Income for the twelve months ended Dacember 31,
2015. A hearing to consider objections to the settlement is scheduled for April 2016.
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See Note 2 for further discussion on the Midwest Generation Exit,
W.C, Beckjord Fuel Release

On August 18, 2014, approximately 9,000 gailons of fuel oil were inadvertentiy discharged into the Ohio River during a fuel oit transfer at the W.C. Beckjord generating station,
The Ohio Environmental Protection Agency (Qhio EPA} issued a Notice of Violation related o the discharge. Duke Energy Ohio is ¢ooperating with the Ohio EPA, the EPA and
the U.S. Attorney for the Southern District of Ohio. No Natice of Violation has been issued by the EPA and no penalty has been assessed. Total repair and remediation costs
related to the release were not material. Other costs related to the release, including state or federal ¢ivil or criminal enforcement proceedings, cannot be reasonably estimated
at this time.

Duke Energy Indiana
Edwardsport IGCC

On December 11, 2012, Duke Energy Indiana filed an arbitration action against General Electric Company and Bechtel Corporation in connection with their work at the
Edwardsport IGCC facility. Duke Energy Indiana sought damages equaling scme or all of the additional costs incurred in the construction of the project not recovered at the
IURC. The arbitration hearing concluded in December 2014. On May 8, 2015, the arbitration panel issued its final decision unanimously dismissing all of Duke Energy Indiana’s
claims. This ruling resclves all outstanding issues in the arbitration.

Other L-itigation and Legal Proceedings

The Duke Energy Registrants are involved in other legal, tax and regulatory proceedings arising in the ordinary course of business, some of which involve significant amounts.
The Duke Energy Registrants believe the final disposition of these proceedings will not have a material effect on their results of operations, cash flows or financial position.

The table below presents recorded reserves based on management’s best estimate of probable loss for legal matters, excluding asbestos-related reserves and the exit
obligation discussed above related to the termination of an EPC contraci. Reserves are classified on the Consolidated Balance Sheets in Other within Deferred Credits and
Other Liabilities and Accounts payable and Other within Current Liabilities. The reasonably possible range of loss in excess of recorded reserves is not material, other than as
described above.

December 31,

{in millions) 2015 2014
Reserves for Legal Matters

Duke Energy $ 166 §$ 323
Duke Energy Carglinas 11 72
Progress Energy 54 93
Duke Energy Progress 8 37
Duke Energy Florida k1| 36
Duke Energy Ohio 80 —

OTHER COMMITMENTS AND CONTINGENCIES
General

As part of their normal business, the Duke Energy Registrants are party o various financial guarantees, performance guarantees and other contractual commitments to extend
guarantees of credit and other assistance to various subsidiaries, investees and other third parties. These guarantees involve elements of performance and credit risk, which
are not fully recognized on the Consolidated Balance Sheets and have unlimited maximum potential payments. However, the Duke Energy Reglsirants do not believe these
guarantees will have a material effect on their results of operations, cash flows or financial position.

Purchase Obligations

Purchased Power

Duke Energy Progress and Duke Energy Florida have ongoing purchased power contracts, including renewable energy contracts, with other utilities, wholesale marketers, co-
generators, and qualified fagiities. These purchased power contracts generaliy provide for capacity and energy payments, In addition, Duke Energy Progress and Duke Energy
Florida have various contracts o secure transmission rights.

The follpwing table presents executory purchased power contracts with terms exceeding one year, excluding contracts classified as leases.

Minimum Purchase Amount at December 31, 2015

Contract
{in miflions) Expiration 2016 2017 2018 2019 2020 Thereafter Total
Duke Energy Progress®) 2018-2031 § 54 $ 60 § 61 % 62 § 49 & B3 3 649
Duke Energy Florida® 2021-2043 305 345 360 377 394 1,591 3.372
Duke Energy Ohiofexd 2017-2018 236 195 59 — — — 430
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(a) Coniracts represent between 15 percent and 100 percent of net plant autput,
(b) Contracts represent between 80 percent and 100 percent of net plant output,
{¢) Contracts represent between 1 percent and 11 percent of net plant gutput.

{d) Excludes purchase power agreernent with OVEC. See Note 17 for additonal information.

Operating and Capital Lease Commitments

The Duke Energy Registrants lease office buildings, railcars, vehicles, computer equipment and cther property and equipment with various terms and expiration dates.
Additianally, Duke Energy Progress has a capital lease related to firm gas pipeline transportation capacity. Duke Energy Progress and Duke Energy Florida have entered inlo
certain purchased power agreements, which are classified as leases. Consolidated capitalized lease obligations are classified as Long-Term Debt or Other within Current
Liabilties on the Consolilated Balance Sheets. Amortization of assets recorded under capital leases is ingluded in Depreciation and amortization and Fuel used in electric

generation — regulated on the Consolidated Statements of Operations.

The faliowing table presents rental expense for operating leases. These amounts are included in Operation, maintenance and other on the Consolidated Statements of

Operations.,
Years Ended December 31,
(in millions} 2015 2014 2013
Duke Energy $ 313 % 3% % 321
Duke Energy Carolinas 41 41 39
Progress Energy 230 257 225
Duke Energy Progress 149 161 153
Cuke Energy Florida 81 a5 72
Duke Energy Ohio 13 17 14
Duke Energy Indiana 20 21 22
The following table presems future minimurn lease paymens under operating ieases, which at inception had a non-gancelable term of more than one year.
December 31, 2015
Duke Duke Duke Duke Duke

Duka Energy Progress Energy Energy Energy Energy
(in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
2016 5 219 $ " % 132 % 66 $ 66 § 13 20
2017 182 33 11 63 48 9 15
2018 161 24 108 61 47 6 12
2019 146 21 102 56 46 4 8
2020 127 16 92 48 45 3
Thereafter 864 51 622 365 257 5 8
Total $ 1699 % 186 § 1,168 § 659 §$ 509 % 40 68
The following table presents future minimum lease payments under capital leases.

December 31, 2015
Duke Duke Duke Duke Duke

Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy Carolinas Energy Progress Florida Ohio Indiana
2016 $ 173 8 6 % 46 & 20 % % % 7 3
2017 17 [ 46 21 25 1 1
2018 180 ] 46 21 25 5 2
2019 178 6 45 22 25 1 1
2020 182 5 46 21 25 - 1
Thereafter 1,176 30 367 272 95 1 43
Minimum annuat payments 2,060 59 596 377 Fry ) 15 51
Less: amount representing interest (T24) {35) (295) {230) (65) (2} (38)
Total $ 1,33 § 24 % M ¢ 147 § 156 $ 13 13
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6. DEBT AND CREDIT FACILITIES
Summary of Debt and Related Terms

The following tables summarize outstanding debt.

December 31, 2015
Weighted

Average Duke Duke Duke Duke Buke

Interest Duke Energy  Progress Energy Energy Energy Energy
(in millions) Rate Energy Carolinas Energy  Progress Florida Ohio thdiana
Unsecured debt, maturing 2016 - 2073 499% $ 13392 § 1,152 § 3,850 % — % 150 $ 765 § 740
Secured debt, maturing 2016 - 2037 2.57% 2,635 425 479 254 225 — —
First morigage bonds, maturing 2016 - 2045} 4.74% 18,980 6,161 9,750 5975 3,775 750 2,319
Capital leases, maturing 2016 - 20514 5.38% 1,336 24 300 144 156 13 14
Tax-exempt bonds, maturing 2017 - 2041« 2.59% 1,053 355 48 48 — 77 572
Nates payable and commercial paper€! 0.88% 4,258 —_ —_ — — — —
Money poolfiintercompany borrowings - 300 1,458 359 813 128 150
Fair value hedge carrying value adjustment 6 [} —_ — — —_ -—
Unamortized debt discaunt and premium, net® 1,712 (17 (28) (16) (8 {28) (8
Unamartized debt issuance costs® (170) {39) (85) 37 (32) {4) (19)
Total debt 4.25% 5 43202 % 8367 $ 15772 % 6,727 $ 5079 § 1,701 § 3,768
Short-term notes payable and commercial paper {3,633) —_ — — — — —
Short-term money paolfintercompany borrawings - — {1,308) {209) (813) (103) —
Current maturiies of long-term debt® (2,074) (356) {315) (2) {13) (106) {547}
Tota! long-term debt® $ 37495 § 8011 § 14149 $ 6,516 §$ 4,253 § 1,492 % 3221
(a) Substantially all electric utility property is morigaged under mortgage bond indentures.
o) Duke Energy includes $114 milfon and $731 milion of caphtal lease purchase accounting adjustments relatet 1o Duke Energy Progress and Duke Energy Florida,

respectively, related to power purchase agreements that are not accounted for as capital leases in their respective financial statements because of grandfathering
provisions in GAAP.

{c) Substantially all tax-exempt bonds are secured by first mortgage bonds or letters of credit.

{d) Inclucles $625 million that was classified as Long-Term Debt on the Consolidated Balance Sheets due to the existence of long-term credit facilities that back-stop
these commercial paper balances, along with Duke Energy’s ability and intent to refinance these balances on a long-term basis. The welghted average days to
maturity for commercial paper was 15 days.

(e) Duke Energy includes $1,798 milion in purchase accounting adjusiments related to the merger with Progress Energy.
{n Duke Energy includes $58 milion in purchase accounting adjustments primarily related to the merger with Progress Energy.
(g} Refer to Note 17 for additional information on amounts from consofidated VIEs.
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December 31, 2014

Weighted

Average Duke Duke Duke Duke Duke

Interest Duke Energy  Progress Energy Energy Energy Energy
{in millions} Rate Energy Carolinas Energy Progress Florida Ohio Indiana
Unsecured debt, maturing 2015 - 2073 492% $ 12937 § 1,185 § 3,850 § — 8 150 $ 773 742
Secured debt, maturing 2016 - 2037 . 2.50% 2,806 400 525 300 225 — —
First morigage bonds, maturing 2015 - 2044® 4. 76% 49,180 5,161 3,800 5,475 4,325 800 2,318
Capital leases, maturing 2015 - 2051% 5.30% 1428 27 314 146 168 20 16
Tax-exempt bonds, maturing 2015 - 20416 2.13% 1,206 355 291 291 — 77 573
Notes payable and commercial paperid) 0.70% 2,989 — — — o — —
Moeney poolfintercompany borrowings —_ 300 835 —_ 84 516 221
Fair value hedge carrying value adjustment 8 8 — — - — —
Unamortized debt discount and premium, natte! 1,890 (15) (26} (11 (8} {29) L&)
Unamortized debs issuance costs (152) {38} (86) {31} (37} (6) (22)
Totai debt 429% $ 42382 % 8353 & 15503 % 6,170 % 4907 § 2,251 3,840
Short-term notes payable and commercial paper {2,514) — — —_ — — —
Short-term money pootintercompany borrowings — - (835) — {84) {491) [¥k))
Current maturities of long-term debi® (2,807) {507) {1,507) {945} {562) (157} (5)
Total long-term debt!® $ 37061 $ 7.846 $ 13,161 % 5225 § 4261 § 1603 § 3,764
{a) Substantially all electric utility property is mortgaged under mertgage bond indentures.
()] Duke Energy includes $129 millon and $787 milion of capital lease purchase accounting adjustments related to Duke Energy Progress and Duke Energy Flarida,

respectively, related to power purchase agreements that are not accounted for as capital leases in their respective financial statements because of grandfathering

provisions in GAAP.
(c) Substantially all tax-exempt bonds are secured by first mortgage bonds or letters of credit.

{d) Includes $475 million that was classified as Long-Term Debt on the Consolidated Balance Sheets due to the existence of long-term credit facilities that back-stop
these commercial paper balances, along with Duke Energy’s ability and intent to refinance these balances on a long-term basis. The weighted average days ‘o

maturity for commercial paper was 27 days.

(e} Duke Energy incrdes $1,975 million in purchase accounting adjustments related io the merger with Progress Energy.
4]

Refer to Note 17 for additional information on amounts from consolidated VIEs,

Current Maturities of Long-Term Debt

The fallowing table shows the significant components of Current maturities of long-term debt on the Consolidated Balance Sheets. The Duke Energy Registrants currently

anticipate satisfying these obligations with cash on hand and proceeds from additional borrowings,

{in millions) Maturity Date Interest Rate December 31, 2015
Unsecured Debt

Progress Energy (Parent} January 2016 5.625% $ 300
Duke Energy Indiana June 2018 6.05% 325
Duke Energy (Parent} November 2016 2.150% 500
First Mortgage Bonds

Duke Energy Indiana July 2016 0.670% 150
Duke Energy Carolinas December 2016 1.750% 350
Qther 449
Current maturities of fong-term debt $ 2,074
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Maturities and Call Options

The following table shows the annual maturities of long-term debt for the next five years and thereafter. Amounts presented exclude short-term notes payable and commercial
paper and money podl borrowings for the Subsidiary Registrants.

December 31, 2015

Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions) Energy@ Carolinas Energy Progress Florida Chie Indiana
2016 $ 2074 § 356 % 315 $ 2 % 13 8 106 § 547
2017 2,468 118 923 446 482 1 2
2018 3441 1,629 510 — 512 5 3
2019 3,022 5 1,667 855 14 552 63
2020 209 755 415 152 265 25 653
Thereafter 24,616 5,507 10,634 5,063 2,980 909 2,500
Total long-term debt, including current maturites  § 37,7112 $ 8,367 & 14,464 $ 6518 § 4,266 % 1,508 % 3,768
(a} Excludes $1,857 million in purchase accounting adjustments related to the merger with Progress Energy.

The Duke Energy Registrants have the ability under certain debt facilities to call and repay the obligation prior to its scheduled matusity. Therefore, the actual timing of future
cash repayments could be materially different than as presented above.

Short-Term Obligations Classified as Long-Term Debt

Tax-exempt bords that may be put to the Duke Energy Registrants at the aption of the holder and certain commercial paper issuances and money pool borrowings are
classified as Long-Term Debt on the Consolidated Balance Sheets. These tax-exempt bonds, commercial paper issuances and money pool borrowings, which are short-term
obligations by nalure, are classified as long term due to Duke Energy’s intent and ability 1o utilize such borrowings as long-term financing. As Duke Energy’s Master Credit
Faciity and other bilateral letter of credit agreements have non-cancelable terms in excess of one year as of the balance sheet date, Duke Energy has the ability to refinance
these shart-term obligations on a long-term basis. The following tables show short-term obligations classified as long-term debt.

December 31, 2015

Puke Duke Duke Duke

Duke Energy Energy Energy Energy

(in millions) Energy Carolinas Progress Ohio Indiana
Tax-gxempt bonds $ 347§ 3B 0§ - % 27 8 285
Comnercial papertal 625 300 150 25 150
Total $ 972 § 335 § 150 § 52§ 435

December 31, 2014

Duke Duke Duke
Duke Energy Energy Energy
(in millions) Energy Carolinas Ohio Indiana
Tax-exempt bonds $ 47 3 3B 0§ 27 % 285
Commercial paper 475 300 25 150
Secured debi®? 200 — — —
Total $ 1022 % 33 % 52 % 435
(a) Progress Energy amounts are equal to Duke Energy Progress amounts.
{b) In December 2015, Duke Energy used cash held by the lender to repay debt. Instrement had a term of less than one year with the right to extend the maturity date for

additional one-year periods with a final maturity date no later than December 2026.
Summary of Significant Debt [ssuances
In January 2016, Duke Energy Kentucky issued $95 milion of unsecured debentures, of which $45 milion carry a fixed interest rate of 3.42 percent and mature January 15,

2026 and $50 milion carry a fixed interest rate of 4.45 percent and mature January 15, 2046. Proceeds will primarily be used io refinance existing debt, including money pool
borrowings, capital expenditures and for general carporate purposes.
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The following tables summarize significant debt issuances (in milions).

Year Ended December 31, 2015

Duke Duke Duke
Maturity Interest Duke Energy Energy Energy
issuance Date Date Rate Energy [Parent) Carolinas Progress
Unsecured Debt
November 2015@)b) April 2024 3.750% % 400 § 400 $ -  $ et
November 2015kxb) December 2045 4.800% €00 600 — —
First Mortgage Bonds
March 20156} June 2045 3.750% 500 -— 500 —
August 201565 August 2025 3.250% 500 — — 500
August 2015@K9) August 2045 4,200% 700 — —_ 700
Total issuances $ 2700 % 1,000 $ 500 § 1,200
(a) Froceeds were used to repay short-term money pool and commercial paper borrowing issued to fund a partion of the NCEMPA acquisition, see Note 2 for further
{b) grfg::rg:g:mere used to refinance at maturity $300 million of unsecured notes at Progress Energy due January 2016.
{c) Proceeds were used to redeem at maturity $500 million of first morigage bonds due October 2015,
(d) Proceeds were used to refinance at maturity $400 million of first mortgage bonds due Degember 2015.
Year Ended December 31, 2014
Duke Duke Duke
Maturity Interest Duke Energy Energy Energy
Issuance Date Date Rate Energy {Parent) Progress Florida
insecured Debt
April 2014@) April 2024 3.750% $ 600 § 600 % — % -
Aprif 2014@%) April 2017 0.613% 400 400 — —
June 2014t} May 2019 11.970% 108 — — —
Jung 20146 May 2021 13.680% 110 — —_ —
Secured Debt
Margch 2074 March 2017 0.863% 225 —_ — 225
July 2014t July 2036 5.340% 129 — — —
First Mortgage Bonds
tarch 2014 March 2044 4.375% 400 — 400 —
March 2014} March 2017 0.435% 250 — 250 —
November 2014® Decamber 2044 4.150% 500 — 500 —
November 20{4@m November 2017 . 0.432% 200 ~— 200 —
Total lssuances $ 2922 § 1,000 % 1,350 & 225
(a) Proceeds were used to redeem $402 million of tax-exempt bonds at Duke Energy Ohio, the repayment of outstanding commercial paper and for general corporate
purposes. See Note 13 for additional information refated to the redemption of Duke Energy Ohio's tax-exempt bonds.
{1 The debt is floating rate based on three-month Londen Interbank Offered Rate (LIBOR) plus a fixed credit spread of 38 basis points,
(c) Procgeds were used to repay $196 milion of debt for International Energy and for general corporate purposes. The interest rates Include country specific risk
{d) g?ler;:mi' the securltization of accounts receivable at a subsidiary of Duke Energy Florida. Proceeds were used to repay short-term borrowings under the
intercompany money pool borrowing arrangement and for general corporate purposes. See Note 17 for further details.
{e} Proceeds were used {o fund a portion of Duke Energy's prior investment in the existing Wind Star renewables portfolio.
(f Praceeds were used to repay short-term borrowings under the intercompany money pool borrawing arrangement and for general corporate purposes.
(g) The debt is fioating rate based on three-month LIBOR plus a fixed credit spread of 20 basis points,
h) Proceeds were used to redeem $450 million of tax-exempt bands, repay short-term borrowings under the intercompany money pool borrowing arrangement and for

general corporate purposes.
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Available Credit Facilities

Duke Energy has a Master Credit Faciity with 2 capacity of $7.5 bilion through January 2020. The Duke Energy Registrants, excluding Progress Energy (Parent}, have
borrowing capacity under the Master Credit Facility up to specified sublimits for each borrower. Duke Energy has the unilateral ablity at any time to increase or decrease the
borrowing sublimits of each borrower, subject to a maximum sublimit for each borrower. The amount available under the Master Credit Facility has been reduced to backstop
the issuances of commercial paper, certain letters of credit and variable-rate demand tax-exempt bonds that may be put to the Duke Energy Registrants at the option of the
holder and as security {0 meet obligations under the Plea Agreements. The table below includes the current borrawing sublimits and available capacity under the Master Credit
Facility.

December 31, 2015
Duke Duke Duke Duke Duke Duke
Duke Energy Energy Energy Energy Energy Energy

(in millions) Energy (Parent) Carolinas Progress Florida Ohio Indiana
Facilty sizet® $ 7,500 § 3475 § 800 % 1,000 § 1,200 $ 425 % 600
Redugtion to backsiop issuances

Commercial paper®} (3,138) {1.531) (300) (333) (709) (115) {150)

Qutstanding letlers of credit (72) {65) (4} (2) (1) — —

Tax-exempt hands (116} — {35) — -— - [€:3))]
Coal ash set-asidete (500) — (250) (250} _— - —
Available capacity $ 3674 $ 1,878 $ 211§ 45 $ 490 § 310 $ 369
(a) Represents the sublimit of each borrower.
{b) Duke Energy issued $625 milion of commercial paper and loaned the proceeds through the money pootf to Duke Energy Carolinas, Duke Energy Progress, Duke

Energy Obio and Duke Energy Indiana. The balances are classified as Long-Term Debt Payable to Affiiated Companies in the Consolidated Balance Sheets,

{c) On May 14, 2015, the United States District Court for the Eastern District of North Caralina approved the separate Plea Agreements entered into by Duke Energy

Carglinas, Duke Energy Progress and DEBS, a wholly owned subsidiary of Duke Energy, in connection with the investigation initiated by the USDOJ. Duke Energy
Carolinas and Duke Energy Progress are required o each maintain $250 milion of avallable capacity under the Master Credit Facility as security to meet their
obligations under the Plea Agreements, in addition 1o certain other conditions. See Note 5 for further details.

In connection with the Merger Agreement with Piedmont, Duke Energy entered into a $4.9 bilion senior unsecured bridge financing facility (Bridge Facility) with Barclays Capital,
Inc. (Barclays}. The Bridge Facilty, if drawn upon, may be used (i} to fund the cash consideration for the transaction and (i} to pay certain fees and expenses in connection
with the transaction. In November 2015, Barclays syndicated its commitment under the Bridge Facility ta a broader group of lenders. Duke Energy intends to finance the
transaction with proceeds raised through the issuance of debt, equity, and other sources and, therefore, does not expect to draw upon the Bridge Facility. See Note 2 for further
details.

On February 22, 2016, Duke Energy entered into a six months term loan facility {Term Loan) with commitments totaling $1 bilion o provide additional flexibility in managing
short-term liquidity. The Term Loan can be drawn upon in a single borrowing of up fo $1 billion, which must occur no later than 45 calendar days following February 22, 2016. As
of February 24, 2016, n¢ amounts have been drawn under the Term Loan. Amounts drawn under this facility, if any, will be due on August 19, 2016. The terms and conditions
of this Term Loan are generally consistent with those governing the Master Credit Facility discussed above.

Other Debt Matters
Duke Energy Florida expects to issue $1.3 billion of securitization bonds related to Crystal River Unit 3 in the first half of 2016. See Note 4 for additional detais.

In September 2013, Duke Energy filed a registration statement (Form $-3) with the Securities and Exchange Commission (SEC). Under this Form S-3, which is uncapped, the
Duke Energy Registrants, excluding Progress Energy, 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.

Duke Energy has an efiective Form 5-3 with the SEC to sell up to $3 billion of variable denomination floating-rate demand notes, called PremierMotes. The Form S-3 states that
ne mare than $1.5 bilion of the notes will be outstanding at any particular time. The notes are offered on a continuous basis and bear Interest at a floating rate per annum
determined by the Duke Energy PremierNotes Committes, 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 or in part by Duke Energy or at the investor's
coption at any time. The balance as of December 31, 2015 and 2014 was $1,121 milion and $968 milion, respectively. The notes are short-term debt obligations of Duke Energy
and are reflected as Notes payable and commercial paper on Duke Energy's Consalidaled Balance Sheets.

At December 31, 2015 and 2014, $767 milion of debt issued by Duke Energy Carolinas was guaranteed by Duke Energy.
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Money Paol

The Subsidiary Registrants, excluding Progress Energy, receive support for their short-term borrowing needs through participation with Duke Energy and certain of its
subsidiaries in a money pool arrangement. Under this arrangement, those companies with short-term funds may provide shori-term loans to affiliates participating in this
arrangement. The money pool is structured such that the Subsidiary Registrants, excluding Progress Energy, separately manage their cash needs and waorking capital
requirements. Accordingly, there is no net settlement of receivables and payables between money pool participants. Duke Energy (Parent), may loan funds to its participating
subsidiaries, but may not borrow funds through the money pool. Accordingly, as the money pool activity is between Duke Energy and ks wholly owned subsidiaries, all money
pool balances are eliminated within Duke Energy's Consolidated Bafance Sheets.

Money pool receivable balances are reflected within Notes receivable from affiliated companies on the Subsidiary Registrants’ Consolidated Balance Sheets. Money pool
payable balances are refiected within either Notes payable to affiliated companies or Lang-Term Debt Payable to Affiiated Campanies on the Subsidiary Registrants’
Consolidated Balance Sheets.

Restrictive Debt Covenants

The Duke Energy Registrants’ debt and credit agreements contain various financial and other covenants. The Master Credit Faciity contains a covenant requiring the debi-to-
total capitalization ratio not exceed 65 percent for each borrower, Faillure to meet those covenants beyond applicable grace periods could result in accelerated due dates andior
termination of the agreements. As of Decamber 31, 2015, each of the Duke Energy Registrants were in compliance with all covenants related to their debt agreements. In
addition, some credit agreements may allow for acceleration of payments or termination of the agreements due to nonpayment, ar acceleration of other signficant indebtedness
of the borrower or some of its subsidiaries. None of the debt or credit agreements contain material adverse change clauses.

Other Loans

As of December 31, 2015 and 2014, Duke Energy had loans outstanding of $629 million, including $41 million at Duke Energy Progress and $603 milion, including $44 milion at
Duke Energy Pragress, respectively, against the cash surrender value of life insurance policies it owns on the lives of its executives. The amounts outstanding were carried as
a reduction of the related cash surrender value that is included in Other within Investments and Other Assets on the Consolidated Balance Sheets.

7. GUARANTEES AND INDEMNIFICATIONS

Duke Energy and Progress Energy have various financial and performance guarantees and indemnifications, which are issued in the normal course of business. As discussed
below, these contracts include performance guarantees, stand-by letters of credit, debt guarantees, surety bonds and indemnifications. Duke Energy and Frogress Energy
enter into these arrangements to faclitate commercial transactions with third parties by enhancing the value of the transaction to the third party. At December 31, 2015, Duke
Energy and Progress Energy do not believe conditions are likely for significant performance under these guarantees. To the extent liabilties are incurred as a result of the
activities covered by the guarantees, such fiabilities are included on the accompanying Consolidated Balance Sheets.

On January 2, 2007, Duke Energy completed the spin-off of its natural gas businesses to shareholders. Guarantees issued by Duke Energy or its affiiates, or assigned to
Duke Energy prior to the spin-off, remained with Duke Energy subsequent to the spin-off. Guarantees issued by Spectra Energy Capital, LLC, formerly known as Duke Capital
LLC, (Spectra Capital) or its affiiates prior to the spin-off remained with Spectra Capital subsequent to the spin-off, except for guarantees that were later assigned to Duke
Energy. Duke Energy has indemnified Spectra Capital against any losses incurred under certain of the guarantes abligations that remain with Spectra Capital. At December 31,
2015, the maximum potential amount of future payments associated with these guarantees was $205 milion, the majority of which expires by 2028,

Dike Energy has issued performance guarantees 1o customers and other third parties that guaraniee the payment and performance of other parties, including certain non-
wholly owned entities, as well as guarantees of debt of certain non-consolidated entities and less than wholly owned consolidated entities. If such entities were to default on
payments or performance, Duke Energy would be required under the guarantees to make payments on the obligations of the less than wholly owned entity. The maximum
potential amount of future payments required under these guarantees as of December 31, 2015, was $253 milion. Of this amcunt, $15 millien relates to guarantees issued on
behalf of less than whally owned consolidated entities, with the remainder related to guarantees issued on behalf of third parties and unconsolidated affiliates of Duke Energy. Of
the guarantees noted above, $112 million of the guarantees expire between 2016 and 2033, with the remaining parformance guarantees having no contractual expiration.

Duke Energy has guaranteed cerain issuers of surety bonds, obligating itseif 1o make payment upon the failure of a whelly ewned and former non-whally owned entity to henor
its obligations to a third party. Under these arrangements, Duke Energy has payment obligations that are triggered by a draw by the third party or customer due 1o the faiure of
the wholly owned or former non-whally owned entity to perform according to the terms of its underlying contract. At December 31, 2015, Duke Energy had guaranteed $47
million of outstanding surety bonds, most of which have no set expiration,

Duke Energy uses bank-issued stand-by letters of credit to secure the performance of wholly owned and non-whally owned entities to a third party or customer. Under these
arrangements, Duke Energy has payment obligations io the issuing bank which are triggered by a draw by the third party or customer due to the failure of the wholly owned or
non-wholly owned entity to perform according to the terms of its underlying contract. At December 31, 2015, Duke Energy had issued a total of $427 milion in letters of credit,
which expire between 2016 and 2020, The unused amount under these letters of credit was $58 miflion.

Duke Energy and Pragress Energy have issued indemnifications for certain asset performance, legal, tax and environmental matters to third parties, inciuding indemnifications
made in connection with sales of businesses. At December 31, 2015, the estimated maximum exposure for these indemnifications was $97 million, the majority of which expires
in 2017. Of this amount, $7 milion has no contractual expiration. For certain matters for which Pragress Energy receives timely notice, indemnity obligations may extend beyond
the notice period. Certain indemnifications related to discontinued operations have no limitations as to time or maximum potential future payments.
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The following table includes the liabilities recognized for the guarantees discussed above. These amounts are primarily recorded in Other within Deferred Credils and other
Liabililes on the Consolidated Balance Sheets. As current estimates change, additional losses related to guarantees and indemnifications to third parties, which cauld be
material, may be recorded by the Duke Energy Registrants in the future.

December 31,
2015 2014
Duke Energy $ 21 % 28
Progress Energy 7 13
Duke Energy Flarida 7 7

8. JOINT OWNERSHIP OF GENERATING AND TRANSMISSION FACILITIES

The Duke Energy Registrants maintain ownership interests in certain jintly owned generating and transmission facilities. The Duke Energy Registrants are entitled to a share of
the generating capacity and output of each unit equal to their respective ownership interesis, except as otherwise noted below. The Duke Energy Registrants pay their
awnership share of additional construction costs, fuel inventory purchases and operating expenses, except in certain instances where agreements have been executed o fimit
certain joint owners’ maximum expoesure to the additional casts, The Duke Energy Registrants share of revenues and operating costs of the jointly owned facilities is included
within the correspanding line in the Consolidated Staternents of Operations. Each participant in the jointly owned facilities must provide its own financing, except in certain
instanges where agreements have been executed to limit certain joint owners” maximum exposure to the additional costs,

The following table presents the Duke Energy Registrants' interest of jointly owned plant or faciities and amounts included con the Consolidated Balance Sheets. All facilties are
operated by the Duke Energy Registrants and are included in the Regulated Utilities segment unless otherwise noted.

Decamber 31,2015

Construction
Ownership Property, Plant Accumulated Work in
Interest and Equipment Depreciation Progress
Duke Energy Carolinas
Catawba Nuclear Station {units 1 and 2)@ 19.25% $ 926 % 567 § 9
Duke Energy Florida
Intercession Clty Plant (unit 11} {b) 24 15 —_
Duke Energy Chio
Transmission faciitiest Various 85 50 1
Duke Energy Indiana
Gibson Station (unit 5y 50.05% 329 151 5
Vermilliore: 62.5% 153 108 -
Transmission and local facilities) Various 4,094 1,688 —_
International Energy
Brazil — Canoas | and 110 47.2% 160 57 —
{a) Jointly owned with Morth Carolina Municipal Power Agency Number One, MCEMC and Piedmont Municipal Power Agency,
{b) Jointly owned with Georgia Power Company {GPC). GPC has exclusive rights to the output of the unit during the menths of June through September and pays all fuel

and water costs during this period. Duke Energy Florida pays all fuel and water costs during the remaining months. Other cosis are allocated 66.67 percent to Duke
Energy Fiorida and the remainder to GPC,

{c) Jointly owned with America Electric Power Generation Resources and The Dayton Power and Light Gompany.
)] Jointly owned with Wabash Valley Power Association, inc. {WVPA} and Indiana Municipal Power Agency.

{e) Jointly owned with WVPA,

N Jointly owned with Companhia Brasileira de Aluminio and included in the International segment.

On July 31, 2015, Duke Energy Progress completed the purchase of NCEMPA's ownership interests in jointly owned facilities. See Note 2 for additional information.

Duke Energy Florida owns 98.3 parcent interest in the retired Crystal River Unit 3 nuclear plant and is in the process of obtaining the remaining 1.7 percent interest from
Seminale Electric Cooperative. On Octaber 30, 2015, Duke Energy Florida completed the purchase of 6,52 percent ownership interest in Crystal River Unit 3 from the Florida
Municipal Joint Owners (FMJC) and settled other disputes for $55 milion. All costs associated with Crystal River Unit 3 are included within Regulatory assets on the
Consolidated Balance Sheets of Duke Energy, Progress Energy and Duke Energy Florida. See Note 4 for additional inforrmation.
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9. ASSET RETIREMENT OBLIGATIONS

Duke Energy records an asset retirement obligation (ARO) when it has a legal obligation to incur retirement costs associated with the retirement of a fong-lived asset and the
obligation can be reasonably estimated. Certain assets of the Duke Energy Registrants' have an indeterminate ife, such as transmission and distribution facilties, and thus the
fair value of the retirement obligation is not reasonably estimable. A liability for these asset retirement obligations will be recorded when a fair value is determinable.

The Duke Energy Registrants’ regulated operations accrue costs of removal far property that does not have an associated legal retirement obligation based on regulatory
orders from state commissions. These costs of removal are recorded as a regulatory fiability in accordance with regulatory accounting freatment. The Duke Energy Registrants
do not accrue the estimated cost of removal for any nonregulated assets. See Note 4 {or the estimated cost of removal for assets without an associated legal retirement
obligation, which are ingluded in Regulatory liabilities on the Consclidated Balance Sheets.

The following table presents the AROs recorded on the Consolidated Balance Sheets.

December 31, 2015

Duke Duke Duke Duke Duke

Duke Energy Progross Energy Energy Energy Energy

(in millions) Energy Carolinas Energy Progress Florida Ohio indiana
Decommissioning of Nuclear Power Faciities $ 5072 §% 4130 % 3093 % 2349 % 744 S — % -
Closure of Ash Impoundments 4,958 2,161 2,196 2,188 7 04 507
Otherfa ) 234 27 80 30 51 A 18
Total Asset retirement obligation $ 10,264 § 3918 § 5363 § 4567 § 802 $ 125 § 525
{a) Includes obligations related to asbestos remeval and the closure of certain landfils at fossil generation facilities. Duke Energy Ohio also includes AROs related to the

retirement of natural gas mains. Duke Energy also includes AROs related to the removal of renewable energy generation assets,
North Carolina and South Carolina Ash Impoundments

On September 20, 2014, the Coal Ash Act became [aw and was amended on June 24, 2015, by the Mountain Energy Act. The Coal Ash Act, as amended, (i) establishes a Coal
Ash Management Commission (Coal Ash Cemmission) to oversee handling of coal ash within the stats; (ii) prohibits construction of new and expansion of existing ash
impoundments and use of existing impoundments at retired facilties; (i) requires closure of ash impoundments at Duke Energy Progress' Asheville and Sutton plants and Duke
Energy Carolinas' Riverbend and Dan River stations no later than August 1, 2019 (the Mountain Energy Act provides for the potential extension of closure of the Asheville
impoundment until 2022); (iv} requires dry disposal of fly ash at active plants, excluding the Asheville Plant, not retired by December 31, 208; (v} requires dry disposal of
bottom ash at active plants, excluding the Asheville Plamt, by December 31, 2019, or retirement of active plants; {¥1) requires all remaining ash impoundments in Morth Carolina
to be categorized as high-risk, intermediate-risk or low-risk no later than December 31, 2015, by the NCDEQ with the method of closure and timing to be based upon the
assigned risk, with closure no later than December 31, 2029; {vii) establishes requirements to deal with groundwater and surface water impagts from impoundments; and (viii)
increases the level of regulation for structural fills utilizing coal ash.

In January 2016, NCDEQ published its draft risk classifications. These risk rankings were generally determined based on three primary criteria: structural integrity of the
impoundments and impact to both surface and groundwaters. NCDEQ categorized 12 basins at four sites as intermediate risk and four basins at three plants as low risk.
NCDEQ also categorized nine basins at six plants as “low-to-intermediate” risk, thereby not assigning a proposed risk ranking at this time. The risk rankings of these sites wil
be based vpan receipt of additional data primarily related to groundwater quality and the completion of specific modifications and repairs 1o the impoundments. NCDEQ is
expecled to finalize its risk classifications as part of a public comment process. Duke Energy cannot predict the final classification.

The Coal Ash Act includes a variance procedure for compliance deadlines and modification of requirements regarding structural fils and compliance boundaries. Provisions of
the Coal Ash Act prohibit cost recovery in customer rates for unlawful discharge of ash impoundment waters oceurring after January 1, 2014, The Coal Ash Act leaves the
decision on cost recovery determinations related to closure of ash impoundments {o the normal ratemaking processes before utility regulatory commissions. Duke Energy has
and wil periodically submit to NCDEQ site-specific coal ash impoundment clasure plans or excavation plans in advance of closure. These plans and all assgciated permits must
be approved by NCDEQ before any excavation or closure work can begin.

In September 2014, Duke Energy Carclinas executed a consent agreement with the South Carolina Depariment of Health and Envirenmental Control {SCOHEC) requiring 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 Carolinas filed an ash removal
plan and schedule with SCDHEC. In April 2015, the federat Coal Combustion Residuals {CCR) rules were published and Duke Energy Carolinas subsequently executed an
agreement with the conservation groups Upstate Forever and Save Our Saluda that requires Duke Energy Caralinas to remediate all active and inactive ash storage areas at
the W.S. Lee Steam Station. Coal-fired gensration at W.S. Les ceased in 2014 and unit 3 was converted to natural gas in March 2015. In July 2015, Duke Energy Progress
executed a consent agreement with the SCDHEC requiring the excavation of an inactive ash fill area at the Robinson Plant within eight years. Coal ash impoundments at the
Robinson Plant and W.S. Lee Station sites are required to be closed pursuant to the recently issued CCR rule and the provisions of these consent agreements are consistent
with the federal CCR closwre requirements.
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Coal Combustion Residualy

On April 17, 2015, the EPA published in the Federal Register a rule to regulate the disposal of CCR from electric utiities as solid waste. The federa! regulation, which became
effective in October 2015, clagsiiies CCR as nonhazardous waste under Subtitle D of the Resource Conservation and Recovery Act and allows for beneficial use of CCR with
some restrictions. The regulation applies to all new and existing landfil's, new and existing surface impoundments receiving CCR and existing surface impoundmenis that are no
langer receiving CCR but contain liquid located at stations currently generating electricity (regardless of fue! source). The rule establishes requirements regarding landfill design,
structural integrity design and assessment criteria for surface impoundments, groundwater monitoring and protection procedures and other operational and reporting
procedures o ensure the safe disposal and management of CCR. In addition to the requirements of the federal CCR regulation, CCR landfills and surface impoundments will
contfinue to be independently ragulated by most states. As a result of the EPA rule, Duke Energy Carolinas, Progress Energy, Duke Energy Progress, Duke Energy Ohio and
Duke Energy Indiana recorded additional assel retirement obligaticn amounts during 2015.

Coal Ash Liability

The AROQ amount recorded on the Consolidated Balance Sheets is based upon estimated closure costs for impacted ash impoundments. The amount recorded represents the
discounted cash flows for estimated closure costs based upon either specific closure plans or the probability weightings of the potential closure methods as evaluated on a site-
by-site basis. Actual costs to be incurred will be dependent upon factars that vary from site to site. The most significant factors are the method and time frame of closure at the
individual sites. Closure methods censidered include removing the water from the basins, consclidating material as necessary, and capping the ash with a synthetic barrier,
excavating and relocating the ash 1o a lined structural fill or lined landfill, or recycling the ash for concrete or some other beneficial use, The ultimate method and timetable for
closure will be in compliance with standards set by federal and state regulations. The ARD amount will be adjusted as additional information is gained through the closure
process, including acceptance and approval of compliance approaches which may change management assumptions, and may result in a material change to the balance.

Asset retirement costs associated with the asset retirement obligations for operating plants and retired plants are included in Net property, plant and equipment, and Regulatory
assets, respectively, on the Consolidated Balance Sheets. See Note 4 for additional information on Regulatory assets refated 1o AROs.

Cost recovery for fulure expenditures will be pursued through the normal ratemaking process with federal and state utility commissions, which permit recovery of necessary
and prudently incurred costs associated with Duke Energy’s regulated aperations.

Nuctear Decommissioning Liability

Asset retirement obligations related to nuclear decommissioning are based on site-specific cost studies. The NCUC, PSCSC, and FPSC require updated cost estimates for
decommissioning nuclear planfs every five years.

The following table summarizes information about the most recent site-specific nuclear decommissioning cost studies. Decommigsioning costs in the table below are presented
in dollars of the year of the cost study and include costs to decommission plant components not subject to radioactive contamination.

Annual Funding Decommissioning

(in millions) Requirementi Castsiax) Year of Cost Study
Duke Energy $ 14 $ 8,130 2013 and 2014
Duke Energy Cardlinas —_ 3,420 2003
Duke Energy Progress 14 3,550 2014
Duke Energy Florida — 1,160 2013
(a) Armounts for Progress Energy equal the sum of Duke Energy Progress and Duke Energy Florida.

{b) Amounts include the Subsidiary Registrant's ownership interest in jointly owned reacters, Other joint owners are responsible for decommissioning costs related to

their inferest in the reactors.

Duke Energy Progress’ site-specific nuclear decommissioning cost studies were filed with the NCUC and PSCSC in 2015. New funding studies were completed and filed with
the NCUC and PSCSC in 2015 as well. Accordingly, in January 2016 Duke Energy Progress received approval from the PSCSC to reduce the annual funding requirement. The
NCUC will decide on the appropriate funding levelin 2016. Duke Energy Progress will complete and file new funding studies with the FERC in 2016.

Nuctear Decommissioning Trust Funds (NDTF)

Duke Energy Carolinas, Duke Energy Progress and Duke Energy Florida each maintain Nuclear Decommissioning Trust Funds (NDTF) that are intended to pay for the
decommissioning casts of the respective nuclear power plants, The NDTF investments are managed and invested in accordance with applicable requirements of various
regulatory bodies including the NRC, FERC, NCUC, PSCSC, FPSC and the Internal Revenue Service. Use of the NTDF investments is restricted to nuclear decommissioning
activities including license termination, spent fuel and site restoration. The license termination and spent fuel obligations relate to contaminated decommissioning and are
recorded as ARO's. The site reéstoration obligation relates to non-cantaminated decommissioning and is recorded to cost of removal within Regulatory liabilities on the
Consolidated Balance Sheets.
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The following table presents the fair value of NDTF assets legally restricted for purposes of settling asset retirement obligations associated with nuclear decommissioning.

December 31,
(in millions) 2015 2014
Duke Energy $ 4670 § 5,182
Diike Energy Carolinas 2,686 2,678
Duke Energy Progresst 1,984 1,701

Duke Energy Florida@) — 803

{a) Amounts for Progress Energy equal the sum of Duke Energy Progress and Duke Energy Florida.
(b} Duke Energy Florida is actively decommissioning Crystal River Unit 3 and was granted an exemption from the NRC which allows for unrestricted use of the NDTF.

Therefore, the entire balance of Duke Energy Florida’s NDTF may be applied towards license termination, spent fuel and site restoration costs incurred to
decommission Crystal River Unit 3.

Nuclear Operating Licenses
Cperating licenses for nuclear units are potentially subject to extension. The following table inciudes the current expiration of nuclear operating licenses. Duke Energy Florida

has requesied the NRC terminate the operating license for Crystal River Unit 3 as # permanently ceased operation in February 2013, Refer to Mote 4 for further information on
decommissioning activity and transition to SAFSTOR.

Unit Year of Expiration
Duke Energy Carolinas

Catawba Units { and 2 2043
McGuire Unit 1 2041
McGuire Unit 2 2043
QOconee Units 1 and 2 2033
Oconee Unit 3 2034
Duke Energy Progress

Brunswick Unit 1 2036
Brunswick Unit 2 2034
Harris 2045
Robinson 2030
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Duke Duke Duke Duke Duke
Duke Energy Progress Energy Energy Energy Energy
{in millions} Energy Carolinas Energy Progress Florida Ohic Indiana
Balance at December 31, 2013 4,958 1,594 2,570 1,737 833 28 30
Acquisitions 4 — — — — — —
Accration expensel 248 "3 135 97 38 2 2
Liabilties settled® (68) — (68) — (68) — —
Liabilities incurred in the current year) 3,500 1,717 1,783 1,783 — — -
Revisions in estimates of cash flows i {174) 4 291 258 3 (3) —
Balance at December 31, 2014 8,466 3,428 4,711 3,905 806 27 32
Acquisitionste) 226 — 226 204 23 — —
Accretion expense®} 384 165 203 169 34 4 15
Liabiities seftied™ {422) (200} {195) (125} (70) {4) 23)
Liabilities incurred In the current yeart¢ 1,016 178 282 282 — 116 418
Revisions in estimates of cash flows® 594 347 142 132 9 (18) 83
Balance at December 31, 2015 $ 10,264 $ 3918 $ 5369 § 4,567 §$ 802 & 128 § 525
{a) Substantially all accretion expense for the years ended December 31, 2015 and 2014 relates to Duke Energy's regulated electric operations and has been deferred in
accordance with regulatory accounting treatment.
(b} For 2014, amounis relate to nuclear decommissioning of Crystal River Unit 3. For 2015, amounts primarily relate to ash impoundment closures and nuclear
decommissioning of Crystal River Unit 3.
() For 2014, amounts primarily relate o AROs recorded as a result of the Coal Ash Act and an agreement with the SCDHEC related to the W.S, Lee Steam Station. For
2015, amounts primarily relate to AROs recorded as a resuk of the EPA’s rule for disposal of CCR,
{(d) Amounts for Progress Energy and Duke Energy Progress primarily relate to Duke Energy Progress' site-specific nuclear decommissioning cost studies. The Duke
Energy amount also includes the impact of Duke Energy Progress’ site-specific nuclear decommissioning cost studies on purchase accounting amounts.
(e) Duke Energy Progress amount relates to the NCEMPA acquisition. See footnote 2 for additional information.
M Primarily relates to the ¢losure of agh impoundments.
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10. PROPERTY, PLANT AND EQUIPMENT

The following tables summarize the property, plant and equipment for Duke Energy and its subsidiary registrants.

December 31, 2015

Estimated
Useful Duke Duke Duke Duke Duke
Life Duke Energy Progress Energy Energy Energy Energy
{in millions) {Years) Energy Carolinas Energy Progress Florida Ohio Indiana
Land $ 1,466 & 407 $ 719 $ 392 % 327 0§ 18 § 108
Plant — Regulated
Electric generation, distribution and
transmission §8-100 87,593 33,623 36,422 22,888 13,534 4,429 13,118
Natural gas transmission and
distribution 12-67 2,322 — _ — —_ 2,322 —
Other buildings and improvemenis 15-100 1,480 A77 621 234 322 204 179
Plant — Nonregulated
Electric generation, distribution and
transmission 1-30 3,348 —_ —_— —_ —_ - —_
Other bulldings and improvements 5-50 2,363 — — - —_ — —
Nuclear fued 3,194 1,827 1,367 1,367 — — —
Equipment 3-38 1,791 368 530 398 132 344 173
Construction in pracess 4,525 1,860 1,327 1,118 709 180 214
Other 2-60 4,744 836 1,180 856 319 153 215
Total property, plant and equipmenttX 112,826 39,398 42,666 27,313 15,343 7,750 14,007
Total acoumulated depreciation — regulaledtX (35.367) (13,521} {14,867) (10,1413 {4.720) (2,507) {4,454)
Total accumulated depreciation —
nonregulatedx® (2,298) —_ —_ — - — —
Geaneration facilities to be retired, net 548 —_ 548 548 _ —_ —_
Total net property, plant and equipment 5 75,709 $ 25877 % 28347 $ 17,720 $ 10,623 § 5243 % 9,523
(a) Includes capitalized leases of $1,470 milion, $40 million, $302 milion, $144 milion, $158 milion, $96 milien, and $39 milion at Duke Energy, Duke Energy Carolinas,

Progress Energy, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio, and Duke Energy Indiana, respectively, primarily within Plant - Regulated. The
Progress Energy, Duke Energy Progress and Duke Energy Florida amounts are net of $85 million, $7 milion and $78 million, respectively, of accumulated

amortization of capitalized leases.

(b) Includes $1,621 million, $976 million, $645 million and $645 milion of accumutated amortization of nuglear fuel at Duke Energy, Duke Energy Carolinas, Progress
Energy and Duke Energy Progress, respectively.

(c) Includes accumulated amortization of capitalized leases of $58 million, $11 milion, $27 million and $7 milion at Duke Energy, Duke Energy Carolinas, Duke Energy
Ohio and Duke Energy Indiana, respectively.

(d) Includes gross property, plant and equipment cost of consolidated VIEs of $2,033 milion and accumulated depreciation of consolidated VIEs of $327 milion at Duke
Energy.
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December 31, 2014
Estimated
Useful Duke Duke Duke Duke Duke
Life Duke Energy Progress Energy Energy Energy Energy
{in millions) (Years) Energy Carolinas Energy Progress Florida Ohio Indiana
Land $ 1458 § 403 % 704 § 380 3 324§ 114 % 108
Plant — Regulated
Efectric generation, distribution and
transmission 2-138 82,206 31,751 33,672 20,616 13,056 3,956 11,911
Natural gas transmission and
distribution 12-67 2,230 —_ — —_ —_ 2,230 —
Other buildings and impravements 9-100 1,445 485 607 286 318 200 173
Plant~ Nonregulated
Electric generation, distribution and
transmission 1- 30 2.380 - — — - — —
Other buidings and improvements 5-50 2,498 —_ — _— — — —
Nuclear fuel 2,865 1,676 1,180 1,190 — — —
Equipment 3-34 1,762 341 506 388 118 330 166
Construction in process 4,519 2,081 1,215 S08 307 97 481
Other 5-80 3,497 855 756 438 310 214 195
Total property, plant and equipmentakd) 104,861 37,372 38,650 24,207 14,433 7141 13,034
Total accumetated depreciation — regulatedeyerd (32,628) {12,700) {13,506) {g.021) (4.478) (2,213} {4,219)
;’)ota? accumulated depreciation — nonregulatedt! (2,196) _ __ _ _ _ _
Generation facilities to be refired, net 9 — — — — 9 —
Total pet property, plant and equipment $ 70046 § 24872 % 25444 § 15186 § 9955 % 4937 % 8815
{a) Includes capitalized leases of $1,548 million, $40 million, $315 million, $146 million, $169 million, $98 millien, and $30 milion at Duke Energy, Duke Energy Carolinas,

Progress Energy, Duke Energy Progress, Duke Energy Florida, Duke Energy Ohio, and Duke Energy Indiana, respectively, primarily in regulated plant. The Progress
Energy, Duke Energy Progress and Duke Energy Flerida amounts are net of $72 million, $5 milion and $67 million, respectively. of accumulated amortization of
capitalized leases.

(b} Includes $1,408 million, $847 million, $561 milion and $561 milion of accumulated amortization of nuclear fuel at Duke Energy, Duke Energy Carolinas, Progress
Energy and Duke Energy Progress, respectively,

(c) Includes accumulated amortization of capitalized leases of $52 million, $8 milion, $25 milion and $6 milion at Duke Energy, Duke Energy Carolinas, Duke Energy Chio
and Duke Energy Indiana, respectively.

(d) Includes gross property, plant and equipment cast of consolidated VIEs of $1,873 million and accumulated depreciation of consolidated VIEs of $257 million at Duke
Energy.

The following table presents capitalized interest, which includes the debt component of AFUDC.

Years Ended December 31,

(in millions) 2015 2014 2013
Duke Energy . $ 98 § I 89
Duke Energy Carclinas 38 38 41
Pragress Energy 24 1 19
Duke Energy Progress 20 10 16
Duke Energy Florida 4 1 3
Duke Energy Ohio 10 10 11
Puke Energy Indiana 6 ] 9
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Operating Leases

Duke Energy's Commercial Porticlio segment operates various renewable energy projects and sells the generated output 1o utiities, eleciric cooperatives, municipalites, and
commercial and industrial customers through long-term contracts. In certain situations, these long-term contracts and the associated renewable energy projects qualify as
operating leases. Rental income from these leases is accounted for as Operating Revenues in the Consolidated Statements of Operations, There are no minimum lease
payments as all payments are contingent based on actual eleciricity generated by the renewable energy projects. Contingent lease payments were $172 million, $164 million
and $154 million for the years ended December 31, 2015, 2014 and 2013. As of December 31, 2015, renewable energy projects owned by Duke Energy and accounted for as
operating leases had a cost basis of $2,455 milion and accumulated depreciation of $258 milion. These assets are principally classified as nonregulated electric generation and
fransmission assets.

11. GOODWILL AND INTANGIBLE ASSETS
Goodwill

The following table presents goodwill by reportable operating segment for Duke Energy.

Duke Energy

Regulated Intemational Commercial
{in millions) Utitities Energy Portfolio Total
Goodwill at December 31, 2014%) ' $ 15950 % 307 % 64 % 16,321
Forelgn exchange and other changes - (38) — {38)
Acquisitions — —_ 58 58
Goodwill at December 31, 2015 $ 15950 $ 2 0§ 122 % 16,343
{a) Excludes fully impaired Goodwil related to the nonregulated Midwest Generation business which was sold in the second quarter of 2015. See Note 2 for further

information related {o the sale.

Duke Energy Ohio

Duke Energy Ohio’s Goodwill balance of $920 million is included in the Regulated Utiities operating segment and presented net of accumulated impairment charges of $216
milion on the Consolidgated Balance Sheets at December 31, 2015 and 2014,

Progress Energy
Progress Energy's Goodwill is included in the Regulated Utilies operating segment and there are no accumulated impairment charges.
Impalrment Testing

Duke Energy, Duke Energy Chio and Progress Energy perform annual goodwill impairment tosts each year as of August 31. Duke Energy, Duke Energy Ohio and Progress
Energy update their test between annual tests if events or circumstances occur that would more likely than not reduce the fair value of a reporting unit below its carrying value.

As the fair value of Duke Energy, Duke Energy Qhio and Progress Energy’s reparting units exceeded their respective carrying values at the date of the annual impairment
analysis, no impairment charges were recorded in 2015.
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