BEFORE

THE PUBLIC UTILITIES COMMISSION OF OHIO

Case No.

Case No.

Case No.

In the Matter of the Application of )
Duke Energy Ohio. Inc.. for an )
Increase in Electric Distribution Rates. )
In the Matter of the Application of )
Duke Energy Ohio. Inc.. for Tariff )
Approval. )
In the Matter of the Application of )
Duke Energy Ohio. Inc.. for Approval )
to Change Accounting Methods. )

VOLUME 3

21-887-EL-AIR

21-888-EL-ATA

21-889-EL-AAM

SUPPLEMENTAL INFORMATION (C)(1) THROUGH (C)(3)

October 1. 2021




Duke Energy Ohio, Inc.
Case No. 21-887-EL-AIR, et al.
Standard Filing Requirements

Table of Contents
Vol. | Tab Filing Requirement Schedule ! Description

# #

1 1 R.C. 4909.18 Application of Duke Energy Ohio, Inc.

1 2 0.A.C. 4901-7-01 S-1 Most Recent 5-Year Capital Expenditures Budget
Appendix A, Chapter 11 (B)(1)

1 3 0.A.C. 4901-7-01 S-2 Most Recent 5-Year Financial Forecast
Appendix A, Chapter 11 (BX2)

1 4 0.A.C. 4901-7-01 S-3 Proposed Newspaper Notice — Legal Notice to
Appendix A, Chapter II (B)(7) Commission

1 5 0.A.C. 4901-7-01 S-4.1 Executive Summary of Corporate Process
Appendix A, Chapter 11 (B)(8)

2 1 0.A.C. 4901-7-01 S-4.2 Management Policies & Practices
Appendix A, Chapter 11 (B)}9) Part |

2 2 0.A.C. 4901-7-01 S-4.2 Management Policies & Practices
Appendix A, Chapter Il (B)(9) Part 2

3 1 0.A.C. 4901-7-01 Supplemental | Most Recent FERC Audit Report
Appendix A, Chapter 11 (C)(1)

3 2 0.A.C. 4901-7-01 Supplemental | Prospectuses - Most Recent Offering Common
Appendix A, Chapter 11 (C)(2) Stock/Bonds

3 3 0.A.C. 4901-7-01 Supplemental | Annual Report to Shareholders (5 Years)
Appendix A, Chapter 11 (C)(3)

3 4 0.A.C. 4901-7-01 Supplemental | Most Recent SEC Form 10-K, 10-Q, & 8-K and
Appendix A, Chapter 11 (C)(4) Subsequent (Duke Energy Consolidated & Duke

Energy Ohio Consolidated)

4 1 0.A.C. 4901-7-01 Supplemental | Work Papers - To be Filed Hard Copy and Computer
Appendix A, Chapter II (C)(5) Disks

4 2 0.A.C.4901-7-01 Supplemental | Schedule C-2.1 Worksheet with Monthly Test Year &
Appendix A, Chapter 11 (C)(6) Totals

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

4 5 0.A.C. 4901-7-01 Supplemental | Monthly Sales by Rate Schedule Consistent with
Appendix A, Chapter Il (C)(9) Schedule C-2.1

4 6 0.A.C. 4901-7-01 Supplemental | Written Summary Explain Forecast Method for Test
Appendix A, Chapter 11 (C)(10) Year

4 7 0.A.C. 4901-7-01 Supplemental | Explanation of Computation of Material & Supplies
Appendix A, Chapter I1 (C)(11)

4 8 0.A.C. 4901-7-01 Supplemental | Depreciation Expenses Related to Specific Plant
Appendix A, Chapter H (C)(12) Accounts

4 10 | O.A.C. 4901-7-01 Supplemental | Other Rate Base Items Listed on B-6 detailed
Appendix A, Chapter II (C)(14) information

4 11 1 O.A.C. 4901-7-01 Supplemental | Copy of All Ads Charged in the Test Year
Appendix A, Chapter II (C)(15)

4 12 ] O.A.C. 4901-7-01 Supplemental | Plant In-Service from the Last Date
Appendix A, Chapter II (C)(16) Certain thru Date Certain of the Test Year




Duke Energy Ohio, Inc.
Case No. 21-887-EL-AIR, et al.
Standard Filing Requirements

Table of Contents
Vol. | Tab Filing Requirement Schedule Description

# # .

4 13 | O.A.C. 4901-7-01 Supplemental | Depreciation Reserve Study Related to Schedule B-3
Appendix A, Chapter I1 (C)(17)

5 1 0.A.C. 4901-7-01 Supplemental | Revised Depreciation Accrual Rates
Appendix A, Chapter I1 (C)(18)

6 ] 0.A.C. 4901-7-01 Supplemental | Breakdown of Depreciation Reserve from Last Date
Appendix A, Chapter 11 (C)(19) Certain thru Date Certain of the Test Year

6 2 0.A.C. 4901-7-01 Supplemental | Surviving Dollars by Vintage Years
Appendix A, Chapter II (C)(21)

6 3 0.A.C. 4901-7-01 Supplemental | Test Year & 2 most recent Calendar Years Employee
Appendix A, Chapter I1 (C)(22) level by month

6 4 0.A.C. 4901-7-01 A Revenue Requirements
Appendix A, Chapter II,
Section A

6 5 0.A.C. 4901-7-01 B Rate Base
Appendix A, Chapter 11,
Section B

6 6 0.A.C. 4901-7-01 C Operating Income
Appendix A, Chapter 11,
Section C

6 7 0.A.C. 4901-7-01 D Rate of Return
Appendix A, Chapter II,
Section D

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

8 1 0.A.C. 4901-7-01 E-2 Clean Copy Current Tariff
Appendix A, Chapter 11,
Section E(B)(2)(a)

9 1 0.A.C. 4901-7-01 E-2.1 Scored and redlined copy of current tariff showing all
Appendix A, Chapter 11, proposed changes
Section E(B}(2)(b)

10 1 0.A.C. 4901-7-01 E-3 Narrative Rationale for Tariff Changes
Appendix A, Chapter 11,
Section E(B)(3)

10 1 0.A.C. 4901-7-01 E-4 Class, Schedule Revenue Summary
Appendix A, Chapter 11,
Section E(C)(2)(a)

10 1 0.A.C. 4901-7-01 E-5 Typical Bill Comparison by Class & Schedule
Appendix A, Chapter I,
Section E(D)




DUKE ENERGY OHIO, INC.
Case No. 21-887-EL-AIR
Supplemental Information (C)(1)

The most recent federal regulatory agency’s (FERC) audit report.

Response: See Attached.

Sponsoring Witness: Danielle L. Weatherston



FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

In Reply Refer To:
Office of Enforcement
Docket No. PA14-2-000
April 1,2016

Duke Energy Corporation

Attention: Mr. Brian D. Savoy

Senior Vice President, Chief Accounting
Officer and Controller

550 South Tryon St.

Charlotte, NC 28202

Dear Mr. Savoy:

1. The Division of Audits and Accounting (DAA) within the Office of Enforcement
(OE) of the Federal Energy Regulatory Commission (Commission) has completed an
audit of Duke Energy Corporation (Duke Energy) and its public utility subsidiaries. The
audit covered the period from January 1, 2011 through January 31, 2016.

2. The audit evaluated Duke Energy’s compliance with conditions and requirements
established in Commission orders authorizing the merger of Duke Energy and Progress
Energy, Inc. The audit also evaluated each Duke Energy public utility subsidiary’s
compliance with: (1) tariff requirements governing its transmission formula

rate; (2) accounting regulations in 18 C.F.R. Part 101, Uniform System of Accounts
Prescribed for Public Utilities and Licensees Subject to the Provisions of the Federal
Power Act; and (3) financial reporting regulations in 18 C.F.R. Part 141, Statements and
Reports. The enclosed audit report contains eight findings and 37 recommendations that
require Duke Energy to take corrective action.

3. On March 30, 2016, you notified DAA that Duke Energy does not contest the
audit report or any of its recommendations. A copy of your verbatim response is
included as an appendix to this report. I hereby approve the audit report.

4. Duke Energy should submit its implementation plan to comply with the
recommendations within 30 days of this letter order. Duke Energy should make quarterly
submissions to DAA describing the progress made to comply with the recommendations,
including the completion date for each corrective action. As directed by the audit report,
these submissions should be made no later than 30 days after the end of each calendar
quarter, beginning with the first quarter after this audit report is issued, and continuing
until all the corrective actions are completed.
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5. The Commission delegated authority to act on this matter to the Director of OE
under 18 C.F.R. § 375.311 (2015). This letter order constitutes final agency action.
Duke Energy may file a request for rehearing with the Commission within 30 days of the
date of this order under 18 C.F.R. § 385.713 (2015).

6. This letter order is without prejudice to the Commission’s right to require hereafter
any adjustments it may consider proper from additional information that may come to its
attention. In addition, any instance of noncompliance not addressed herein or that may
occur in the future may also be subject to investigation and appropriate remedies.

7. I appreciate the courtesies extended to the auditors. If you have any questions,
please contact Mr. Bryan K. Craig, Director and Chief Accountant, Division of Audits
and Accounting at (202) 502-8741.

Sincerely,

Larry R. Parkinson
Director
Office of Enforcement

Enclosure
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Office of Enforcement
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AUDIT REPORT
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e Transmission Formula Rate Tariff
Requirements; and

e Accounting and Financial Reporting
Regulations.
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I. Executive Summary
A. Overview

The Division of Audits and Accounting (DAA) in the Office of Enforcement has
completed an audit of Duke Energy Corporation (Duke Energy) and its public utility
subsidiaries’' (collectively, Duke Companies) compliance with conditions and
requirements established in Commission orders authorizing the merger of Duke Energy
and Progress Energy, Inc. (Progress Energy).? The audit also evaluated each Duke
Energy public utility subsidiary’s compliance with: (1) tariff requirements governing its
transmission formula rate; (2) accounting regulations in 18 C.F.R. Part 101, Uniform
System of Accounts (USofA) Prescribed for Public Utilities and Licensees Subject to the
Provisions of the Federal Power Act; and (3) financial reporting regulations in
18 C.F.R. Part 141, Statements and Reports. The audit covered the period
January 1, 2011 through January 31, 2016.

B. Duke Energy Corporation

Duke Energy is a public utility holding company headquartered in Charlotte, NC.
It is engaged in energy production, trade, transmission, and distribution through its six
public utility subsidiaries that operate in the Southeast and Midwest regions of the United
States. In 2014, Duke Energy was the largest electric utility in the nation. The company
had 7.3 million retail electric and 500,000 natural gas customers, 32,400 miles of
transmission lines, 57,500 MW of generating capacity, and total operating revenue of
$23.9 billion. Its service area covered about 95,000 square miles and had an estimated
population of 23 million. Regulated operations accounted for over 90 percent of the
company’s total revenue, and commercial power generation and international operations
provided most of the remainder.

! The Duke Energy public utility subsidiaries are: Duke Energy Carolinas, LLC
(DEC), Duke Energy Progress, LLC (DEP), Duke Energy Florida, LLC (DEF), Duke
Energy Indiana, LLC (DEI), Duke Energy Ohio, Inc. (DEO), and Duke Energy
Kentucky, Inc. (DEK).

2 Duke Energy Corp. and Progress Energy, Inc., 136 FERC § 61,245 (2011)
(Merger Order), order on compliance, 137 FERC 61,210 (2011), order on compliance,
139 FERC § 61,194 (2012) (June 8 Compliance Order), order on compliance, 149 FERC
961,078 (2014) (October 29 Compliance Order).

1
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C. Summary of Compliance Findings

Audit staff identified eight findings of noncompliance. Below is a summary of
audit staff’s compliance findings. Details are in section IV of this report.

Accounting for Merger Transaction Costs — Duke Companies did not file
merger transaction accounting entries with the Commission as required by
the Merger Order, and the companies recorded merger transaction costs in
operating accounts, contrary to the Commission’s long-standing policy that
such costs be recorded in nonoperating accounts. By not filing the
accounting entries, Duke Companies prevented Commission review of the
merger accounting and correction of any entries that were not in accordance
with Commission accounting requirements.

Merger Transaction Internal Labor Costs — Duke Companies improperly
included approximately $31.4 million of merger transaction internal labor
costs in wholesale power and transmission formula rate service cost
determinations without first submitting a section 205 filing demonstrating
that the costs were offset by quantified savings produced by the merger. As
a result, the wholesale power and transmission customers’ revenue
requirements were inappropriately overstated by an estimated $17.5 million.

Merger Transaction Outside Services and Related Costs — Duke Companies
incorrectly included $1.5 million of merger transaction outside services and
related costs in wholesale power and transmission formula rate service cost
determinations without first submitting a section 205 filing demonstrating
the costs were offset by quantified savings produced by the merger. In
addition, the companies recorded the merger transaction costs in operating
accounts, contrary to the Commission’s long-standing policy that such costs
be recorded in nonoperating accounts. As a result, the wholesale power and
transmission customers’ revenue requirements were inappropriately
overstated by an estimated $745,000.

Use of the Consolidation Method of Accounting — DEC and DEP accounted
for investments in subsidiaries on a consolidated basis in their FERC Form
No. 1, Annual Reports (Form No. 1), contrary to the Commission’s long-
standing accounting policy.

Accounting for Sales of Accounts Receivable — DEC, DEP, and DEF
misclassified an estimated $94.7 million of nonoperating expenses and
receivables arising from transactions with their subsidiaries during the audit
period. As a result, the wholesale power and transmission customers’

2
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revenue requirements were inappropriately overstated by an estimated $61
million.

e Accounting for Lobbying Expenses: Duke Companies recorded
approximately $2.4 million of lobbying expenses in above-the-line
operating accounts from 2011 through 2013. As a consequence, Duke
Companies improperly included these costs in wholesale power and
transmission formula rate service cost determinations.

o Allocation of Lobbyist Labor Costs: Duke Companies accounted for the
labor costs of internal lobbyists and their support staff in operating accounts
that lacked support for inclusion in the accounts. Improper accounting for
the costs can lead to inappropriate recovery of the costs through rates
charged and billed to customers.

e Nonutility Expenses in Operating Accounts: Duke Companies recorded
approximately $490,000 of nonutility expenses in operating accounts in
2014. As a result, inappropriate costs were included in wholesale power and
transmission formula rate service cost determinations and charged to
customers.

D. Summary of Recommendations

Audit staff’s recommendations to remedy the findings are summarized below with
details in section IV of this report. Audit staff recommends that Duke Companies:

Accounting for Merger Transaction Costs

1. Revise accounting policies and procedures to appropriately account for merger
transactions consistent with Commission accounting requirements.

2. Develop written policies and procedures to timely identify proposed accounting
transactions that would trigger a notification to the Commission.

3. Develop written policies and procedures to submit accounting questions of
doubtful interpretation to the Commission.

4. Provide training to employees on compliance with the merger cost accounting
conditions and the revised policies, procedures, and controls for complying with
the conditions. Also, develop a training program that supports the provision of
periodic training in this area.
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Merger Transaction Internal Labor Costs

5. Revise all policies and procedures for tracking, accounting, and excluding
merger transaction costs from wholesale power and transmission formula rates,
including amounts previously charged to utility plant, accumulated deferred
income taxes, construction work in progress with the associated capitalized
cost of funds used during construction (AFUDC), and maintenance and
operating expense accounts, and future charges to such accounts for any
transaction to which a FERC hold harmless obligation applies. The revised
procedures should hold customers harmless from all merger transaction costs
consistent with requirements of the Merger Order. Among other things, the
revised policies and procedures should include an annual review of each
subsidiary’s merger transaction cost adjustments as well as periodic evaluations
within the year, as needed and appropriate.

6. Submit a refund analysis, within 60 days of receiving the final audit report, to
DAA for review that explains and details the following: (1) calculation of
refunds that include the amount of inappropriate recoveries that resulted from
the inclusion of merger transaction internal labor and related costs in wholesale
power and transmission formula rates during the audit period, plus interest on
the costs; (2) determinative components of the refund; (3) refund method; and
(4) period(s) refunds will be made.

7. File arefund report with the Commission after receiving DAA’s assessment of
the refund analysis.

8. Refund amounts disclosed in the refund report to wholesale power and
transmission customers, with interest calculated in accordance with section
35.19a of Commission regulations.

Merger Transaction Outside Services and Related Costs

9. Revise accounting policies and procedures to appropriately account for merger
transaction costs consistent with Commission accounting requirements.

10. Submit a refund analysis, within 60 days of receiving the final audit report, to
DAA for review that explains and details the following: (1) calculation of
refunds that include the amount of inappropriate recoveries that resulted from
the inclusion of merger transaction outside services and related costs in
wholesale power and transmission formula rate charges during the audit
period, plus interest on the costs; (2) determinative components of the refund;
(3) refund method; and (4) period(s) refunds will be made.



Duke Energy Corporation Docket No. PA14-2-000

11.File a refund report with the Commission after receiving DAA’s assessment of
the refund analysis.

12. Refund amounts disclosed in the refund report to wholesale power and
transmission customers, with interest calculated in accordance with section
35.19a of Commission regulations.

Use of the Consolidation Method of Accounting

13.Review and, as needed, revise accounting policies, practices, and procedures to
ensure that investments in subsidiaries are accounted for consistent with the
Commission’s equity method accounting requirements.

14. Evaluate the accounting applied to Duke Companies’ existing subsidiaries and
notify DAA of any areas of noncompliance with Commission accounting
requirements.

15. Revise documented policies, procedures and processes to ensure timely notice
is provided to relevant regulators regarding instances of noncompliance with
regulations, rules, and orders.

16. Provide training to staff on procedures, practices, and available tools to
transparently or anonymously report instances of noncompliance to senior
management, the Board of Directors, and relevant regulators.

Accounting for Sales of Accounts Receivable

17.Revise procedures to ensure that all costs and account balances associated with
the sale of accounts receivable are accounted for in accordance with
Commission accounting regulations. Among other things, the corrected
accounting should ensure that all losses associated with receivable sales are
recorded in Account 426.5.

18. Provide the revised procedures to DAA for review within 60 days of receiving
the final audit report.

19. Recalculate charges to wholesale power and transmission customers of DEC,
DEP, and DEF and submit the recalculations in a refund analysis to DAA for
review within 60 days of receiving the final audit report. The refund analysis
should explain and detail the: (1) return of collection service billings charged in
2014; (2) return of losses on the sales included in rates; (3) determinative
components of the refund; (4) refund method; (5) period(s) refunds will be
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made; and (6) interest calculated in accordance with section 35.19 of
Commission regulations.

20. File a refund report with the Commission after receiving DAA’s assessment of
the refund analysis.

21.Refund amounts disclosed in the refund report to wholesale power and
transmission customers, with interest calculated in accordance with section
35.19a of Commission regulations.

Accounting for Lobbying Expenses

22.Establish and implement written procedures governing the methods used to
account for, track, report, and review lobbying costs incurred.

23.Provide training on Commission accounting requirements and the impact of
accounting on cost-of-service rate determinations to employees involved in
lobbying and lobbying-related work, and those with oversight responsibility for
lobbying cost allocations. Also, develop a training program that supports the
provision of periodic training in this area.

24.Submit a refund analysis, within 60 days of receiving the final audit report, to
DAA for review that explains and details the following: (1) calculation of
refunds that include the amount of inappropriate recoveries that resulted from
the improper inclusion of lobbying cost in operating accounts during the audit
period, plus interest on the costs; (2) determinative components of the refund;
(3) refund method; and (4) period(s) refunds will be made.

25.File a refund report with the Commission after receiving DAA’s assessment of
the refund analysis.

26.Refund amounts disclosed in the refund report to wholesale power and
transmission customers, with interest calculated in accordance with section
35.19a of Commission regulations.

Allocation of Lobbyist Labor Costs

27.Revise written policies and procedures to create a process to document and
verify appropriate allocation of lobbying and lobbying-related costs, and
maintain auditable support for the cost included in rate determinations.

28.Retain an independent third-party entity to conduct a representative labor time
study to determine an appropriate allocation of internal lobbyist labor, support

6
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staff, and associated costs that should be accounted for in operating and
nonoperating accounts based on time spent by employees engaged in the
activities. Provide the study results to audit staff within 180 days of the date of
the final audit report.

29. Include the results of the labor time study in the determination of lobbying-
related labor cost allocations as of January 1, 2016.

30. Implement policies and procedures to perform a labor time study biennially
using an independent third-party or internal company resources that are able to
attest to the results of the study. Revise the lobbying-related labor cost
allocations based on the results of the study.

Nonutility Expenses in Operating Accounts

31.Develop and implement written policies, procedures, and controls to ensure
proper accounting and reporting of nonutility expenses.

32.Provide training for employees involved in the invoicing process on
Commission accounting requirements and the impact of the accounting on cost-
of-service rate determinations.

33. Within 60 days of receiving the final audit report, provide documentation
supporting the analysis performed of invoiced expenses recorded to
administrative and general (A&G) accounts in 2014 that identified misclassified
nonutility expenses included in A&G accounts. Develop an estimate of
misclassified nonutility expenses accounted for in operating accounts in 2011
through 2013 and 2015.

34.Implement policies and procedures to provide periodic audits or reviews of
A&G transactions by external or internal auditors.

35.Submit a refund analysis, within 60 days of receiving the final audit report, to
DAA for review that explains and details the following: (1) calculation of
refunds that include the amount of inappropriate recoveries that resulted from
the improper inclusion of identified and estimated nonutility expenses in
charges to wholesale power and transmission customers during the audit period,
plus interest on the costs; (2) determinative components of the refund;
(3) refund method; and (4) period(s) refunds will be made. Include the results
of the invoice analysis in the refund analysis.

36.File a refund report with the Commission after receiving DAA’s assessment of
the refund analysis.
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37.Refund amounts disclosed in the refund report to wholesale power and
transmission customers, with interest calculated in accordance with section
35.19a of Commission regulations.

E. Implementation of Recommendations

Audit staff further recommends that Duke Companies submit the following for
audit staff’s review:

e A plan for implementing the audit recommendations within 30 days after the
final audit report is issued;

e Quarterly reports describing progress in completing each corrective action
recommended in the final audit report. Quarterly nonpublic submissions
should be made no later than 30 days after the end of each calendar quarter,
beginning with the first quarter after the final audit report is issued, and
continuing until all recommended corrective actions are completed; and

e Copies of any written policies and procedures developed in response to
recommendations in the audit report. These documents should be submitted
in the first quarterly filing after Duke Companies complete such policies and
procedures.
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II. Background
A.  Merger of Duke Energy and Progress Energy

On January 10, 2011, Duke Energy and Progress Energy announced their intention
to merge in a stock-for-stock transaction under which Progress Energy would become a
wholly owned subsidiary of Duke Energy, and the shareholders of Progress Energy
would become shareholders of Duke Energy. At the time, the transaction was valued at
over $31 billion. The merger was poised to create the largest U.S. electric utility in
history with over seven million electric customers and operations in six states.

Following the announcement, on April 4, 2011, Duke Energy, Progress Energy,
and their public utility subsidiaries (collectively, Duke Companies) filed an application
with the Commission seeking authorization for the merger transaction under section 203
of the Federal Power Act (FPA)® and Part 33 of Commission regulations.* To receive
authorization for the transaction, the companies committed to hold transmission and
wholesale requirements customers harmless from the costs of the transaction for five
years. The companies also contended that the transaction would not adversely affect
competition, and thus there were no market power concerns associated with the
transaction.

On September 30, 2011, the Commission found that the transaction, as proposed
in the application, would result in significant screen failures in the horizontal market
power analysis and have an adverse effect on competition.> As such, the Commission
authorized the transaction subject to conditions. Among other things, the transaction was
conditioned on Duke Companies holding transmission and wholesale requirements
customers harmless from the costs of the transaction, and submitting proposed market
power mitigation measures that the Commission approves. The Commission advised
Duke Companies that sufficient mitigation measures could include membership in a
regional transmission organization, implementing an independent coordinator of
transmission arrangement, actual or virtual divestiture of generation, and/or transmission
upgrades to provide greater market access to third-party energy suppliers.

Further, the Commission stated that the hold harmless commitment included all
merger transaction costs, not only costs related to consummating the transaction.® To
recover merger transaction costs through wholesale requirement or transmission rates, the

316 U.S.C. § 824b (2012).

418 C.F.R. Part 33.

5 Merger Order, 136 FERC 4 61,245 at PP 145-146.
S 1d. P 169.
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companies were required to submit a filing to the Commission that identified merger
costs to be recovered and demonstrated that the costs were exceeded by savings produced
by the transaction.” Duke Companies did not submit a filing to recover merger
transaction costs during the audit period. However, as discussed in detail below, the
companies recovered merger transaction costs through rates charged.

Consistent with the Commission’s merger authorization condition that required
Duke Companies to submit proposed market power mitigation measures for approval, the
companies submitted an initial compliance filing on October 17, 2011, which proposed to
mitigate market power through virtual divestiture of generation. The filing proposed a
must-offer obligation under which Duke Companies would sell specified quantities of
energy at cost-based rates to entities directly or indirectly serving load in the DEC and
DEP Balancing Authority Areas (BAAs). The Commission rejected the filing on the
grounds that the market power m1t1gat10n proposals did not remedy the market power
concerns identified in the Merger Order.®

A revised compliance filing was submitted by Duke Companies on
March 26, 2012 that proposed permanent and interim market power mitigation measures.
To permanently mitigate market power, Duke Companies proposed to build seven
transmission expansion projects (TEPs), expedite completion of an eighth project that
was already planned, and set aside 25 MW of transfer capacity on their transmission
systems for use by third parties (Stub Mitigation). During construction of the TEPs, as an
interim measure to protect against potential market power concerns, Duke Companies
proposed to enter into power sale agreements with three unaffiliated firms — Cargill
Power Marketing, EDF Trading, and Morgan Stanley Capital Markets — to which the
companies would sell power during all periods requiring mitigation. The companies also
proposed to hire an independent monitor, Potomac Economics Ltd. (Potomac
Economics), to verify compliance with the provisions of the power sale agreements.

The Commission accepted the revised compliance filing on June 8, 2012, subject
to certain revisions and conditions, which included, among other things, requirements to
hold customers harmless from the cost of the mitigation actions and to expand Potomac
Economics’ dutles to verify that the TEPs were completed within the prescribed scope
and timeline.” The merger was consummated on July 2, 2012.

On December 6, 2013, after the merger was consummated, Duke Companies
submitted a motion to supplement its March 26, 2012 compliance filing, due to newly
identified information that affected calculation of the impact of the market power

71d. P 170.
8 Duke Energy Corp., 137 FERC 61,210 (2011).
? See June 8 Compliance Order, 139 FERC 961,194 at P 113.

10
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mitigation measures. In the filing, Duke Companies offered to increase the Stub
Mitigation by 104 MW (thereby raising the total amount of the transmission set-aside to
129 MW), repair out of service phase-shifting transformers at DEC’s Rockingham
substation and return them to service, and operate the transformers so as to create
additional import capability on the transmission system. The Commission granted the
motion and accepted the supplementary compliance filing subject to conditions on
October 29, 2014.'° Moreover, the Commission reiterated its requirement that
transmission and wholesale requirements customers be held harmless from costs
associated with repairing the transformers and returning them to service.

B. Duke Energy’s Public Utility Subsidiaries

During the audit period, the Duke Companies provided electricity service in
portions of North Carolina, South Carolina, Florida, Indiana, Ohio, and Kentucky. DEO
and DEK also provided natural gas service in portions of Ohio and Kentucky. The
following describes the services provided by each company, its open access transmission
tariff (OATT), membership in an independent system operator (ISO) or regional
transmission organization (RTO), transmission formula rate, and market-based rate
authority.

Duke Energy Carolinas, LLC

DEC is a vertically integrated public utility that generates, transmits, distributes,
and sells electricity to 2.5 million customers in a 24,000 square mile service area in North
and South Carolina. DEC owns 8,302 miles of transmission lines and 19,600 MW of
generating capacity.

DEC provided open access transmission service under a Commission-approved
OATT at cost-based stated rates from 1995 through 2011."' In 2011, DEC began
recovery of its transmission service cost pursuant to a formula rate that became effective
June 1,2011."2 However, on March 26, 2012, in connection with the merger transaction,
DEC, DEP, and DEF filed for approval of a Joint OATT under section 205 of the FPA
and Part 35 of the Commission’s regulations. The filing was conditionally accepted by
the Commission on June 8, 2012.13

1 October 29 Compliance Order, 149 FERC § 61,078 (2014).

! Duke Power Co., 73 FERC 961,309 (1995) (Duke Power Order).
12 Duke Energy Carolinas, LLC, 137 FERC 4 61,058 (2011).

3 Duke Energy Corp., 139 FERC 9 61,193 (2012).
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The Joint OATT provided for transmission service at non pancaked rates for
transactions involving the combined transmission systems of the companies. DEC’s
transmission formula rate is incorporated as Schedule 10-B of the Joint OATT. DEC’s
formula rate implementation protocols are incorporated as Exhibit A of the Joint OATT,
and the formula rate template and formula rate principles are contained in Exhibit B.
DEC does not belong to an ISO or RTO.

DEC has wholesale power sale agreements with cost-based rates determined under
a formula, and it has Commission authorization to make wholesale sales at market-based
rates outside its and DEP’s BAAs and Peninsular Florida.

Duke Energy Progress, LL.C

DERP is a vertically integrated public utility that generates, transmits, distributes,
and sells electricity to 1.5 million customers in a 32,000 square mile service area in North
and South Carolina. DEP owns 6,981 miles of transmission lines and 12,200 MW of
generating capacity.

DEP provided open access transmission service under a Commission-approved
OATT at cost-based stated rates from 1996 through 2008. In 2008, DEP began recovery
of its transmission service cost pursuant to a formula rate that became effective July 1,
2008." Since the merger, DEP has provided transmission service under the Joint OATT
with DEC and DEF. DEP’s transmission formula rate is incorporated in Attachment H of
the Joint OATT. The formula rate template is incorporated as Attachment H-1 of the
Joint OATT, and the implementation protocols as Attachment H-2. DEP does not belong
to an ISO or RTO.

DEP has wholesale power sale agreements with cost-based rates determined under
a formula, and it has Commission authorization to sell energy and capacity at market-
based rates outside its and DEC’s BAAs and Peninsular Florida.

Duke Energy Florida, LLC

DEF is a vertically integrated public utility that generates, transmits, and delivers
electricity to 1.7 million customers in a 13,000 square mile area in central and southern
Florida. DEF owns 4,424 miles of transmission lines and 1,200 MW of generating
capacity.

' Carolina Power and Light Co., Docket No. ER08-889-000 (June 27, 2008)
(delegated letter order).
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DEF provided open access transmission service under a Commission-approved
OATT at cost-based stated rates from 1996 through 2008. In 2008, DEF began recovery
of its transmission service cost pursuant to a formula rate that became effective
January 1, 2008." Since the merger, DEF has provided transmission service under the
Joint OATT with DEC and DEP. DEF’s transmission formula rate is incorporated as
Schedule 10-A of the Joint OATT. The implementation protocols are designated as
Schedule 10-A.1 of the Joint OATT, and the formula rate template as Schedule 10-A.2.
DEF does not belong to an ISO or RTO. Additionally, DEF has Commission
authorization to sell energy and capacity outside the DEC and DEP BAAs and Peninsular
Florida.

Duke Energy Indiana, LL.C

DEl is a vertically integrated utility that generates, transmits, distributes, and sells
electricity to 810,000 customers within a 23,000 square mile service territory in central,
north central, and southern Indiana. DEI owns 7,500 MW of generating capacity and
4,815 miles of transmission lines.

DEI became a member of the Midcontinent Independent System Operator, Inc.,
(MISO) in 1997 and recovered its cost of transmission service pursuant to cost-based
stated rates. In 1998, DEI began to recover its transmission service cost pursuant to a
transmission formula rate. DEI’s transmission formula rate template is included at
Attachment O of the MISO Open Access Transmission, Energy, and Operating Reserve
Markets Tariff. Additionally, DEI has Commission authorization to sell power at market-
based rates outside the DEC and DEP BAAs and Peninsular Florida.

Duke Energy Ohio, Inc. and Duke Energy Kentucky, Inc.

DEQ is the direct parent of DEK. The companies are combination electric and gas
utilities that transmit, distribute, and sell electricity at retail and wholesale, and distribute
and sell natural gas at retail in southwestern Ohio and northern Kentucky, respectively.
DEO owns 1,879 miles of transmission lines. The company divested its generating assets
pursuant to Ohio’s electric restructuring program and received Commission authorization
for the divestiture.'® DEK owns 102 miles of transmission lines and about 1,200 MW of
generating capacity.

15 Florida Power Corp., Docket No. ER08-105-000 (Dec. 17, 2007) (delegated
letter order).

1 See Dynegy Resource I, LLC, 150 FERC 61,232 (2015).
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DEO and DEK were members of MISO until January 1, 2012, when they
withdrew their membership and joined PJM Interconnection, L.L.C. (PIM).!” The
companies recover transmission service costs pursuant to a transmission formula rate
under the PJM OATT. DEO and DEK’s transmission formula rate is incorporated as
Attachment H-22 of the PJM OATT. The formula rate template is incorporated as
Attachment H-22A of the OATT, and the implementation protocols as Attachment H-
22B. Additionally, DEO and DEK have Commission authorization to sell power at
market-based rates outside the DEC and DEP BAAs and Peninsular Florida.

17 The Commission conditionally authorized the move in an order issued October
21, 2010. See Duke Energy Ohio, Inc., 133 FERC 9 61,058 (2010).
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ITI. Introduction
A. Objectives

The audit evaluated Duke Companies’ compliance with conditions established in
the Merger Order and associated orders on compliance, requirements of each company’s
transmission formula rate tariff, and accounting and financial reporting regulations. The
audit covered the period January 1, 2011 through January 31, 2016.

B. Scope and Methodology

Audit staff performed specific actions to facilitate the audit and evaluate
compliance with the audit objectives. Audit staff also reviewed the effectiveness of Duke
Companies’ compliance program in relation to the audit objectives and other key factors.
To address overall audit objectives, audit staff:

e Conducted an extensive review of publicly available materials to understand
the companies’ corporate structure and organization, operations, financial
accounting and reporting activities, and other key regulatory and business
activities, both before and after the merger. Examples of materials and
documentation reviewed include Commission rules, regulations, and orders,
Form No. 1 reports, FERC Form No. 65, Notification of Holding Company
Status, formula rate filings, the Commission’s enforcement hotline calls and
company self-reports, company-related web sites, and relevant media sources.
This also included a review of filings with other government agencies, such as
the Securities and Exchange Commission Forms 10-K and 10-Q, Annual and
Quarterly Reports;

¢ Evaluated the companies’ internal policies and procedures relevant to the audit
objectives;

¢ Conferred with other Commission staff on various compliance issues to ensure
audit findings were consistent with Commission precedent and policy. For
example, audit staff communicated with staff from other divisions within the
Office of Enforcement and staff from the Office of Energy Market Regulation
and Office of General Counsel,;

e Conducted two site visits to Duke Energy’s headquarters in Charlotte, NC.
The visits enabled audit staff to further understand the company’s corporate
structure, functions, operations, accounting systems and practices, transmission
planning and cost-estimating procedures, formula rate, internal audit function,
and regulatory and corporate compliance programs. While on site, audit staff
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interviewed employees and managers responsible for performing tasks within
the audit scope, sampled and tested documents to verify compliance with
Commission orders related to merger conditions, accounting regulations,
financial reporting, transmission formula rates, and related matters.
Additionally, audit staff also interviewed compliance program staff, senior
officials, internal auditors, and employees who fulfill day-to-day compliance
activities for the purposes of carrying out regulatory oversight responsibilities;

o Conducted teleconferences to discuss audit objectives and scope, data requests
and responses, technical and administrative matters, compliance concerns, and
held a closing conference to discuss the completion of audit fieldwork and
results; and

o Issued data requests to gather information not available through public means.
This information related to internal policies and procedures, business practices,
reporting activities, corporate compliance, internal and external audit reports,
merger order conditions and compliance, transaction and operational data, and
other pertinent information. Audit staff used this information as underlying
support for testing and evaluating compliance with Commission requirements
relevant to the audit scope and objectives.

Further, audit staff performed these specific actions to facilitate the testing and
evaluation of compliance with relevant requirements for the audit scope areas. A
summary of these actions follows.

Compliance with Merger Conditions

To evaluate compliance with the hold harmless and market power mitigation
conditions established in the Merger Order and associated compliance orders, audit staff
performed audit fieldwork applicable to the merger. Audit staff performed the following
steps:

e Reviewed the merger application, supporting testimony and exhibits to
understand the context, terms, and conditions of the merger proposal and
commitment to hold transmission and wholesale requirements customers
harmless from costs of the transaction. Reviewed intervenor comments and
protests, and responses to the comments and protests, and also reviewed Duke
Companies’ compliance filings, intervenor responses, and answers to the
responses;

o Evaluated Duke Companies’ responses to Commission staff’s delegated data
requests that sought information regarding the merger application and
compliance filings;
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o Examined the companies’ policies and procedures associated with tracking and
accounting for merger transaction costs incurred prior to and following
consummation of the merger;

o Performed a comparative analysis of Duke Energy and Progress Energy’s
accounting for costs of the merger prior to and after its consummation and the
companies’ policies associated with the accounting;

o Reviewed actions taken by the companies to maintain compliance with merger
conditions;

¢ Analyzed the companies’ procedures to ensure compliance with hold harmless
conditions and to account for merger transaction costs;

e Conducted sample-based tests of internal costs and external contracted costs
incurred by the companies to assess the accounting for the costs and the impact
on wholesale rate determinations;

o Obtained information on staff involved in merger activities, including
employee names, positions, salaries, work performed on merger activities, and
time spent on merger-related activities;

® Reviewed documentation and supporting evidence of merger transaction costs
and performed substantive tests of sample data;

¢ Inspected reports submitted by Potomac Economics regarding the Rockingham
phase shifters and other relevant Commission filings;

¢ Evaluated expenses incurred to repair the Rockingham phase shifters to assess
the accounting for the costs and impacts on wholesale rate determinations; and

¢ Examined costs incurred to operate the TEPs — including the Rockingham
phase shifters — from 2012 through Q1 2015 to evaluate the accounting used to
record cost of activity and the resulting impact on wholesale rate
determinations.

Furthermore, audit staff conducted the following additional steps to evaluate Duke
Companies’ compliance with the market power mitigation conditions:

e Reviewed the companies’ contract with Potomac Economics to ascertain
whether the independent monitor had sufficient oversight authority and timely
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access to data needed to monitor compliance with interim and permanent
market power mitigation measures;

e Examined the quarterly independent monitoring reports prepared by Potomac
Economics detailing Duke Companies’ compliance with interim and
permanent market power mitigation conditions;

¢ Interviewed personnel responsible for reporting the status of TEP construction
to Potomac Economics, and reviewed a sample of email communications
between the parties;

o Interviewed personnel involved with TEP planning, engineering and design,
purchasing and contracting, construction, and project management to verify
that the projects were completed as required and to ascertain the amount of
labor time employees spent on the projects;

o Identified scope changes made to the TEP plans and assessed the impact of
changes on project cost and expected performance of the transmission system;

e Examined a sample of information that Potomac Economics relied on to
conclude that the TEPs were placed into service. This information included
data from the supervisory control and data acquisition (SCADA) system on the
operation of the constructed projects and associated work orders;

e Analyzed photographs of TEP equipment nameplates for asset identification
and facility ratings for a sample of major equipment installed, and compared
nameplate information to construction work orders and internal company
correspondence related to the TEPs;

e Reviewed Duke Companies’ written procedures that governed implementation
of the power sales agreements required by the Commission’s interim market
power mitigation measures. Also, interviewed personnel responsible for
developing and implementing the agreements, and reviewed Potomac
Economics’ seasonal and event-based reports to the Commission on the
company’s performance under the agreements;

e Analyzed a sample of transaction data on power sales DEC and DEP made
under the power sale agreements and reviewed transmission schedules on the
Open Access Same-time Information System (OASIS) to verify the energy was
scheduled and delivered;

18



Duke Energy Corporation Docket No. PA14-2-000

e Interviewed power marketing personnel to gain information on operating
procedures and processes used to comply with the requirement to set aside firm
transmission capacity on the DEC-DEP interface (i.e., Stub Mitigation
requirement);

¢ Reviewed Potomac Economics’ reports on the Stub Mitigation requirement
and analyzed a sample of data from OASIS regarding transmission offerings
and requests for firm transmission service on the DEC-DEP interface;

¢ Evaluated the DEC-DEP Joint Dispatch Agreement (JDA) and associated
operating procedures to understand the methods used to forecast load and
determine the mix of generating resources needed to meet load demand on
daily and weekly bases;

e Interviewed power marketing employees responsible for scheduling power
between the DEC and DEP BAAs, and examined a sample of transactions that
involved dispatch of generating resources, reserving and scheduling
transmission service consistent with the JDA, and operating the respective
BAAs separately. Also, tested a sample of OASIS transmission reservations
and schedules to evaluate DEC and DEP’s reservations of point-to-point and
network transmission service to transmit energy and capacity between the two
BAAs; and

e Identified instances in which DEC and DEP used network transmission to
deliver power to their respective BAAs, and evaluated these transactions to
assess compliance with conditions that restricted certain transactions in the
BAAs.

Transmission Formula Rates

To evaluate compliance with the requirements of each company’s transmission
formula rate tariff, audit staff:

e Reviewed the initial applications filed seeking approval of each company’s
transmission formula rate tariff, intervenor responses to the filings, any
associated settlement agreements with wholesale customers and interested
parties, and the Commission orders that approved the transmission formula rate
tariffs;

e Examined the transmission formula rate templates and all appendices and
attachments used to compute key inputs to the annual transmission revenue
requirement and associated formula rate protocols;
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¢ Interviewed employees responsible for populating each public utility’s
transmission formula rate template, verifying data and calculations, and
reviewing and obtaining management approval of the calculated transmission
service rates;

e Assessed the adequacy of management oversight and verification controls that
support performance of key activities;

e Evaluated data responses and conducted conference calls to understand the
accounting for major items affecting the formula rate, including miscellaneous
deferred debits, income taxes, and others. Also, reviewed these items to
determine compliance with relevant accounting regulations, instructions, and
definitions;

e Reviewed annual informational and true-up filings submitted after the initial
rate years and during the audit period. Reconciled the Form No. 1 data with
formula rate calculations and evaluated discrepancies. Conducted a detailed
analysis of supporting worksheets and attachments to evaluate the calculation
of transmission formula rate inputs;

e Analyzed footnotes included in each company’s Form No. 1 to determine
whether information disclosed provided for a reconciliation of publicly
available data to balances used to calculate the transmission service rates;

e Performed procedures to verify that transmission formula rate inputs were
supported by data reported in each company’s Form No. 1;

e Evaluated the companies’ accounting for merger transaction costs by assessing
documented policies, operating processes, and procedures, and tested a sample
of invoices and work orders that included merger activities and associated
costs. Analyzed the accounting for the costs and the impact on transmission
rate determinations;

e Checked plant balances used to calculate transmission revenue requirements,
sampled work order charges included in construction work in progress and

plant balances, and performed tests on amortized pre-commercial costs;

e Tested a sample of depreciation accruals on utility plant to assess the
depreciation rates applied to the plant; and
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o Performed substantive tests on a sample of invoices and work orders that
included nonutility expenses, and evaluated the impact of identified
misclassified items on transmission rate determinations.

Accounting and Reporting

To evaluate compliance with the Commission’s accounting and reporting
regulations in the USofA under 18 C.F.R. Parts 101 and 141, audit staff performed the
following with respect to the merger:

¢ Conducted interviews and teleconferences and met with company staff to
discuss accounting policies, procedures, and practices. These interviews
included discussions with employees involved in the operation of each public
utility subsidiary’s financial accounting systems to assess the adequacy of
accounting and reporting oversight controls related to the merger, and
employees in leadership positions responsible for day-to-day oversight of
merger activities to understand how merger-related labor was reported on
timesheets;

e Examined procedures for preparing, reviewing, and obtaining management
approval of the Form No. 1 reports. Reviewed disclosures in the reports to
understand major accounting policies;

* Reviewed and evaluated the processes, procedures, and controls the companies
used before and after merger consummation to track and account for merger
transaction costs;

e Evaluated the Form No. 1 and Securities and Exchange Commission 10-K
notes and disclosures related to tracking, accounting, and reporting merger
transaction costs;

* Analyzed the companies’ accounting entries that recorded merger-related
labor, goodwill, TEP project costs and impairments, and the income tax effects
of the transaction;

o Reviewed third-party lobbying expenditure disclosures, press articles, meeting
schedules, and agendas of internal lobbyists. Interviewed internal lobbyists
and support staff to understand the nature and extent of the companies’
lobbying activities;
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o Tested a sample of work orders, invoices, and associated accounting detail
records that support internal lobbyists’ labor costs incurred;

¢ Assessed the impact on wholesale rates of merger and other costs incurred by
the companies that were reported in the Form No. 1;

o Tested a sample of FERC accounts for compliance with the Merger Order as
well as the companies’ internal policies and procedures; and

e Evaluated certain income statement and balance sheet accounts and balances
reported in the companies’ Form No. 1 reports for 2012 through 2014.
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IV. Findings and Recommendations
1.  Accounting for Merger Transaction Costs

Duke Companies did not file merger transaction accounting entries with the
Commission as required by the Merger Order, and the companies recorded merger
transaction costs in operating accounts, contrary to the Commission’s long-standing
policy that such costs be recorded in nonoperating accounts. By not filing the accounting
entries, Duke Companies prevented Commission review of the merger accounting and
correction of any entries that were not in accordance with Commission accounting
requirements.

Pertinent Guidance

The Commission’s September 30, 2011 order conditionally authorizing the
Proposed Transaction established the following requirement concerning the submission
of accounting entries related to the merger:

To the extent any applicant that is subject to the Commission’s Uniform
System of Accounts records any aspect of the Proposed Transaction in its
accounts, it is directed to file its accounting entries with the Commission
within six months of the consummation of the Proposed Transaction.
Further, if the accounting entities are recorded six months after the
consummation of the Proposed Transaction, the applicant must file those
accounting entries with the Commission within 60 days from the date they
were recorded. The accounting submission must provide all accounting
entries related to the Proposed Transaction, including narrative
explanations describing the basis, and the rate impact, of such entries.’®

The Commission’s long-standing precedent stipulates that transaction costs
incurred by public utilities associated with a merger are nonoperating in nature and
should be charged to Account 426.5, Other Deductions, to the extent the costs are
not retained by the parent holding company. For example, in Allegheny Energy,
Inc., the Commission stated in part:

The Commission has previously determined that merger transaction costs
are considered non-operating in nature and should be recorded in

'8 Merger Order, 136 FERC 9 61,245 at P 190.
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Account 426.5, Other Deductions. "
18 C.F.R. Part 101, Account 426.5, Other Deductions, states:

This account shall include other miscellaneous expenses which are
nonoperating in nature, but which are properly deductible before
determining total income before interest charges.

18 C.F.R. Part 101, General Instruction No. 5, Submittal of Questions,
states:

To maintain uniformity of accounting, utilities shall submit questions of
doubtful interpretation to the Commission for consideration and decision.

Background

In the Merger Order, the Commission authorized Duke Companies to
merge, subject to conditions. With respect to accounting, the Merger Order stated
that if any Duke Energy subsidiary subject to the USofA recorded any aspect of
the merger on its books, the subsidiary must file the accounting entries with the
Commission within 60 days of consummation of the transaction. The Commission
noted that such accounting entries include entries related to transaction costs,
merger ?remiums, acquisition adjustments, goodwill, or any cost related to the
merger.*

Moreover, pursuant to long-standing Commission precedent, merger
transaction costs are considered nonoperating in nature and are required to be
recorded to Account 426.5, Other Deductions. The text of Account 426.5 states
that the account shall include expenses that are nonoperating in nature. Audit staff
evaluated Duke Companies’ accounting for the merger and found that the
companies recorded merger transaction costs on their books. Further, contrary to
the requirements of the Merger Order and Commission accounting rules, Duke
Companies neither filed accounting entries with the Commission that reflected the
recording of the transaction costs on the companies’ books nor accounted for
nonoperating merger transaction costs in Account 426.5.

¥ See Allegheny Energy, Inc., 133 FERC 61,222, at P 73 (2010). See also
Midwest Power Systems, Inc. and lowa-Illinois Gas and Elec. Co., 71 FERC 1 61,386, at
62,509 (1995), MidAmerican Energy Co. and MidAmerican Energy Holdings Co., 85
FERC § 61,354, at 62,370 (1998); and Wis. Elec. Power Co., 74 FERC § 61,069, at
61,192 (1996).

0 Merger Order, 136 FERC q 61,245 at n. 414.
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Duke Companies collectively incurred over $1 billion in merger costs and
recorded the costs on their Form No. 1 reports from 2011 through October 30, 2015. The
costs were accounted for in numerous operating plant and expense accounts, including:
A&G expense; payroll tax; customer account expense; transmission, distribution, and
production operating and maintenance expense; and other accounts.

Duke Energy explained that it interpreted the Merger Order to require submittal of
accounting entries only if a subsidiary used the purchase method of accounting and
increased the book value of assets for goodwill acquired in the transaction. However, the
Merger Order did not require the companies to file accounting entries only if they used
the purchase method of accounting or increased the book value of assets for goodwill. To
the contrary, the Merger Order stated that if any entity subject to the USofA recorded any
aspect of the merger on its books, it must file its accounting entries with the Commission.
The Merger Order further clarified that such accounting entries included entries related to
transaction costs, merger premiums, acquisition adjustments, goodwill, or any cost
related to the merger.

All of Duke Energy’s public utility subsidiaries were subject to the Commission’s
USofA, therefore the companies should have filed accounting entries. By not filing the
accounting entries, Duke Companies prevented Commission review of the merger
accounting and correction of any entries not in accordance with Commission accounting
requirements.

Furthermore, Duke Companies should have recorded merger transaction costs
incurred to effectuate the merger in Account 426.5 rather than in operating accounts
consistent with the text of Account 426.5 and Commission precedent.?! Audit staff found
that prior to March 2012, both Duke Energy and Progress Energy recorded merger
transaction costs in operating accounts. However, in March 2012, Progress Energy
transferred its merger transaction costs to Account 426.5, due to its interpretation of a
Commission merger order that required such accounting. Duke Energy did not
implement a similar reclassification of its merger transaction costs. Duke Energy
explained that it believed costs associated with the merger were appropriately recorded in
operating accounts.

2! post-merger integration cost (i.e., cost incurred following consummation of a
merger, in which the assets, personnel, and business activities of the entities participating
in the merger are combined) are recordable to operating accounts; however, the cost
would be subject to the Commission’s hold harmless commitments and prohibited from
recovery in jurisdictional rates.
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In April 2012, Duke Energy’s external auditors questioned its accounting of the
merger transaction costs. The external auditors informed Duke Energy of the
Commission’s merger accounting policy, which the auditors interpreted as requiring
merger transaction costs to be recorded below-the-line in Account 426.5. Duke Energy
disagreed with the auditors’ interpretation. Rather than adjusting its accounting, Duke
Energy and its external auditors agreed that Duke Energy’s management representation
letter would be revised. The letter is a signed attestation by Duke Energy management of
the accuracy of its financial statements. The letter was revised to include a statement that
Duke Energy was aware of Commission orders that indicated merger transaction costs
should be recorded in Account 426.5, but Duke Energy nonetheless believed that its
classification of merger transaction costs in operating accounts was appropriate.

The Duke Companies were required to file the accounting entries with the
Commission as directed in the Merger Order. The companies’ improper accounting for
merger transaction costs contributed to the inappropriate recovery of merger-related
internal labor and outside service costs through charges to Commission-jurisdictional
customers. To the extent Duke Companies was uncertain about the appropriate
accounting for the transaction, the companies should have submitted accounting
questions of doubtful interpretation to the Commission for consideration and decision.
The Commission expects Duke Companies, and all entities that have a reporting
requirement for transactions under FPA section 203, to fully comply with the orders
approving such transactions. Duke Companies’ lack of compliance with the Merger
Order reporting requirement is a very serious matter.

Recommendations
We recommend Duke Companies:

1. Revise accounting policies and procedures to appropriately account for merger
transactions consistent with Commission accounting requirements.

2. Develop written policies and procedures to timely identify proposed accounting
transactions that would trigger a notification to the Commission.

3. Develop written policies and procedures to submit accounting questions of
doubtful interpretation to the Commission.

4. Provide training to employees on compliance with the merger cost accounting
conditions and the revised policies, procedures, and controls for complying with
the conditions. Also, develop a training program that supports the provision of
periodic training in this area.
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2, Merger Transaction Internal Labor Costs

Duke Companies improperly included approximately $31.4 million of merger
transaction internal labor costs in wholesale power and transmission formula rate service
cost determinations without first submitting a section 205 filing demonstrating that the
costs were offset by quantified savings produced by the merger. As a result, the
wholesale power and transmission customers’ revenue requirements were inappropriately
overstated by an estimated $17.5 million.

Pertinent Guidance
The Commission’s Merger Order states in part:

We accept Applicants’ commitment to hold transmission and wholesale
requirements customers harmless for five years from costs related to the
Proposed Transaction. We interpret Applicants’ hold harmless
commitment to include all transaction-related costs, not only costs related
to consummating the transaction.

If Applicants seek to recover transaction-related costs through their
wholesale power or transmission rates within the next five years, they must
submit a compliance filing that details how they are satisfying the hold
harmless requirement. If Applicants seek to recover transaction-related
costs in an existing formula rate that allows for such recovery within the
next five years, then that compliance filing must be filed in the section 205
docket in which the formula rate was approved by the Commission, as well
as in the instant section 203 docket. In such filings, Applicants must:

(1) specifically identify the transaction-related costs they are seeking to
recover; and (2) demonstrate that those costs are exceeded by quantified
savings resulting from the transaction, in addition to any requirements
associated with filings made under section 205.%

The Commission’s June 8, 2012 order accepting Duke Companies’ revised
compliance filing states in part:

[T]he Commission will require Applicants to hold transmission and wholesale
requirements customers harmless from the costs of the Transmission Expansion
Projects in accordance with the hold harmless commitment, as set forth in the
Merger Order. >

22 Merger Order, 136 FERC § 61,245 at PP 169-170.
2 June 8 Compliance Order, 139 FERC ] 61,194 at P 91.
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The Commission’s October 29, 2014 order denying rehearing and granting a
motion to supplement compliance filing states in part:

[T]he Commission requires Applicants to hold transmission and wholesale
requirements customers harmless for five years from costs related to the Phase
Shifters.*

Background

On April 4, 2011, Duke Energy, Progress Energy, and their public utility
subsidiaries (collectively, Duke Companies) filed an application seeking Commission
authorization of a proposal to merge under section 203 of the FPA and Part 33 of
Commission regulations. In the application, Duke Companies committed to exclude
costs related to the merger from transmission and wholesale requirements customers’
rates, except to the extent the companies demonstrated in a section 205 rate filing that
merger-related savings were equal to or in excess of merger costs included in the rate
filing. On September 30, 2011, the Commission issued an order authorizing Duke
Companies to merge subject to conditions. Among other things, the Commission
conditioned authorization on Duke Companies maintaining its commitment to hold
transmission and wholesale requirements customers harmless from costs related to the
merger. Pursuant to this condition, “[a]ll transaction related costs, not only costs related
to consummating the transaction,” were required to be excluded from rates charged.?® To
determine if Duke Companies complied with the hold harmless requirement, audit staff
examined the companies’ procedures for tracking and accounting for merger costs, and
excluding the costs from rates.

To track costs incurred due to the merger, the companies established special
accounting processes and procedures. Audit staff found that Duke Energy and Progress
Energy did not account for merger costs using the same accounting treatment prior to
consummation of the merger. Prior to consummation of the merger, Duke Energy
accounted for merger transaction costs in above-the-line operating accounts, whereas
Progress Energy accounted for the costs below-the-line in Account 426.5, Other
Deductions.?® However, after consummation of the merger, Progress Energy adopted
Duke Energy’s internal accounting policy for merger transaction costs and thereafter
began accounting for incurred merger transaction costs in operating accounts.

* October 29 Compliance Order, 149 FERC 61,078 at P 81.
%5 Merger Order, 136 FERC 9 61,245 at P 169.

26 Account 426.5, Other Deductions, 18 C.F.R. Part 101 (2015), provides for the
recording of expenses that are nonoperating in nature, but which are properly deductible
before determining total income before interest charges.
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Duke Energy devised and distributed instructions to its public utility subsidiaries
regarding accounting for merger costs, which it characterized as Costs to Achieve (CTA)
the merger. Duke Energy defined CTA as “costs that are incremental and nonrecurring
that would otherwise not have been incurred but for the merger or integration planning
efforts.”*” The CTA instructions identified the accounting codes to be used to account
for and track merger costs. The codes included the business and operating unit that
incurred the cost, process, task, project ID, and other details associated with activities that
involved the incurrence of merger costs. The CTA instructions were communicated to
managers and staff assigned to work on the merger, and employees were trained on use of
the accounting codes. Duke Energy’s shared services accounting group retrieved merger
cost data from the general ledgers of the public utility subsidiaries, reviewed charges for
reasonableness, and compared actual and budgeted costs as part of its monthly reporting
process.

Duke Energy’s shared services accounting group developed additional procedures
to exclude certain merger costs from wholesale power and transmission formula rate
determinations of the public utility subsidiaries. The procedures included preparation of
monthly spreadsheets identifying merger costs included in each subsidiary’s operating
accounts as reported in the Form No. 1. The rate staff of each public utility subsidiary
was instructed to subtract the merger costs from operating accounts in the Form No. 1
that were used to compute the company’s transmission formula rate. The procedures
were designed to prevent merger costs reported in operating accounts from being
incorporated in wholesale power and transmission formula rate determinations.

As a result of these procedures under which merger-related internal labor costs
were not treated as CTA, audit staff found that Duke Companies’ wholesale power and
transmission customers’ revenue requirements were inappropriately overstated by an
estimated $17.5 million due to the inclusion of merger transaction internal labor costs in
wholesale power and transmission rate determinations without first making a section 205
filing with the Commission as the Merger Order required. The improper charges
included an estimated $17.2 million through inclusion of internal labor costs incurred in
merger transaction and integration activities, and over $300,000 through inclusion of

%7 This included costs incurred in developing, executing, and obtaining approvals
for the merger as well as incremental integration costs, but did not include merger-related
internal labor costs Duke Companies considered non-incremental. For example, the costs
included severance payments, employee relocation and retention costs, bonuses paid to
employees for their work on the merger, investment banking and advisory fees, state and
Federal regulatory expenses, costs for integrating accounting and information technology
systems, transmission systems, fuel and dispatch systems, as well as transition costs,
mitigation/concession costs, depreciation expenses for merger projects, and fees paid to
providers of transmission service between the regulated utilities.
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internal labor costs incurred to construct and operate the transmission expansion projects
(TEPs), and repair and operate the Rockingham phase shifters.

Merger Transaction Internal Labor

During fieldwork, audit staff determined that Duke Energy excluded merger
transaction internal labor from its definition of CTA and its CTA coding procedures.
Duke Energy acknowledged that employees spent substantial time on merger activities.
However, the company contended that employees performed merger activities in addition
to their regular responsibilities and, therefore, no incremental internal labor costs were
incurred due to the merger. Based on a belief that the hold harmless obligation applied
only to incremental merger costs, Duke Energy instructed employees not to use the
special CTA codes to report time devoted to merger activities on their timesheets.
Consequently, public utility subsidiaries did not track all merger transaction internal labor
costs or exclude all such costs from wholesale power and transmission formula rate cost
computations. As a result, the subsidiaries improperly included some merger transaction
internal labor costs in wholesale power and transmission formula rate determinations and
inappropriately charged the costs to customers.

Contrary to Duke Energy’s interpretation, the Merger Order required Duke
Companies to hold customers harmless from “all merger transaction costs,” and did not
limit this requirement only to costs Duke Energy considered incremental. Duke
Energy’s assertion that its hold harmless obligation extended only to incremental costs
must be made within a section 205 proceeding where it and other interested parties will
have an opportunity to assess all evidence that supports or contradicts such a position.
By excluding internal labor from its CTA tracking and reporting procedures, Duke
Energy did not have the ability to determine the proportion of employee labor costs
devoted to merger-related tasks, as opposed to utility-related tasks, the cost of which are
appropriately recovered in rates. Moreover, even in the absence of detailed time
reporting and accounting data, the companies were nonetheless prohibited from including
these merger transaction costs in rate determinations without first receiving Commission
authorization to do so in a section 205 proceeding in accordance with Merger Order
requirements.

Since Duke Companies did not track all merger transaction internal labor costs,
audit staff issued data requests and interviewed company employees during site visits and
conference calls to develop its own estimate of the amount of merger transaction internal
labor costs Duke Companies incurred and included in transmission formula rate charges.
The information audit staff obtained confirmed that company employees spent substantial
amounts of time working on the merger, as Duke Energy acknowledged. For example,
Duke Energy reported in data responses that over 2,400 employees were engaged in
merger activities from mid-2010 through present. The total included more than 2,300
employees who participated in over 300 merger integration projects performed to
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upgrade and integrate the companies’ information technology, human resources, finance,
and accounting systems and functions. About 140 employees were engaged in merger
planning and evaluation, preparing and supporting merger applications and post-merger
litigation, and developing and implementing measures to mitigate market power due to
the merger. Audit staff found through assessment of data response information and
interviews of company staff, that certain of these employees worked full time on the
merger for the duration of their projects, while others devoted 50 percent or more of their
time to assigned merger activities. Moreover, detailed analysis of integration projects
with the largest budgets indicated that the assigned employees were heavily engaged in
the projects for prolonged periods of time.

Audit staff used this information, interviews with employees engaged in merger
activities, employees’ salary information procured from data responses, and salary
estimates found on publicly available sources to approximate the amount of internal labor
costs incurred due to the merger. Audit staff estimated that the Duke Companies incurred
between $55 million and $75 million of internal labor costs related to the merger,
including salaries and benefits.

Audit staff then asked Duke Energy to provide its own estimate of the internal
labor costs associated with each merger activity and a breakdown by FERC account. As
the table below shows, Duke Energy estimated that $78.8 million in merger transaction
internal labor costs were incurred to perform four primary merger tasks. Duke Energy’s
estimate exceeded audit staff’s high-range estimate of internal labor costs.

A f B
Estimated Internal
Labor Includedin
the Revenue
Duke Companies’ Requirements of
Estimated Internal Wholesale Power
Labor Cost and Transmission
Row Merger Tasks (Million $) Rates (Million $)
1 Merger Planning, Evaluation, Due Diligence 2.3 0.1
Preparation and Support for Regulatory
2 Applications and Post-Merger Litigation 3.9 0.2
Development and Implementation of
3 Measures to Mitigate Market Power 0.6 0.03
Planning, Management, and Execution of
4 Merger Integration Projects 72.0 16.9
Total 78.8 17.2

Of the $78.8 million in merger transaction internal labor costs estimated by Duke

Energy, about $1.6 million of the costs were recorded in distribution operating and

maintenance expense accounts that were not included in Commission-jurisdictional rate
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determinations, and $31.4 million was recorded in production and transmission operating
and maintenance expense accounts incorporated in wholesale power and transmission
formula rates. Duke Energy estimated that wholesale power and transmission customers’
revenue requirements were inappropriately overstated by an estimated $17.2 million.®
The remaining $45.8 million in merger transaction internal labor costs were charged to
capital work orders for integration projects that are under construction and not yet
completed. Duke Energy represented that these costs have been classified as CTA, and
will be excluded from wholesale power and transmission formula rates when the projects
are completed.

By including these merger-related tasks in its definition of CTA, Duke Energy
acknowledged that the merger activities employees performed would not have been
required in the absence of the merger. Since the work was not related to utility service,
employee time engaged on the merger should have been excluded from transmission
formula rate determinations. In accordance with the hold harmless commitment, to
recover merger costs in their wholesale power or transmission rates, the companies were
required to submit a section 205 filing with the Commission detailing costs to be
recovered and demonstrating that the costs were offset by quantified savings produced by
the merger. Duke Companies did not submit a section 205 filing; therefore, the
companies should not have recovered the costs in rates charged.

TEP Operating Expenses

Duke Energy’s public utility subsidiaries included an estimated $300,000 of
merger transaction internal labor costs in the transmission customers’ formula rate
revenue requirement for costs related to the TEP projects from 2012 through 2015. This
amount was incurred to repair and operate the Rockingham phase shifters. The $300,000
was recorded as transmission maintenance expenses in Account 570, Maintenance of
Station Equipment. In accordance with Duke Companies’ internal accounting policy, the
companies neither characterize the costs as merger-related CTA nor exclude the costs
from transmission formula rate determinations. As a result, the $300,000 was included in
transmission formula rates, and thus a portion of these costs was inappropriately charged
to transmission customers.

In its June 8 and October 29 Compliance Orders, the Commission explicitly
directed Duke Companies to hold customers harmless from all costs related to the TEPs

?® During the audit, DEC and DEP had about 20 wholesale power customers under
service contracts with cost-based rates determined under a formula to which merger
transaction internal labor costs were incorporated. As a result, a portion of the merger
transaction labor costs included in the formula was charged to wholesale power
customers.
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and the Rockingham phase shifters, consistent with the hold harmless commitment
established in the Merger Order. Duke Companies should not have included these
internal labor charges in transmission formula rate determinations without first
submitting a section 205 filing to the Commission that demonstrated that the costs were
offset by quantified savings produced by the merger.

Recommendations
We recommend Duke Companies:

5. Revise all policies and procedures for tracking, accounting, and excluding merger
transaction costs from wholesale power and transmission formula rates, including
amounts previously charged to utility plant, accumulated deferred income taxes,
construction work in progress with the associated capitalized cost of funds used
during construction (AFUDC), and maintenance and operating expense accounts,
and future charges to such accounts for any transaction to which a FERC hold
harmless obligation applies. The revised procedures should hold customers
harmless from all merger transaction costs consistent with requirements of the
Merger Order. Among other things, the revised policies and procedures should
include an annual review of each subsidiary’s merger transaction cost adjustments
as well as periodic evaluations within the year, as needed and appropriate.

6. Submit a refund analysis, within 60 days of receiving the final audit report, to
DAA for review that explains and details the following: (1) calculation of refunds
that include the amount of inappropriate recoveries that resulted from the inclusion
of merger transaction internal labor and related costs in wholesale power and
transmission formula rates during the audit period, plus interest on the costs;

(2) determinative components of the refund; (3) refund method; and (4) period(s)
refunds will be made.

7. File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

8. Refund amounts disclosed in the refund report to wholesale power and
transmission customers, with interest calculated in accordance with section 35.19a
of Commission regulations.
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3. Merger Transaction Outside Services and Related Costs

Duke Companies incorrectly included $1.5 million of merger transaction outside
services and related costs in wholesale power and transmission formula rate service cost
determinations without first submitting a section 205 application demonstrating the costs
were offset by quantified savings produced by the merger. In addition, the companies
recorded the merger transaction costs in operating accounts, contrary to the
Commission’s long-standing policy that such costs be recorded in nonoperating accounts.
As aresult, the wholesale power and transmission customers’ revenue requirements were
inappropriately overstated by an estimated $745,000.

Pertinent Guidance
The Commission’s Merger Order states in part:

We accept Applicants’ commitment to hold transmission and wholesale
requirements customers harmless for five years from costs related to the
Proposed Transaction. We interpret Applicants’ hold harmless
commitment to include all transaction-related costs, not only costs related
to consummating the transaction.

If Applicants seek to recover transaction-related costs through their
wholesale power or transmission rates within the next five years, they must
submit a compliance filing that details how they are satisfying the hold
harmless requirement. If Applicants seek to recover transaction-related
costs in an existing formula rate that allows for such recovery within the
next five years, then that compliance filing must be filed in the section 205
docket in which the formula rate was approved by the Commission, as well
as in the instant section 203 docket. In such filings, Applicants must:

(1) specifically identify the transaction-related costs they are seeking to
recover; and (2) demonstrate that those costs are exceeded by quantified
savings resulting from the transaction, in addition to any requirements
associated with filings made under section 205.%

The Commission’s long-standing precedent stipulates that transaction costs
incurred by public utilities associated with a merger are nonoperating in nature and
should be charged to Account 426.5, Other Deductions, to the extent the costs are not
passed on to the parent holding company. For example, in Allegheny Energy, Inc., the
Commission stated in part:

 Merger Order, 136 FERC q 61,245 at PP 169-170.
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The Commission has previously determined that merger transaction costs are
considered non-operating in nature and should be recorded in Account 426.5,
Other Deductions.*

18 C.F.R. Part 101, Account 426.5, Other Deductions, states:

This account shall include other miscellaneous expenses which are nonoperating
in nature, but which are properly deductible before determining total income
before interest charges.

Background

In the process of evaluating Duke Companies’ compliance with the hold harmless
commitment, audit staff issued data requests and interviewed company employees
regarding the accounting and formula rate impact of activities engaged prior to and after
public announcement of the merger, such as outside service costs incurred to facilitate the
merger and associated internal corporate costs. In reviewing materials received, audit
staff found that Duke Energy’s corporate development group incurred over $1.5 million
in merger transaction costs in the second half of 2010 (i.e., prior to the merger
announcement in January 2011) and allocated those costs to its then public utility
subsidiaries — DEC, DEI, DEO, and DEK - prior to consummation of the merger.

The costs included $1.35 million paid to outside consultants, lawyers, and
accountants for financial forecasting, analysis of market power issues and related
services, and $150,000 of internal labor and other costs related to this work. The
subsidiary companies improperly recorded the merger transaction outside service costs in
Account 923, Outside Services Employed, and most of the associated internal labor and
other costs in Account 920, Administrative and General Salaries. Account balances
reported in each company’s Form No. 1 were included in the determination of the
company’s wholesale power and transmission formula rate service charges.

DEC, DEI, DEO, and DEK reported these costs in their respective 2010
Form No. 1 reports. The companies neither characterized the costs as merger-related
CTA following the merger announcement and issuance of the Merger Order, nor
excluded the costs from wholesale power and transmission formula rate determinations in
2011 or subsequent years.

30 See Allegheny Energy, Inc., 133 FERC 1 61,222 at P 73 (2010). See also
Midwest Power Systems, Inc. and Iowa-Illinois Gas and Elec. Co., 71 FERC Y 61,386, at
62,509 (1995); MidAmerican Energy Co. and MidAmerican Energy Holdings Co., 85
FERC 161,354, at 62,370 (1998); and Wis. Elec. Power Co., 74 FERC 61,069, at
61,192 (1996).
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Pursuant to the hold harmless commitment, the companies should not have
included the $1.5 million in merger transaction costs in wholesale rate determinations
without first submitting a section 205 filing to the Commission that demonstrated the
costs were offset by quantified savings produced by the merger. Moreover, pursuant to
long-standing Commission precedent, the merger transaction costs the companies
recorded in Accounts 920 and 923 are considered nonoperating in nature and, as such,
were required to be recorded to Account 426.5. The text of Account 426.5 states that the
account shall include expenses that are nonoperating in nature. Duke Energy estimated
that wholesale power and transmission customers’ revenue requirements were
inappropriately overstated $745,000.

Recommendations
We recommend Duke Companies:

9. Revise accounting policies and procedures to appropriately account for merger
transaction costs consistent with Commission accounting requirements.

10. Submit a refund analysis, within 60 days of receiving the final audit report, to
DAA for review that explains and details the following: (1) calculation of refunds
that include the amount of inappropriate recoveries that resulted from the inclusion
of merger transaction outside services and related costs in wholesale power and
transmission formula rate charges during the audit period, plus interest on the
costs; (2) determinative components of the refund; (3) refund method; and
(4) period(s) refunds will be made.

11.File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

12. Refund amounts disclosed in the refund report to wholesale power and

transmission customers, with interest calculated in accordance with section 35.19a
of Commission regulations.
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4.  Use of the Consolidated Method of Accounting

DEC and DEP accounted for investments in subsidiaries on a consolidated basis in
their Form No. 1 reports, contrary to the Commission’s long-standing accounting policy.

Pertinent Guidance

Order No. 469 revised and amended sections of 18 C.F.R. Parts 101 and 201 to
adopt the equity method of accounting for long-term investments in subsidiaries and add
new balance sheet and income statement accounts, and definitions. Order No. 469 states
in part:

Under the equity method of accounting, the utility’s investment account is
increased or decreased to reflect the utility’s proportionate share of a subsidiary’s
current earnings applicable to common stock regardless of whether the earnings
are actually paid out as dividends to the utility. When dividends are received, the
investment account is reduced by an equivalent amount.*!

18 C.F.R. Part 101, Account No. 123.1, Investment in Subsidiary Companies,
states:

A. This account shall include the cost of investments in securities issued or
assumed by subsidiary companies and investment advances to such
companies, including interest accrued thereon when such interest is not
subject to current settlement plus the equity in undistributed earnings or
losses of such subsidiary companies since acquisition. This account shall
be credited with any dividends declared by such subsidiaries.

B. This account shall be maintained in such a manner as to show separately
for each subsidiary: the cost of such investments in the securities of the
subsidiary at the time of acquisition; the amount of equity in the
subsidiary's undistributed net earnings or net losses since acquisition;
advances or loans to such subsidiary; and full particulars regarding any
such investments that are pledged.

3! Revisions in the Uniform System of Accounts, and Annual Report Forms No. 1
and No. 2 to Adopt the Equity Method of Accounting for Long-Term Investments in
Subsidiaries, Order No. 469, 49 FPC 326, reh’g denied, 49 FPC 1028 (1973).

37



Duke Energy Corporation Docket No. PA14-2-000

18 C.F.R. Part 101, Account 216.1, Unappropriated Undistributed Subsidiary
Earnings, states:

This account shall include the balances, either debit or credit, of undistributed
retained earnings of subsidiary companies since their acquisition. When dividends
are received from subsidiary companies relating to amounts included in this
account, this account shall be debited and account 216, Unappropriated Retained
Earnings, credited.

18 C.F.R. Part 101, Account No. 418.1, Equity in Earnings of Subsidiary
Companies, states:

This account shall include the utility's equity in the earnings or losses of
subsidiary companies for the year.

Background

DEC and DEP formed wholly owned special purpose subsidiaries, Duke
Energy Receivables Finance Company, LL.C (DERF) and Duke Energy Progress
Receivables, LLC (DEPR), respectively, in 2003 and 2013. The companies
accounted for their investments in the subsidiaries using the consolidated method
of accounting. Specifically, DEC consolidated DEREF in its Form No. 1 reports
from 2003 through 2013; and DEP consolidated DEPR in its Form No. 1 in 2013.
The accounting resulted in the recognition of property, expenses, revenue, debt,
and equity of the subsidiaries in DEC and DEP’s respective Form No. 1 reports.
During the course of the audit, in 2014, the companies ceased accounting for their
investments in the subsidiaries using the consolidation method of accounting and
began using the equity method of accounting.

Prior to 2014, DEC and DEP’s accounting for their investments in the
subsidiaries was not consistent with the Commission’s accounting requirements,
which required the companies to account for the investments using the equity
method of accounting. In accordance with the provisions of Order No. 469, the
companies were required to account for the subsidiaries as investments in
Account 123.1, Investments in Associated Companies, and record equity in
earnings of the subsidiaries in Account 418.1, Equity in Earnings of Subsidiary
Companies, and undistributed retained earnings of the subsidiaries in
Account 216.1, Unappropriated Undistributed Subsidiary Earnings.*?

1.
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On August 19, 2015, during the course of the audit, Duke Energy submitted
a request to the Commission on behalf of the companies for retroactive and
prospective waivers of the equity method accounting requirement.® In the filing,
among other things, DEC and DEP acknowledged that they had inappropriately
accounted for investments in their subsidiaries using the consolidation method of
accounting, and improperly included the results of the subsidiaries’ operations in
cost of service formula rate determinations. On December 18, 2015, the
companies submitted a filing to the Commission under section 205 of the FPA
seeking approval of proposed amendments to the formula rates in their Joint
OATT and wholesale power agreements to provide for consolidation of the
subsidiaries for cost of service rate determination purposes.>*

Duke Energy did not notify audit staff of the inappropriate consolidation
accounting, or of its request for waiver of the equity accounting requirements.
The company should have disclosed the erroneous accounting to audit staff when
it discovered the matter, which according to its representation occurred in late
2014. However, neither audit staff nor the Commission was notified of the
improper accounting and the associated rate impacts until August 2015. Duke
Energy’s lack of timely disclosure of DEC and DEP’s noncompliance with
Commission regulations is problematic. The company should take necessary steps
to ensure that its corporate compliance culture and program are strengthened to
prevent situations like this on a going forward basis.

B Duke Energy Carolinas, LLC, et al., Request for Waiver, Docket No.
AC15-174-000, (filed Aug. 19, 2015). The filing requested waivers of the equity
accounting requirement on behalf of DEC, DEP, and DEF, which formed a wholly
owned subsidiary Duke Energy Florida Receivables, LLC (DEFR) in 2014. The
Chief Accountant issued a delegated letter order on February 12, 2016 that granted
the requested waivers to the companies and directed specific accounting regarding
sales of accounts receivable. Duke Companies filed a request for rehearing of the
letter order on March 14, 2016.

3 Duke Energy Carolinas, LLC, et al., Docket Nos. ER16-577-000, ER16-578-
000, and ER16-579-000. The Commission issued delegated letter orders on February 11,
2016, accepting for filing the amendments to the Joint OATT and rate schedules to
provide for DEC, DEP, and DEF’s use of the consolidated method of accounting for
ratemaking purposes.
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Recommendations
We recommend Duke Companies:

13.Review and, as needed, revise accounting policies, practices, and procedures to
ensure that investments in subsidiaries are accounted for consistent with the
Commission’s equity method accounting requirements.

14. Evaluate the accounting applied to Duke Companies’ existing subsidiaries and
notify DAA of any areas of noncompliance with Commission accounting
requirements.

15.Revise documented policies, procedures and processes to ensure timely notice is
provided to relevant regulators regarding instances of noncompliance with
regulations, rules, and orders.

16. Provide training to staff on procedures, practices, and available tools to

transparently or anonymously report instances of noncompliance to senior
management, the Board of Directors, and relevant regulators.
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5. Accounting for Sales of Accounts Receivable

DEC, DEP, and DEF misclassified an estimated $94.7 million of nonoperating
expenses and receivables arising from transactions with their subsidiaries during the audit
period. As a result, the wholesale power and transmission customers’ revenue
requirements were inappropriately overstated by an estimated $61 million.

Pertinent Guidance

18 C.F.R. Part 101, Account 930.2, Miscellaneous General Expenses, states in
part:

This account shall include the cost of labor and expenses incurred in connection
with the general management of the utility not provided for elsewhere.

18 C.F.R. Part 101, Account 426.5, Other Deductions, states in part:

This account shall include other miscellaneous expenses which are nonoperating
in nature, but which are properly deductible before determining total income
before interest charges.

The Commission addressed the appropriate accounting for the sale of accounts
receivable in Opinion No. 375, which stated in part:

From an accounting standpoint, we find that the record supports the staff and
intervenors’ position — which the initial decision adopted — that the loss on the sale
of accounts receivable was erroneously recorded by SERI [System Energy
Resources, Inc.] in Account 930.2. . ..%

Background

During audit fieldwork, audit staff analyzed data regarding transactions between
DEC, DEP, and DEF and the companies’ respective nonutility subsidiaries, DERF,
DEPR, and DEFR, and interviewed employees responsible for accounting for the
transactions. The transactions involved the companies’ sales of accounts receivable to
their subsidiaries. The receivables arose from billings on sales of electricity and related
services by the companies. The companies sold the receivables to their subsidiaries at a
loss (or discount), and accounted for the loss as an expense by debiting Account 930.2,
Miscellaneous General Expenses, an account included in wholesale power and
transmission service cost formula rate determinations, for the amount of the loss. DEC,

35 System Energy Resources, Inc., 60 FERC § 61,131 (1992).
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DEP, and DEF recognized total losses of $149.6 million, $35.1 million, and $23.5
million, respectively, from 2011 through 2014.

Audit staff also discovered that there were similar transactions involving sales of
accounts receivable by DEI, DEO, and DEK to Cinergy Receivables, a Duke Energy
subsidiary. However, through discussions with audit staff, Duke Energy represented that
instead of recording losses on sold receivables in Account 930.2, DEI, DEO, and DEK
accounted for the losses in Account 904, Uncollectible Accounts, an account not included
in wholesale power or transmission service cost formula rate determinations.

DEC, DEP, and DEF performed collection services on behalf of their subsidiaries
associated with the sold receivables whereby the companies collected bill payments from
customers and remitted funds received to the subsidiaries. The companies charged the
subsidiaries a fee for performing the collection service, which effectively resulted in a
reimbursement of the collection service cost incurred by the companies. Expenses
incurred by the companies associated with performing the collection service were
accounted for by debiting the costs to Account 903, Customer Records and Collection
Expenses. These expenses were also accounted for as a debit in Account 930.2 that Duke
Energy represented was the fee billed to the subsidiaries for performing the collection
service. As a result of this accounting, DEC, DEP, and DEF double-counted expenses in
their respective Form No. 1 reports associated with collection services performed.
Furthermore, the companies accounted for the reimbursements of their incurred
collection service expenses that resulted from their billed subsidiaries by crediting
Account 421, Miscellaneous Non-Operating Income.

Duke Companies’ accounting for the loss on the sale of the receivables was not
consistent with the Commission’s accounting requirements and precedent. Under the
Uniform System of Accounts (USofA), sales of accounts receivable constitute the
disposition of utility assets. The USofA contemplates that in transactions of this nature, a
company should recognize a gain or loss, measured by the difference between the net
book value of the asset at the date of the sale and the proceeds from the sale, less related
fees and expenses of the sale. Further, the USofA requires a company to record any gains
or losses from the disposition of assets in nonoperating expense accounts, except with
respect to the sale of future use property.*® The instructions to Account 426.5, Other
Deductions, provide for the recording of nonoperating expenses of this nature.
Additionally, the Commission has previously addressed the matter of the appropriate

3 With respect to future use property recorded in Account 105, Electric Plant Held
for Future Use, the USofA requires a company to include a gain on a sale in Account
411.6, Gains from Disposition of Utility Plant, and a loss in Account 411.7, Losses from
Disposition of Utility Plant.
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accounting for sales of receivables in its Opinion No. 375, wherein it was determined that
the loss on the sale of receivables should be accounted for in Account 426.5.%

In addition, DEC, DEP, and DEF’s accounting for reimbursements of incurred
collection service expenses was not consistent with the Commission’s accounting
requirements. The USofA contemplates that such reimbursements of collection service
expenses incurred by DEC, DEP, and DEF on behalf of their respective subsidiaries be
recorded as a reduction of the expenses. Accordingly, the companies should have
accounted for the reimbursements through a credit entry to the collection service
expenses recorded in Account 903.

Duke Energy represented that prior to 2014, DEC and DEP’s accounting for the
losses on the sales of receivables and collection service fees billed to the subsidiaries that
were recorded in Account 930.2 had no impact on service rates charged to wholesale
power and transmission formula rate customers due to accounting entries the companies
made associated with consolidation method accounting that offset the items and
neutralized the rate impact. Duke Energy indicated that the companies made the
offsetting entries from the respective dates their subsidiaries were established and
transactions initiated through 2013.%8 However, in 2014, DEC and DEP ceased their
practice of using the consolidation method of accounting.”® Cessation of consolidation
method accounting led the companies to end their practice of recording the offsetting
entries. Moreover, DEF established its subsidiary, DEFR, in 2014, and did not record
any accounting entries to offset its losses on the sales and collection service fees billed to
its subsidiary. As a result, rates charged by DEC, DEP, and DEF based on amounts
reported in the companies’ respective 2014 Form No.1 reports included the nonoperating
losses and collection service fees that were misclassified in Account 930.2 and not offset
by other entries. This led to DEC, DEP, and DEF inappropriately including the losses
and fees of $38.1 million, $33.1 million, and $23.5 million, respectively, in rate
determinations.

The companies’ accounting mistakes led to an estimated $94.7 million of costs
being inappropriately included in wholesale power and transmission formula rate service
cost determinations during the audit period. Duke Energy estimated that this resulted in
wholesale power and transmission customers’ revenue requirements being
inappropriately overstated by an estimated $61 million.

%7 System Energy Resources, Inc., 60 FERC q 61,131 (1992).

B DEC’s subsidiary, DERF, was established in 2003, and DEP’s subsidiary,
DEPR, was established in 2013.

¥ See Finding No. 4, Consolidation Method of Accounting.
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On March 14, 2016, Duke Companies filed a request for rehearing of the
Chief Accountant letter order in Docket No. AC15-174-000 challenging the order’s
decision regarding the appropriate accounting for losses on the sale of receivables, which
is also addressed by this Audit Finding. In light of the current challenge to the Chief
Accountant’s order and uncertain outcome, as well as, the potential of a contested audit
over the identical issue, in this instance the portions of this Audit Finding that relate to
the losses issues, including Recommendations 17 and 18, shall be held in abeyance and
shall be subject to the outcome of the rehearing request and any subsequent petitions for
court review. Although the recommendations regarding the portion of this Audit Finding
relating to the losses issues are held in abeyance and subject to the outcome of the
rehearing request and any subsequent petitions for court review, the requirement to make
refunds in accordance with Recommendation 21 below is not impacted by the rehearing
request.

Recommendations
We recommend Duke Companies:

17.Revise procedures to ensure that all costs and account balances associated with the
sale of accounts receivable are accounted for in accordance with Commission
accounting regulations. Among other things, the corrected accounting should
ensure that all losses associated with receivable sales are recorded in Account
426.5.

18. Provide the revised procedures to DAA for review within 60 days of receiving the
final audit report.

19. Recalculate charges to wholesale power and transmission customers of DEC,
DEP, and DEF and submit the recalculations in a refund analysis to DAA for
review within 60 days of receiving the final audit report. The refund analysis
should explain and detail the: (1) return of collection service billings charged in
2014; (2) return of losses on the sales included in rates; (3) determinative
components of the refund; (4) refund method; (5) period(s) refunds will be made;
and (6) interest calculated in accordance with section 35.19 of Commission
regulations.

20.File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

21.Refund amounts disclosed in the refund report to wholesale power and
transmission customers, with interest calculated in accordance with section 35.19a
of Commission regulations.
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6.  Accounting for Lobbying Expenses

Duke Companies recorded approximately $2.4 million of lobbying expenses in
above-the-line operating accounts from 2011 to 2013. As a consequence, Duke
Companies improperly included these costs in wholesale power and transmission formula
rate service cost determinations.

Pertinent Guidance

18 C.F.R. Part 101, Account 426.4, Expenditures for Certain Civic, Political, and
Related Activities, states in part:

This account shall include expenditures for the purpose of influencing
public opinion with respect to the election or appointment of public
officials, referenda, legislation, or ordinances . . . or approval, modification,
or revocation of franchises; or for the purpose of influencing the decisions
of public officials. . . .

Background

Audit staff evaluated costs incurred by Duke Companies associated with civic,
political, and related activities during the audit period. Audit staff reviewed third-party
lobbying expenditure disclosures, press articles, internal lobbyist meeting schedules and
agendas, and interviewed internal lobbyists and support staff to understand the nature
and extent of the companies’ lobbying activities. In addition, audit staff tested a sample
of work orders, invoices, and associated accounting detail records that support internal
lobbyists’ labor costs incurred. Audit staff discovered that Duke Companies improperly
recorded nearly $2.4 million in lobbying costs to above-the-line operating accounts
rather than to Account 426.4, Expenditures for Certain Civic, Political, and Related
Activities, as required.

Account 426.4 provides for reporting expenditures for the purpose of influencing
public opinion, such as lobbying expenses. Audit staff found that Duke Companies
recorded a portion of these costs associated with wages and salaries of internal lobbyist
and support staff in Account 426.4 as required, but failed to properly charge other related
costs to the account associated with the labor, such as payroll taxes, retirement, health,
and other benefits. Audit staff also found that the companies incorrectly accounted for
amounts paid to outside firms that lobby on behalf of the companies. Duke Companies
improperly included these expenses in wholesale power and transmission formula rate
determinations and recovered a portion of the costs through charges to customers.

Further, audit staff found that Duke Companies lacked formal procedures and
oversight controls to help ensure that lobbying costs were accounted for appropriately.
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The companies should implement procedures to reduce the risk that lobbying costs are
inappropriately accounted for and included in jurisdictional rate determinations.

Recommendations
We recommend Duke Companies:

22. Establish and implement written procedures governing the methods used to account
for, track, report, and review lobbying costs incurred.

23.Provide training on Commission accounting requirements and the impact of
accounting on cost-of-service rate determinations to employees involved in
lobbying and lobbying-related work, and those with oversight responsibility for
lobbying cost allocations. Also, develop a training program that supports the
provision of periodic training in this area.

24. Submit a refund analysis, within 60 days of receiving the final audit report, to DAA
for review that explains and details the following: (1) calculation of refunds that
include the amount of inappropriate recoveries that resulted from the improper
inclusion of lobbying costs in operating accounts during the audit period, plus
interest on the costs; (2) determinative components of the refund; (3) refund
method; and (4) period(s) refunds will be made.

25.File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

26. Refund amounts disclosed in the refund report to wholesale power and

transmission customers, with interest calculated in accordance with section 35.19a
of Commission regulations.
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7.  Allocation of Lobbyist Labor Costs

Duke Companies accounted for the labor costs of internal lobbyists and their
support staff in operating accounts that lacked support for inclusion in the accounts.
Improper accounting for the costs can lead to inappropriate recovery of the costs through
rates charged and billed to customers.

Pertinent Guidance

18 C.F.R. Part 101, General Instruction No. 9, Distribution of Pay and Expenses of
Employees, states:

The charges to electric plant, operating expense and other accounts for services
and expenses of employees engaged in activities chargeable to various accounts,
such as construction, maintenance, and operations, shall be based upon the actual
time engaged in the respective classes of work, or in case that method is
impracticable, upon the basis of a study of the time actually engaged during a
representative period.

18 C.F.R. Part 101, General Instruction No. 10, Payroll Distribution, states:

Underlying accounting data shall be maintained so that the distribution of the cost
of labor charged direct to the various accounts will be readily available. Such
underlying data shall permit a reasonably accurate distribution to be made of the
cost of labor charged initially to clearing accounts so that the total labor cost may
be classified among construction, cost of removal, electric operating functions
(steam generation, nuclear generation, hydraulic generation, transmission,
distribution, etc.) and nonutility operations.

18 C.F.R. Part 101, Account 426.4, Expenditures for Certain Civic, Political, and
Related Activities, states in part:

This account shall include expenditures for the purpose of influencing
public opinion with respect to the election or appointment of public
officials, referenda, legislation, or ordinances . . . or approval, modification,
or revocation of franchises; or for the purpose of influencing the decisions
of public officials .. . . .

Background

In connection with the evaluation of Duke Companies’ expenditures for lobbying
activities, audit staff discovered that the companies’ allocation of the labor costs of
internal lobbyists and their support staff was based in part on the amount of time that
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state legislatures and Congress were in session. Duke Energy explained that these
entities were in session on average 180 days a year, and that lobbying activities of its
staff to influence legislation would typically be performed while the legislatures and
Congress were in session. This resulted in the companies using a default allocator that
charged 50 percent of lobbying costs above-the-line to operating accounts and 50 percent
below-the-line to Account 426.4, Expenditures for Certain Civic, Political, and Related
Activities.

Audit staff interviewed internal lobbyists and their support staff to understand
their roles and job assignments, and reviewed lobbyists’ schedules as documented in
email, itineraries from industry conferences, and other materials. Duke Energy
represented that the companies’ internal lobbyist performed internal corporate functions
such as (1) budgeting, (2) performance appraisals, (3) training, and (4) other activities.
However, audit staff could not determine based on documentation provided, that the
50/50 labor allocation split between above- and below-the-line accounting for lobbying
and related costs was accurate or reasonable. Moreover, audit staff discovered that the
companies neither had a formal oversight review process to assess the accuracy of the
labor allocations nor maintained documentation to support the allocations.

General Instructions No. 9, Distribution of Pay and Expenses of Employees, and
No. 10, Payroll Distribution, require public utilities to charge lobbying-related labor to
operations based on actual time engaged in utility operations or on a representative time
study, and to maintain data supporting distribution of the labor to operating costs. Audit
staff found that Duke Companies’ charges of lobbying and support staff labor to
operations were neither based on actual time engaged in utility operations nor derived
from representative time studies, as required. The companies also did not maintain data
supporting distribution of the costs to utility operations. Duke Companies’ accounting
for lobbying labor time charges was not consistent with Commission accounting
requirements and could have resulted in the inclusion of inappropriate costs in operating
accounts, and consequently, in charges to transmission service formula rate and
wholesale requirements customers. This could have led to the overcharging of wholesale
ratepayers.

Recommendations
We recommend Duke Companies:

27.Revise written policies and procedures to create a process to document and verify
appropriate allocation of lobbying and lobbying-related costs, and maintain
auditable support for the cost included in rate determinations.

28.Retain an independent third-party entity to conduct a representative labor time
study to determine an appropriate allocation of internal lobbyist labor, support
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staff, and associated costs that should be accounted for in operating and
nonoperating accounts based on time spent by employees engaged in the activities.
Provide the study results to audit staff within 180 days of receiving the final audit
report.

29.Include the results of the labor time study in the determination of lobbying-related
labor cost allocations as of January 1, 2016.

30.Implement policies and procedures to perform a labor time study at least
biennially using an independent third-party or internal company resources that are
able to attest to the results of the study. Revise the lobbying-related labor cost
allocations based on the results of the study.
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8. Nonutility Expenses in Operating Accounts

Duke Companies recorded approximately $490,000 of nonutility expenses in
operating accounts in 2014. As a result, inappropriate costs were included in wholesale
power and transmission formula rate service cost determinations and charged to
customers.

Pertinent Guidance
Accounting Release 12, Discriminatory Employment Practices, states in part:

Expenditures resulting from employment practices found to be
discriminatory by a judicial or administrative decree or that were the result
of a compromise settlement or consent decree are not just and reasonable
cost of utility operations and as such must be charged to nonoperating
expense accounts.

18 C.F.R Part 101, Account 426.1, Donations, states:

This account shall include payments or donations for charitable, social, or
community welfare purposes.

18 C.F.R. Part 101, Account 426.5, Other Deductions, states:

This account shall include other miscellaneous expenses for which are non-
operating in nature, but which are properly deductible before determining total
income before interest charges.

Background

Audit staff reviewed a sample of expenses charged to administrative and general
(A&G) accounts to determine whether the charges were accounted for in accordance
with Commission accounting requirements. The sample included charges to Accounts
920, Administrative and General Salaries, 923, Outside Services Employed, and
926, Employee Pensions and Benefits, in 2012. Audit staff reviewed accounting records
and documentation supporting amounts reported in the accounts, such as invoices, work
orders, and billings. Audit staff also interviewed Duke Companies’ employees with
responsibility for documenting and accounting for costs reported in the accounts.

Audit staff’s review found that Duke Companies accounted for $100,000 of
expenditures resulting from employment practices found to be discriminatory as
operating expenses. However, in accordance with the requirements of Accounting
Release 12, Discriminatory Employment Practices, expenses of this nature should be
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accounted for as nonoperating expenses. Of the $100,000, audit staff found that $40,000
was improperly recorded to Account 923 and inappropriately included in transmission
formula rate determinations. The remaining $60,000 was incorrectly accounted for in
production and distribution operating accounts, including Accounts 519, Coolants and
Water, 524, Miscellaneous Nuclear Power Expenses, and 583, Overhead Line Expenses.
The costs should have been charged to Account 426.5, Other Deductions, consistent with
the instructions of the account. Account 426.5 provides for recording expenses that are
nonoperating in nature, and are properly deductible before determining total income
before interest charges.

Further, audit staff also found that Duke Companies improperly charged about
$39,000 in costs related to donations and charitable contributions to above-the-line
operating accounts rather than Account 426.1, Donations, as required. Account 426.1
provides for reporting payments or donations for charitable, social, or community
welfare purposes. The sampled invoices that audit staff reviewed included expenditures
for charity-related activities that were improperly charged to operating accounts.

Because audit staff’s review involved a select, small sample of transactions out of
a larger population of transactions that involved expenses charged to Accounts 920, 923,
and 926, audit staff believes that review of a larger number of transactions charged to
these accounts may have revealed additional accounting errors that could have resulted in
inappropriate charges to wholesale power and transmission formula rate customers.
Duke Companies represented that they performed an analysis of all charges to the 900
series expense accounts for April 2014 through December 2014, and estimated that they
incorrectly accounted for approximately $490,000 of costs in the accounts in 2014.
These errors are the result of Duke Companies’ lack of documented policies and
insufficient training of employees on Commission requirements pertaining to accounting
for nonoperating expenses. Employees with responsibility for recording expenses of this
nature should have knowledge of the importance of appropriate accounting and the
impact of improper accounting on rates charged through transmission formula rates.

Recommendations
We recommend Duke Companies:

31.Develop and implement written policies, procedures, and controls to ensure proper
accounting and reporting of nonutility expenses.

32.Provide training for employees involved in the invoicing process on Commission

accounting requirements and the impact of the accounting on cost-of-service rate
determinations.
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33. Within 60 days of receiving the final audit report, provide documentation
supporting the analysis performed of invoiced expenses recorded to A&G accounts
in 2014 that identified misclassified nonutility expenses included in A&G accounts.
Develop an estimate of misclassified nonutility expenses accounted for in operating
accounts in 2011 through 2013 and 2015.

34. Implement policies and procedures to provide periodic audits or reviews of A&G
transactions by external or internal auditors.

35. Submit a refund analysis, within 60 days of receiving the final audit report, for
review to DAA that explains and details the following: (1) calculation of refunds
that include the amount of inappropriate recoveries that resulted from the improper
inclusion of identified and estimated nonutility expenses in charges to wholesale
power and transmission customers during the audit period, plus interest on the
costs; (2) determinative components of the refund; (3) refund method; and
(4) period(s) refunds will be made. Include the results of the invoice analysis in the
refund analysis.

36. File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

37.Refund amounts disclosed in the refund report to wholesale power and

transmission customers, with interest calculated in accordance with section 35.19a
of Commission regulations.
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Appendix: Duke Energy’s Comments on Audit Report

53



DUKE Bm‘n D, Savoy _
ENERGY. S e Pt ot A
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March 30, 2016

Mr. Bryan K. Craig

Director and Chief Accountant

Division of Audits and Accounting
Office of Enlorcement

Federal Energy Regulatory Commission
888 First Street NE, Room 5K-13
Washington, DC 20426

RE: Office of Enforcement
Docket No. PA14-2-000
Duke Energy Corporation

Dear Mr. Craig:

On February 19, 2016, the Division of Audits and Accounting (“DAA”) within the Office of
Enforcement of the Federal Energy Regulatory Commission (the “Commission”) issued a draft
audit report setting forth the DAA’s findings and recommendations resulting from the audit of
Duke Energy Corporation (“Duke Energy”) and its public utility subsidiaries® compliance with
(1) conditions in Commission merger authorization orders, (2) transmission formula rate tariff
requirements, and (3) accounting and financial reporting regulations. A fter several constructive
discussions between DAA staff and Duke Energy, the draft audit report was revised several
times. DAA staff sent the latest revision to Duke Energy dated March 29, 2016. Duke Energy is
responding to the March 29 revision.

SUMMARY

In the draft audit report as revised, the DAA made eight findings and 37 associated
recommendations. In sum, Duke Energy accepts five of the eight findings and all associated
recommendations. Duke Energy respectfully disagrees with, but will not contest, two of the eight
findings (findings 2 and 3) and agrees to comply with all associated recommendations. Duke
Energy disagrees with a portion of], but will not contest under 18 CFR Part 41, one of the eight
findings (finding 5) and all recommendations as they apply to the portion with which it
disagrees, and acceplts in part finding 5 and all recommendations as they apply to the accepted
portion. '
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RESPONSE TO FINDINGS

In accordance with the procedures set forth in 18 C.F.R. 41.1, Duke Energy responds to each of
the findings as follows:

¢ Finding 1. Accounting for Merger Transaction Costs —~ Duke Companies did not
file merger transaction accounting entries with the Commission as required by the
Merger Order, and the companies recorded merger transaction costs in operating
accounts, contrary to the Commission’s long-standing policy that such costs be
recorded in nonoperating accounts. By not filing the accounting entries, Duke
Companies prevented Commission review of the merger accounting and correction
of any entries that were not in accordance with Commission accounting
requircments.

Response: Duke Encrgy accepts this finding.

o Finding 2. Merger Transaction Internal Labor Costs — Duke Companies
improperly included approximately $31.4 million of merger transaction internal
labor costs in wholesale power and fransmission formula rate service cost
determinations without first submitting a section 205 filing demonstrating that the
costs were offset by quantified savings produced by the merger. As a result, the
wholesale power and transmission customers’ revenue requirements were
inappropriately overstated an estimated $17.5 million.

Response: Duke Energy respectfully disagrees with this finding, but will not contest it. For the
purpose of establishing a complete record, Duke Energy explains its position as follows.

Duke Energy acknowledges its abligation to hold transmission and wholesale power customers
harmless for five years from costs related to the merger of Duke Energy and Progress Energy,
Inc. (the “Merger”).

Between the time of the Commission’s Merger Order issued on September 30, 2011 and the
closing of the Merger on July 2, 2012, Duke Energy determined that its hold harmless
commitment is intended to apply to costs caused by the Merger (“Incremental Costs”) and not to
costs that would have been incurred even in the absence of the Merger (“*Non-Incremental
Costs”). No Commission orders squarely addressed this issue, and it seemed to be inherent in the
nature of a hold harmless commitment that it would protect customers only from costs that they
would not have incurred otherwise.

On the basis of this logic, Duke Energy did not treat as transaction-related costs any portion of
the regular compensation that employees would have received in the absence of the Merger even
if the employees spent some of their time working on transaction-related activities. The company
would have paid those same salaries to the employees with or without the Merger. Thus the
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regular compensation of employees was viewed as Non-Incremental Costs. On the other hand,
Duke Energy did treat as transaction-related costs any compensation paid to cmployces that
would not have been incurred but for the Merger. For example, this included any bonuses paid to
employees in recognition of the extended hours many employees worked to [ulfill their regular
dutics and to work on merger activities. It also included temporary employees and contractors
hired to backfill for work that could not be absorbed in this manner. These costs were viewed as
Incremental Costs and accordingly were excluded from FERC-jurisdictional rates.

Treatment of internal labor costs in the context of a hold harmless obligation was certainly not a
settled issue in early 2012 or even today. This uncertainty was reflected in the Commission’s
notice of proposed Policy Statement on Hold Harmless Commitments issued January 22, 2015 in
Docket No. PL15-3. In this notice of proposed policy statement issued two and a half ycars afler
the closing of the Merger, the Commission states as follows:

“...we propose to clarify those costs to which hold harmless commitments will
apply. Although the Commission has provided broad guidance regarding the
costs that should be covered under hold harmless commitments, it has never
defined lhose costs with much specificity, leading to inconsistency with respect to
this issue.”

The Commission proposed to clarify that internal labor costs should be treated as transaction-
related costs and stated as follows:

“If the duties of employees are not solely dedicated Lo activities related to a
transaction, internal labor costs deemed merger-related should be determined in a
manner that is proportionally equal to the amount of time spent on the merger
compared to other activities of the utility and tracked accordingly.™

While this proposal is clear on this issue, it is worth repeating that it was issued two and a half
years after the Merger closed. It is also important to note that it is just a proposal at this time
because the final policy statement has not been issued. In addition, some commenters
specifically disagreed with this point.® Finally, the Commlssmn stated in the notice of proposed
policy statement that it would have prospective effect only.*

Notwithstanding Duke Energy’s belief that its failure to exclude from rates Non-Incremental
internal labor costs was not a violation of any settled policy and in fact was based on the most
reasonable interpretation of its hold harmless commitment, Duke Energy will not expend the
resources necessary to contest this issue and will comply with all associated recommendations in
the audit report. Duke Energy reserves all rights in the event that the Commission issues an order

! Pamgraph 16 of the notice of proposed policy statement.

2 Footnote 41 of the notice of proposed policy statement,
See the comments of Edison Electric Institute filed on March 30, 2015 at p. 15-16.
* paragraph 20 of the notice of proposed policy statement.



Mr. Brian K. Craig
March 30, 2016
Page 4 of 12

in the proposed policy statement proceeding or any other proceeding that is not consistent with
Finding 2.

Duke Energy estimates that the total refunds that will be due to transmission and wholesale
power customers arising from this finding will be approximately $1.2 million plus interest.

e Finding 3. Merger Transaction Outside Services and Related Costs — Duke
Companies incorrectly included $1.5 million of merger transaction outside
services and related costs in wholesale power and transmission formula rate
service cost determinations without first submitting a section 205 filing
demonstrating the costs were offset by quantified savings produced by the merger.
In addition, the companies recorded the merger transaction costs in operating
accounts, contrary to the Commission’s long-standing policy that such costs be
recorded in nonoperating accounts. As a result, the wholesale power and
transmission customers’ revenue requirements were inappropriately overstated an
estimated $745,000.

Response: Duke Energy respectfully disagrees with this finding, but will not contest it. For the
purpose of establishing a complete record, Duke Energy explains its position as follows.

The costs which are the subject of this finding are costs incurred in 2010 to investigate, agree to,
and perform preliminary due diligence regarding, the Merger prior to the announcement of the
Merger. Duke Energy made the determination that its hold harmless commitment was not
intended to include such costs incusred during the formative stage of a potential transaction
before it was clear that the company would even pursue the transaction. Like most utility holding
companies, Duke Energy has a corporate development group that regularly investigates and
reviews potential transactions as part of its routine operations. Only a very smal! percentage of
potential transactions reviewed are ever consummated. In order to comply with a hold harmless
commitment as interpreted in this Finding 3 for a transaction that is eventually consummated, the
company would have to track all its costs for each and every potential transaction it reviews even
though the vast majority will never be consummated. This would be unwieldy and wasteful.
Because these potential transactions often will benefit customers, discouraging investigation of
them is not in the best interests of customers.

Treatment of such investigation costs incurred prior to the announcement of a transaction in the
context of a hold harmless obligation was certainly not a settled issue in early 2012 or even
today. This uncertainty was reflected in the Commission’s notice of proposed Policy Statement
on Hold Harmless Commitments discussed in Duke Energy’s response to Finding 2 above.

In the notice of proposed policy statement, the Commission proposed to clarify that such
investigation costs would be subject to the hold harmless commitment.’

3 Paragraph 22 of the notice of proposed policy statement.
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As in Duke Energy’s response to Finding 2 above, we will point out again that the notice of
proposed policy statement was issued two and a half years afler the Merger closcd, and is just o
proposal at this time because the final policy statement has not been issued. In addition, some
commenters specifically disagreed with this point.®

Notwithstanding Duke Energy’s belief that its failure to exclude pre-announcement costs that are
the subject of Finding 3 was not a violation of any settled policy, Duke Encrgy will not expend
the resources necessary to contest this issue and will comply with all associated
recommendations in the audit report,

Duke Energy estimates that the total refunds that will be due to transmission and wholesale
power customers arising from this finding will be approximately $60,000 plus interest.

» Finding 4. Use of the Consolidation Method of Accounting — DEC and DEP
accounted for investments in subsidiaries on a consolidated basis in their FERC
Form No. 1, Annual Reports (Form No. 1), contrary to the Commission’s long-
standing accounting policy.

Response: Duke Energy accepts this finding.

o Finding 5. Accounting for Sales of Accounts Receivable - DEC, DEP, and DEF
misclassified an estimated $94.7 million of nonoperating expenses and receivables
arising from transactions with their subsidiaries during the audit period. As a
result, the wholesale power and transmission customers’ revenue requirements
were inappropriately overstated by an estimated $61 mitlion.

Response: Duke Energy disagrees with the portion of this finding that concerns accounting for
losses on the sale of receivables. However, Duke Energy will not contest this finding under 18
CFR Part 41 because the portion of this finding that relates to accounting for losses on the sale of
receivables, including recommendations 17 and 18, will be held in abeyance and will be subject
to the outcome of Duke Energy’s request for rehearing in Docket No. AC15-174-001 pursuant to
the draft audit report.

o Finding 6. Accounting for Lobbying Expenses: Duke Companies recorded
approximately $2.4 million of lobbying expenses in above-the-line operating
accounts from 2011 through 2013. As a consequence, Duke Companies
improperly included these costs in wholesale power and transmission formula rate
service cost determinations.

Response: Duke Energy accepts this finding.

% See the comments of Edison Electric Institute filed March 30, 2015 at p. 14-15.
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e Finding 7. Allocation of Lobbyist Labor Costs: Duke Companies accounted for
the labor costs of internal lobbyists and their support staff in operating accounts
that lacked support for inclusion in the accounts. Improper accounting for the
costs can lead to inappropriate recovery of the costs through rates charged and
billed to customers.

Response: Duke Encrgy accepts this finding.
o Finding 8. Nonutility Expenses in Operating Accounts: Duke Companies
recorded approximately $490,000 of nonutility expenses in operating accounts in
2014. As a result, inappropriate costs were included in wholesale power and
transmission formula rate service cost determinations and charged to customers.
Response: Duke Energy accepts this finding.
RESPONSE TO RECOMMENDATIONS
Duke Energy will comply with all recommendations except as otherwise stated below. As
requested, Duke Energy proposes target completion dates below for each recommendation
wherever the recommendation does not specify the completion date.

Accounting for Merger Transaction Costs

1. Revise accounting policies and procedures to appropriately account for merger
transactions consistent with Commission accounting requirements.

Target Completion Date: September 30, 2016

2. Develop written policies and procedures to timely identify proposed accounting
transactions that would trigger a notification to the Commission.

Target Completion Date: September 30, 2016

3. Develop written policies and procedures to submit accounting questions of doubtful
interpretation to the Commission.

Target Completion Date: September 30, 2016

4. Provide training to employees on compliance with the merger cost accounting
conditions and the revised policies, procedures, and controls for complying with the
conditions. Also, develop a training program that supports the provision of periodic
training in this area.
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Target Completion Date: December 31, 2016

Merger Transaction Internal Labor Costs

If the Commission issues a policy statement on hold harmless commitments and such policy
statement is inconsistent with Finding 2 or Finding 3, then Duke Energy reserves the right
to seek relief from compliance with any of recommendations 5 ~ 12 as appropriate.

5. Revise all policies and procedures for tracking, accounting, and excluding merger
transaction costs from wholesale power and transmission formula rates, including
amounts previously charged to utility plant, accumulated deferred income taxes,
construction work in progress with the associated capitalized cost of funds used
during construction (AFUDC), and maintcnance and operating expense accounts, and
future charges to such accounts for any transaction to which a FERC hold harmless
obligation applies. The revised procedures should hold customers harmless from all
merger transaction costs consistent with requirements of the Merger Order. Among
other things, the revised policies and procedures should include an annual review of
each subsidiary’s merger transaction cost adjustments as well as periodic evaluations
within the year, as needed and appropriate.

Target Completion Date: September 30, 2016

6. Submit a refund analysis, within 60 days of receiving the final audit report, to DAA
for review that explains and details the following: (1) calculation of refunds that
include the amount of inappropriatc recoveries that resulted from the inclusion of
merger transaction internal labor and related costs in wholesale power and
transmission formula rates during the audit period, plus interest on the costs; (2)
determinative components of the refund; (3) refund method; and (4) period(s) refunds
will be made.

7. File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

Target Completion Date: 45 days after receiving DAA’s assessment of the refund analysis
8. Refund amounts disclosed in the refund report to wholesale power and transmission
customers, with interest calculated in accordance with section 35.19a of Commission

regulations.

Target Completion Date: 45 days after receiving DAA’s assessment of the refund analysis
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Merger Transaction Outside Services and Related Costs

9. Revise accounting policies and procedurces to appropriately account for merger
transaction costs consistent with Commission accounting requirements.

Target Completion Date: September 30, 2016

10. Submit a refund analysis, within 60 days of receiving the final audit report, to DAA
for review that explains and details the following: (1) calculation of refunds that
include the amount of inappropriate recoveries that resulted from the inclusion of
merger transaction outside services and related costs in wholesale power and
transmission formula rate charges during the audit period, plus interest on the costs;
(2) determinative components of the refund; (3) refund method; and (4) period(s)
refunds will be made.

11. File a refund report with the Commission afier receiving DAA’s assessment of the
refund analysis.

Target Completion Date: 45 days afler receiving DAA’s assessment of the refund analysis

12. Refund amounts disclosed in the refund report to wholesale power and transmission
customers, with interest calculated in accordance with section 35.19a of Commission

regulations.
Target Completion Date: 45 days after receiving DAA’s assessment of the refund analysis

Use of the Consolidation Method of Accounting

13. Review and, as needed, revise accounting policies, practices, and procedures to ensure
that investments in subsidiaries are accounted for consistent with the Commission’s
equity method accounting requirements.

Response and Target Completion Date: Duke Encrgy will comply with this recommendation, but
notes that the Commission has granted to DEC, DEP, and DEF a waiver from the requirement to
use the equity method as discussed above. Target Completion date is 60 days after receiving the
final audit report.

14. Evaluate the accounting applied to Duke Companies’ existing subsidiaries and notify
DAA of any areas of noncompliance with Commission accounting requirements.

Target Completion Date: 60 days alter receiving the final audit report.
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15. Revise documented policies, procedures and processes to ensure timely notice is
provided to relevant regulators regarding instances of noncompliance with regulations,
rules, and orders.

Target Completion Date: Seplember 30, 2016

16. Provide (raining to staff on procedures, practices, and available tools to transparently
or anonymously report instances of noncompliance to senior management, the Board
of Directors, and relevant regulators.

Target Completion Date: December 31, 2016
Accounting for Sales of Accounts Receivable

17. Revise procedures to ensure that all costs, revenues, and account balances associated
with the sale of accounts receivable are accounted for in accordance with Commission
accounting regulations. Among other things, the corrected accounting should ensure
that all discounts, fees, and revenues associated with receivable sales are recorded in
Account 426.5, and that the cost of performing collection services on behalf of the
subsidiaries, including employee labor, expenses, and an appropriate allocation of
overhead and utility plant, are recorded in Account 426.5.

Response and Target Completion Date: In accordance with the draft audit report, the portions of
this recommendation that relate to accounting for losses on the sale of receivables are held in
abeyance and subject to the outcome of the rehearing request and any subsequent petitions for
review proceedings. The target completion date for portions that do not relate to accounting for
losses on the salc of reccivables is 60 days after receiving the final audit report.

18. Provide the revised procedures to DAA for review within 60 days of receiving the
final audit report.

Response and Target Completion Date: In accordance with the audit report, the portions of this
recommendation that relate to accounting for losses on the sale of receivables are held in
abeyance and subject to the outcome of the rehearing request and any subsequent petitions for
review proceedings.

19. Recalculate charges to wholesale power and transmission customers of DEC, DEP,
and DEF and submit the recalculations in a refund analysis to DAA for review within
60 days of receiving the final audit report. The refund analysis should explain and
detail the: (1) return of collection service billings charged in 2014; (2) return of losses
on the sales included in rates; (3) determinative components of the refund; (4) refund
method; (5) period(s) refunds will be made; and (6) interest calculated in accordance
with section 35.19 of Commission regulations.
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20. File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

Target Completion Date: 45 days after receiving DAA’s assessment of the refund analysis

21. Refund amounts disclosed in the refund report to wholesale power and transmission
cuslomers, with interest calculated in accordance with section 35.19a of Commission
regulations.

Target Completion Date: 45 days aficr receiving DAA’s assessment of the refund analysis

Accounting for Lobbying Expenses

22. Establish and implement written procedures governing the methods used to account
for, track, report, and review lobbying costs incurred.

Response: Duke Energy has completed this action. Duke Encrgy will update its procedures upon
completion of the labor time study referenced in recommendation 28.

23. Provide training on Commission accounting requirements and the impact of
accounting on cost-of-service rate determinations to employees involved in lobbying
and lobbying-related work, and those with oversight responsibility for lobbying cost
allocations. Also, develop a training program that supports the provision of periodic
training in this area.

Response: Duke Energy has completed this action. Duke Energy will update its procedures upon
completion of the labor time study referenced in recommendation 28.

24. Submit a refund analysis, within 60 days of recciving the final audit report, to DAA
for review that explains and details the following: (1) calculation of refunds that
include the amount of inappropriate recoveries that resulted from the improper
inclusion of lobbying cost in operating accounts during the audit period, plus interest
on the costs; (2) determinative components of the refund; (3) refund method; and (4)
period(s) refunds will be made.

25. File a refund report with the Commission after receiving DAA’s assessment of the
refund analysis.

Target Completion Date: 45 days after receiving DAA’s assessment of the refund analysis

26. Refund amounts disclosed in the refund report to wholesale power and transmission
customers, with interest calculated in accordance with section 35.19a of Commission

regulations.
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Target Completion Date: 45 days aficr receiving DAA’s assessment of the refund analysis

Allocation of Lobbyist Labor Costs

27. Revise written policics and procedures (o create a process to document and verily
appropriate allocation of lobbying and lobbying-related costs, and maintain auditable
support for the cost included in rate determinations.

Response: Duke Energy has completed this action. Duke Energy will update its procedures upon
completion of the labor time study referenced in recommendation 28.

28. Retain an independent third-party entity to conduct a representative labor time study to
determine an appropriate allocation of internal lobbyist labor, support staff, and
associated costs that should be accounted for in operating and nonoperating accounts
based on time spent by employees engaged in the activities. Provide the study results
to audit stafT within 180 days of the date of the final audit report.

29. Include the results of the labor time study in the determination of lobbying-related
labor cost allocations as of January 1, 2016.

Target Completion Date: 180 days afier the date of the final audit report
30. Implement policies and procedures to perform a labor time study biennially using an
independent third-party or internal company resources that are able to attest to the
results of the study. Revise the lobbying-related labor cost allocations based on the
results of the study.

Target Completion Date: 180 days after the date of the final audit report

Nonutility Expenses in Operating Accounts

31. Develop and implement written policies, procedures, and controls to ensure proper
accounting and reporting of nonutility expenses.

Response: Duke Energy has completed this action.
32. Provide training for employees involved in the invoicing process on Commission
accounting requirements and the impact of the accounting on cost-of-service rate

determinations.

Response: Duke Energy has completed this action.
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33. Within 60 days of receiving the (inal audit report, provide documentation supporting
the analysis performed of invoiced expenses recorded to administrative and general
(A&G) accounts in 2014 that identificd misclassified nonutility expenses included in
A&G accounts. Develop an estimate of misclassified nonutility expenses accounted
(or in operating accounts in 2011 through 2013 and 2015.

34. Implement policics and procedures to provide periodic audits or reviews of A&G
transactions by external or internal auditors.

Target Completion Date: 60 days after the date of the final audit report

35. Submit a refund analysis, within 60 days of receiving the final audit report, to DAA
for review that explains and details the following: (1) calculation of refunds that
include the amount of inappropriate recoveries that resulted from the improper
inclusion of identified and estimated nonutility expenses in charges to wholesale
power and transmission customers during the audit period, plus interest on the costs;
(2) determinative components of the refund; (3) refund method; and (4) period(s)
refunds will be made. Include the results of the invoice analysis in the refund analysis.

36. File a refund report with the Commission after receiving DAA’s assessment of the

refund analysis.
Target Completion Date: 45 days afier receiving DAA’s assessment of the refund analysis

37. Refund amounts disclosed in the refund report to wholesale power and transmission
customers, with interest calculated in accordance with section 35.19a of Commission

regulations.

Target Completion Date: 45 days aRer receiving DAA’s assessment of the refund analysis

Duke Energy acknowledges and appreciates the professionalism and the courtesy with which
DAA staff conducted this audit.

Sincerely,

B pian D Somy by fot Koy

Brian D. Savoy
Senior Vice President, Chief Accounting
Officer and Controller
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PROSPECTUS SUPPLEMENT
(To Prospectus dated September 23, 2019)

$3,000,000,000

{~ DUKE
"’ ENERGY.

$500,000,000 Floating Rate Senior Notes due 2023
$1,000,000,000 2.55% Senior Notes due 2031
$750,000,000 3.30% Senior Notes due 2041
$750,000,000 3.50% Senior Notes due 2051

Duke Energy Corporation is offering $3,000,000,000 aggregate principal amount of Senior Notes in four new series. We are offering (i) $500,000,000
aggregate principal amount of Floating Rate Senior Notes due 2023 (the “Floating Rate Notes™), (ii) $1,000,000,000 aggregate principal amount of 2.55%
Senior Notes due 2031 (the “2031 Fixed Rate Notes™), (iii) $750,000,000 aggregate principal amount of 3.30% Senior Notes due 2041 (the “2041 Fixed Rate
Notes”), and (iv) $750,000,000 aggregate principal amount of 3.50% Senior Notes due 2051 (the “2051 Fixed Rate Notes”, and together with the 2031 Fixed Rate
Notes and the 2041 Fixed Rate Notes, the “Fixed Rate Notes”; the Fixed Rate Notes together with the Floating Rate Notes, the “Notes”).

The Floating Rate Notes will bear interest at a floating rate equal to Compounded SOFR (as defined herein), plus 25 basis points, payable quarterly in
arrears on March 10, June 10, September 10 and December 10 of each year, beginning on September 10, 2021, as further described in this prospectus supplement
under the caption “Description of the Notes—Maturity, Interest and Payment—Floating Rate Notes.” The per annum interest rate on the 2031 Fixed Rate
Notes will be 2.55%, the per annum interest rate on the 2041 Fixed Rate Notes will be 3.30% and the per annum interest rate on the 2051 Fixed Rate Notes will
be 3.50%. We will pay interest on the Fixed Rate Notes of each series semi-annually in arrears on June 15 and December 15 of each year, beginning on December 15,
2021.

The Floating Rate Notes will mature as to principal on June 10, 2023, the 2031 Fixed Rate Notes will mature as to principal on June 15, 2031, the 2041
Fixed Rate Notes will mature as to principal on June 15, 2041 and the 2051 Fixed Rate Notes will mature as to principal on June 15, 2051.

We may not redeem the Floating Rate Notes prior to their maturity. We may redeem the Fixed Rate Notes of any series at our option at any time, in
whole or in part and from time to time, as described in this prospectus supplement under the caption “Description of the Notes—Optional Redemption—Fixed
Rate Notes.” The Notes will not have the benefit of any sinking fund. The Notes will be our direct, unsecured and unsubordinated obligations, ranking
equally in priority with all of our existing and future unsecured and unsubordinated indebtedness and senior in right of payment to all of our existing and
future subordinated debt.

The Notes of each series are a new issue of securities with no established trading market. The Notes will not be listed on any securities exchange or
included in any automated quotation system. Please read the information provided under the caption “Description of the Notes” in this prospectus supplement
and “Description of Debt Securities” in the accompanying prospectus for a more detailed description of the Notes.

Investing in the Notes involves risks. See “Risk Factors” beginning on page S-9 of this prospectus supplement.

Proceeds to Duke
Price to the  Underwriting  Energy Corporation
Public(1) Discount(2) Before Expenses

PerFloatingRate Note . . . .. ... ... ... .. ... ... .. ... .. . .. 100.000% 0.250% 99.750%
Total Floating Rate Notes . . . . . .. .. .. .. ... ... ... . ... .. $500,000,000 $1,250,000 $498,750,000
Per2031 FixedRateNote . . . . ... .. ... ... ... .. .. .. .. ... 99.868% 0.650% 99.218%
Total 203 Fixed Rate Notes . . . . . ... .......... ... ... ... ... $998,680,000 $6,500,000 $992,180,000
Per2041 FixedRate Note . . . ... .. .. .. .. ... ... .., 99.752% 0.750% 99.002%
Total 2041 Fixed Rate Notes . . . . .. ......... ... . ... ... ... .. $748,140,000 $5,625,000 $742,515,000
Per2051 FixedRateNote . . . . . ... ... .. ... .. ... .. .. . ., 99.963% 0.875% 99.088%
Total 2051 Fixed Rate Notes . . . . .. .. ... .. ... ... ... .. ... .. .. $749,722,500 $6,562,500 $743,160,000

(1)  Plus accrued interest from June 10, 2021, if settlement occurs after that date.

(2)  The underwriters have agreed to make a payment to us in an amount equal to $3,937,500, including in respect of expenses incurred by us in connection
with these offerings. See “Underwriting (Conflicts of Interest).”

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed upon the
adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation to the contrary is a criminal offense.

We expect the Notes to be ready for delivery only in book-entry form through the facilities of The Depository Trust Company for the accounts of its
participants, including Clearstream Banking, S.A. and Euroclear Bank SA/NV, on or about June 10, 2021.

Joint Book-Running Managers

Barclays BofA Securities PNC Capital Markets LLC RBC Capital Markets Wells Fargo Securities

Citigroup Credit Suisse J.P. Morgan Mizuho Securities Morgan Stanley
Co-Managers
BNY Mellon Capital Markets, LLC KeyBanc Capital Markets Siebert Williams Shank
Academy Securities C.L. King & Great Pacific Mischler Financial Ramirez & Co., Inc. Wolfe Capital
Associates Securities Group, Inc. Markets and
Advisory

The date of this prospectus supplement is June 7, 2021.



You should rely only on the information contained in or incorporated by reference in this prospectus
supplement, the accompanying prospectus and any free writing prospectus authorized by us. We have not, and
the underwriters have not, authorized anyone to provide you with information that is different. If anyone provides
you with different or inconsistent information, you should not rely on it. We are not, and the underwriters are
not, making an offer to sell these securities in any jurisdiction where the offer is not permitted. You should not
assume that the information contained in or incorporated by reference in this prospectus supplement, the
accompanying prospectus or any free writing prospectus authorized by us is accurate as of any date other than
the date of the document containing the information or such other date as may be specified therein. Our business,
financial condition, liquidity, results of operations and prospects may have changed since those respective
dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the specific
terms of these offerings. The second part, the accompanying prospectus, gives more general information,
some of which does not apply to these offerings.

If the description of the offerings varies between this prospectus supplement and the accompanying
prospectus, you should rely on the information contained in or incorporated by reference in this prospectus
supplement.

It is important for you to read and consider all information contained in or incorporated by reference
in this prospectus supplement and the accompanying prospectus in making your investment decision. You
should also read and consider the information contained in the documents to which we have referred you in
“Where You Can Find More Information” in this prospectus supplement and the accompanying prospectus.

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus
supplement and the accompanying prospectus to “Duke Energy,” “we,” “us” and “our” or similar terms are
to Duke Energy Corporation and its subsidiaries.

Notice to Prospective Investors in the European Economic Area

None of this prospectus supplement, the accompanying prospectus or any related free writing prospectus
is a prospectus for the purposes of the Prospectus Regulation (as defined below). This prospectus supplement,
the accompanying prospectus and any related free writing prospectus have been prepared on the basis that
any offer of the Notes in any Member State of the European Economic Area (the “EEA”) will only be made
to a legal entity which is a qualified investor under the Prospectus Regulation (“Qualified Investors™).
Accordingly, any person making or intending to make an offer in that Member State of Notes which are the
subject of one of the offerings contemplated in this prospectus supplement, the accompanying prospectus
and any related free writing prospectus may only do so with respect to Qualified Investors. Neither Duke
Energy Corporation nor the underwriters have authorized, nor do they authorize, the making of any offer of
Notes other than to Qualified Investors. The expression “Prospectus Regulation” means Regulation
(EU) 2017/1129.

Prohibition of Sales to EEA Retail Investors—The Notes are not intended to be offered, sold or
otherwise made available to and should not be offered, sold or otherwise made available to any retail
investor in the EEA. For these purposes, a retail investor means a person who is one (or more) of: (i) a retail
client as defined in point (11) of Article 4(1) of Directive 2014/65/EU, as amended (“MIFID II”); or (i) a
customer within the meaning of Directive (EU) 2016/97 (the “Insurance Distribution Directive”), where that
customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II; or
(iii) not a qualified investor as defined in the Prospectus Regulation. Consequently no key information
document required by Regulation (EU) No 1286/2014, as amended (the “PRIIPs Regulation”) for offering
or selling the Notes or otherwise making them available to retail investors in the EEA has been prepared and
therefore offering or selling the Notes or otherwise making them available to any retail investor in the EEA
may be unlawful under the PRIIPs Regulation.

Notice to Prospective Investors in the United Kingdom

Prohibition of Sales to United Kingdom Retail Investors—The Notes are not intended to be offered,
sold or otherwise made available to and should not be offered, sold or otherwise made available to any retail
investor in the United Kingdom. For these purposes, a retail investor means a person who is one (or more)
of: (i) a retail client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it forms part of
domestic law of the United Kingdom by virtue of the European Union (Withdrawal) Act 2018, as amended
by the European Union (Withdrawal Agreement) Act 2020 (‘EUWA”); or (ii) a customer within the meaning
of the provisions of the United Kingdom’s Financial Services and Markets Act 2000, as amended
(the “FSMA”) and any rules or regulations made under the FSMA to implement the Insurance Distribution
Directive, where that customer would not qualify as a professional client, as defined in point (8) of
Article 2(1) of Regulation (EU) No 600/2014 as it forms part of domestic law of the United Kingdom by
virtue of the EUWA,; or (iii) not a qualified investor as defined in Article 2 of Regulation (EU) 2017/1129 as
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it forms part of domestic law of the United Kingdom by virtue of the EUWA. Consequently no key
information document required by Regulation (EU) No 1286/2014 as it forms part of domestic law of the
United Kingdom by virtue of the EUWA (the “UK PRIIPs Regulation”) for offering or selling the Notes or
otherwise making them available to retail investors in the United Kingdom has been prepared and therefore
offering or selling the Notes or otherwise making them available to any retail investor in the United Kingdom
may be unlawful under the UK PRIIPs Regulation.

The communication of this prospectus supplement, the accompanying prospectus, any related free
writing prospectus, and any other document or materials relating to the issue of the Notes offered hereby is
not being made, and such documents and/or materials have not been approved, by an authorized person
for the purposes of section 21 of the FSMA. Accordingly, such documents and/or materials are not being
distributed to, and must not be passed on to, the general public in the United Kingdom. The communication
of such documents and/or materials as a financial promotion is only being made to those persons in the
United Kingdom who have professional experience in matters relating to investments and who fall within
the definition of investment professionals (as defined in Article 19(5) of the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2005, as amended (the “Financial Promotion Order™)), or who fall
within Article 49(2)(a) to (d) of the Financial Promotion Order, or who are any other persons to whom it may
otherwise lawfully be made under the Financial Promotion Order (all such persons together being referred
to as “relevant persons”). In the United Kingdom, the Notes offered hereby are only available to, and any
investment or investment activity to which this prospectus supplement, the accompanying prospectus and
any related free writing prospectus relates will be engaged in only with, relevant persons. Any person in the
United Kingdom that is not a relevant person should not act or rely on this prospectus supplement, the
accompanying prospectus or any related free writing prospectus or any of their contents.
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PROSPECTUS SUPPLEMENT SUMMARY

The following summary is qualified in its entirety by, and should be read together with, the more detailed
information that is included elsewhere in this prospectus supplement and the accompanying prospectus, as well
as the information that is incorporated or deemed to be incorporated by reference in this prospectus supplement
and the accompanying prospectus. See “Where You Can Find More Information” in this prospectus supplement
Jor information about how you can obtain the information that is incorporated or deemed to be incorporated by
reference in this prospectus supplement and the accompanying prospectus. Investing in the Notes involves
risks. See “Risk Factors” in this prospectus supplement.

Duke Energy Corporation

Duke Energy, together with its subsidiaries, is a diversified energy company with both regulated and
unregulated utility operations. We conduct business through the following operating business segments:
Electric Utilities and Infrastructure, Gas Utilities and Infrastructure, and Commercial Renewables.

Duke Energy’s Electric Utilities and Infrastructure segment conducts operations primarily through the
regulated public utilities of Duke Energy Carolinas, LLC, Duke Energy Progress, LLC, Duke Energy Florida,
LLC, Duke Energy Indiana, LLC and Duke Energy Ohio, Inc. Duke Energy’s Electric Utilities and
Infrastructure segment provides retail electric service through the generation, transmission, distribution and
sale of electricity to approximately 7.9 million customers within the Southeast and Midwest regions of the
U.S. The service territory is approximately 91,000 square miles across six states with a total estimated
population of 25 million people. The operations include electricity sold wholesale to municipalities, electric
cooperative utilities and other load-serving entities. Duke Energy’s Electric Utilities and Infrastructure
segment is also a joint owner of certain electric transmission projects.

Duke Energy’s Gas Ultilities and Infrastructure segment conducts natural gas operations primarily
through the regulated public utilities of Piedmont Natural Gas Company, Inc., Duke Energy Ohio, Inc. and
Duke Energy Kentucky, Inc. Duke Energy’s Gas Utilities and Infrastructure segment serves residential,
commercial, industrial and power generation natural gas customers, including customers served by
municipalities who are wholesale customers. Duke Energy’s Gas Ultilities and Infrastructure segment has
over 1.6 million customers, including more than 1.1 million customers located in North Carolina, South
Carolina and Tennessee, and an additional 541,000 customers located within southwestern Ohio and northern
Kentucky.

Duke Energy’s Commercial Renewables segment primarily acquires, develops, builds, operates and
owns wind and solar renewable generation throughout the continental U.S. The portfolio includes
nonregulated renewable energy and energy storage businesses. Duke Energy’s Commercial Renewables
segment’s renewable energy includes utility-scale wind and solar generation assets, distributed solar generation
assets, distributed fuel cell assets and battery storage projects, which total 2,763 megawatts across 21 states
from 21 wind facilities, 150 solar projects, 70 fuel cell locations and two battery storage facilities.

Duke Energy is a Delaware corporation. The address of Duke Energy’s principal executive offices is
550 South Tryon Street, Charlotte, North Carolina 28202-1803 and its telephone number is (704) 382-3853.
Duke Energy’s common stock is listed and trades on the New York Stock Exchange under the symbol
“DUK.”

The foregoing information about Duke Energy is only a general summary and is not intended to be
comprehensive. For additional information about Duke Energy, you should refer to the information described
under the caption “Where You Can Find More Information” in this prospectus supplement.

Recent Developments

On May 17, 2021, Elliott Investment Management L.P. (“Elliott”), which claims to hold a material
economic interest in our outstanding common stock, publicly released a letter it had sent to our board of
directors which advocated for consideration of certain governance and strategic proposals, including
(1) appointing new independent members to our board and (ii) creating a new strategic review committee to
explore potential spin-offs of our utilities located in Florida and the Midwest. On May 17, 2021, we
issued a response to Elliott in which we stated, among other things, that we believe that there is no strategic
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logic to breaking our company apart and that there is serious risk of dis-synergies that would weigh down
the various spun-off entities and raise questions about the viability of the dividend to shareholders.

We are unable to predict the outcome of this matter at this time.




Maturity Dates .. ..............

Interest Rates . ................

Interest Payment Dates . . .. .......

Ranking

The Offerings
Duke Energy Corporation

We are offering $500,000,000 aggregate principal amount of
the Floating Rate Notes, $1,000,000,000 aggregate principal
amount of the 2031 Fixed Rate Notes, $750,000,000 aggregate
principal amount of the 2041 Fixed Rate Notes, and
$750,000,000 aggregate principal amount of the 2051 Fixed
Rate Notes.

The Floating Rate Notes will mature on June 10, 2023.

The 2031 Fixed Rate Notes will mature on June 15, 2031.
The 2041 Fixed Rate Notes will mature on June 15, 2041.
The 2051 Fixed Rate Notes will mature on June 15, 2051.

The Floating Rate Notes will bear interest at an annual rate
equal to Compounded SOFR (as defined below) plus 25 basis
points. The level of Compounded SOFR and, therefore, the
amount of interest payable with respect to each interest period
(as defined below) will be determined on each corresponding
Interest Payment Determination Date for such interest period.
See “Description of the Notes—Maturity, Interest and
Payment—Floating Rate Notes.”

The per annum interest rate on the 2031 Fixed Rate Notes will
be 2.55%.

The per annum interest rate on the 2041 Fixed Rate Notes will
be 3.30%.

The per annum interest rate on the 2051 Fixed Rate Notes will
be 3.50%.

Interest on the Floating Rate Notes will be payable quarterly
in arrears on March 10, June 10, September 10 and
December 10, beginning on September 10, 2021.

Interest on the Fixed Rate Notes will be payable semi-annually
in arrears on June 15 and December 15 of each year,
beginning on December 15, 2021.

The Notes will be four new series of our direct, unsecured and
unsubordinated obligations, ranking equally in priority with
all of our existing and future unsecured and unsubordinated
indebtedness and senior in right of payment to all of our
existing and future subordinated debt. At March 31, 2021, we
had approximately $19.6 billion of outstanding indebtedness,
consisting of approximately $18.6 billion of unsecured and
unsubordinated indebtedness and $1.0 billion of unsecured
junior subordinated indebtedness. Our Indenture (as defined
herein) contains no restrictions on the amount of additional
indebtedness that we may issue under it.

The Notes will be structurally subordinated to all liabilities
and any preferred stock of our subsidiaries. At March 31, 2021,
our subsidiaries had approximately $43.2 billion of
indebtedness, payment upon approximately $650 million of
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Further Issuance . ..

Optional Redemption

which is guaranteed by Duke Energy Corporation. All of such
guarantees were granted to the holders of certain unsecured
debt of our subsidiary Duke Energy Carolinas, LLC, in
connection with changes in our corporate structure relating to
the closing of our merger with Cinergy Corp. in 2006.

We may from time to time, without the consent of existing
holders, create and issue further notes having the same terms
and conditions as the Floating Rate Notes, the 2031 Fixed Rate
Notes, the 2041 Fixed Rate Notes or the 2051 Fixed Rate
Notes being offered hereby in all respects, except for the issue
date, the price to the public and, if applicable, the initial interest
accrual date and the first interest payment date; provided,
however, that any such additional notes must be fungible with
the then outstanding Floating Rate Notes, the then
outstanding 2031 Fixed Rate Notes, the then outstanding

2041 Fixed Rate Notes or the then outstanding 2051 Fixed
Rate Notes, as the case may be, for U.S. federal income tax
purposes, and any such additional notes, together with the then
outstanding notes of such series, will be taken to constitute
the same series of notes under the Indenture.

We may not redeem the Floating Rate Notes prior to their
maturity.

We will have the right to redeem each series of the Fixed Rate
Notes at any time before the applicable Par Call Date (as set
forth in the table below), in whole or in part and from time to
time, at a redemption price equal to the greater of (1) 100%

of the principal amount of such series of Fixed Rate Notes
being redeemed and (2) the sum of the present values of the
remaining scheduled payments of principal and interest on
such series of Fixed Rate Notes being redeemed that would be
due if such series of Fixed Rate Notes matured on the
applicable Par Call Date (exclusive of interest accrued to the
redemption date), discounted to the redemption date on a
semi-annual basis (assuming a 360-day year consisting of
twelve 30-day months) at the Treasury Rate (as defined herein)
plus a number of basis points equal to the applicable
Make-Whole Spread (as set forth in the table below), plus, in
each case, accrued and unpaid interest on the principal amount
of such series of Fixed Rate Notes being redeemed to, but
excluding, such redemption date.

We will have the right to redeem each series of the Fixed Rate
Notes at any time on or after the applicable Par Call Date,

in whole or in part and from time to time, at a redemption price
equal to 100% of the principal amount of such series of

Fixed Rate Notes being redeemed plus accrued and unpaid
interest on the principal amount of such series of Fixed Rate
Notes being redeemed to, but excluding, such redemption date.
See “Description of the Notes—Optional Redemption—
Fixed Rate Notes.”
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NoSinkingFund . ..............

Useof Proceeds . . .. ............

Conflicts of Interest . .. ..........

Book-Entry

Make-Whole
Series Par Call Date Spread

2031 Fixed Rate Notes  March 15, 2031 15 basis points
2041 Fixed Rate Notes ~ December 15,2040 20 basis points
2051 Fixed Rate Notes  December 15, 2050 20 basis points

There will not be any sinking fund for the Notes.

The aggregate net proceeds from the sale of the Notes, after
deducting the respective underwriting discounts and related
offering expenses and giving effect to the underwriters’ payment
to us, will be approximately $2.98 billion. We intend to use

the aggregate net proceeds from the sale of the Notes (i) to
redeem on June 15, 2021, $500,000,000 aggregate principal
amount of our outstanding 3.55% Senior Notes due
September 15, 2021 (the “3.55% Senior Notes™), (ii) to repay
at maturity $750,000,000 aggregate principal amount of our
outstanding 1.800% Senior Notes due September 1, 2021

(the “1.800% Senior Notes”), (iii) to repay a portion of our
outstanding commercial paper, of which a portion was issued
to fund the repayment at maturity of $500 million aggregate
principal amount of our Floating Rate Senior Notes due

May 14, 2021, and (iv) for general corporate purposes. At
May 31, 2021, we had approximately $3.4 billion of commercial
paper outstanding with a weighted average interest rate of
approximately 0.18% per year. We issue commercial paper from
time to time to fund our working capital and other needs and
those of our subsidiaries. A portion of the aggregate net
proceeds may be invested temporarily in short-term interest-
bearing accounts, securities or similar investments until they
are used for their intended purposes. See “Use of Proceeds.”

We expect that the sale of each series of the Notes will take
place concurrently. However, the sales of the Floating Rate
Notes, the 2031 Fixed Rate Notes, the 2041 Fixed Rate Notes
and the 2051 Fixed Rate Notes are not conditioned upon
each other, and we may consummate the sales of one or more
series of Notes and not any of the other series of Notes, or
consummate the sales at different times.

Certain of the underwriters or their affiliates may own our
outstanding commercial paper or some of the 3.55% Senior
Notes and/or the 1.800% Senior Notes described above, which
are expected to be redeemed or repaid with a portion of the
aggregate net proceeds from the sale of the Notes. See
“Underwriting (Conflicts of Interest)—Conflicts of Interest.”

Each series of the Notes will be represented by one or more
global securities registered in the name of and deposited with
or on behalf of The Depository Trust Company (“DTC”) or its
nominee. Beneficial interests in each series of the Notes will
be represented through book-entry accounts of financial
institutions acting on behalf of beneficial owners as direct and
indirect participants in DTC. Investors may elect to hold
interests in the global securities through either DTC in the
United States or Clearstream Banking, S.A. (“Clearstream”)
or Euroclear Bank SA/NV, as operator of the Euroclear System
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Trustee . ...

Calculation Agent ..............

Risk Factors

(the “Euroclear System”), in Europe if they are participants in
those systems, or indirectly through organizations which are
participants in those systems. This means that you will not
receive a certificate for your Notes and Notes will not be
registered in your name, except under certain limited
circumstances described under the caption “Book-Entry
System.”

The Bank of New York Mellon Trust Company, N.A.
The Bank of New York Mellon Trust Company, N.A.

An investment in the Notes involves risks. You should
carefully consider the discussion of risks under the caption
“Risk Factors” in this prospectus supplement and the other
information in this prospectus supplement and the
accompanying prospectus, including under the caption
“Cautionary Statement Regarding Forward-Looking
Information” in this prospectus supplement, before making an
investment decision.
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RISK FACTORS

In addition to the risk factors described below, you should carefully consider the risk factors in our
Annual Report on Form 10-K for the year ended December 31, 2020 and our Quarterly Report on Form 10-Q
for the quarterly period ended March 31, 2021, each of which has been filed with the Securities and
Exchange Commission (the “SEC”) and is incorporated by reference in this prospectus supplement and the
accompanying prospectus, as well as all of the other information included or incorporated by reference in
this prospectus supplement and the accompanying prospectus, before making an investment decision.

Additional Risks Related to the Floating Rate Notes

The Secured Overnight Financing Rate (“SOFR”) is a relatively new reference rate and its composition and
characteristics are not the same as the London Inter-Bank Offered Rate (“LIBOR”).

On June 22, 2017, the Alternative Reference Rates Committee (“ARRC”) convened by the Board of
Governors of the Federal Reserve System and the Federal Reserve Bank of New York identified the SOFR
as the rate that, in the consensus view of the ARRC, represented best practice for use in certain new U.S.
dollar derivatives and other financial contracts. SOFR is a broad measure of the cost of borrowing cash
overnight collateralized by U.S. Treasury securities, and has been published by the Federal Reserve Bank of
New York since April 2018. The Federal Reserve Bank of New York has also begun publishing historical
indicative Secured Overnight Financing Rates from 2014. Investors should not rely on any historical changes
or trends in SOFR as an indicator of future changes in SOFR.

The composition and characteristics of SOFR are not the same as those of LIBOR, and SOFR s
fundamentally different from LIBOR for two key reasons. First, SOFR is a secured rate, while LIBOR is an
unsecured rate. Second, SOFR is an overnight rate, while LIBOR is a forward-looking rate that represents
interbank funding over different maturities (e.g., three months). As a result, there can be no assurance that
SOFR (including Compounded SOFR) will perform in the same way as LIBOR would have at any time,
including, without limitation, as a result of changes in interest and yield rates in the market, market volatility
or global or regional economic, financial, political, regulatory, judicial or other events.

SOFR has a very limited history, and the future performance of SOFR cannot be predicted based on historical
performance.

The publication of SOFR began in April 2018, and, therefore, it has a very limited history. The future
performance of SOFR cannot be predicted based on the limited historical performance. Levels of SOFR
going forward may bear little or no relation to the historical actual or historical indicative data. Prior observed
patterns, if any, in the behavior of market variables and their relation to SOFR, such as correlations, may
change in the future. While some pre-publication historical data have been released by the Federal Reserve
Bank of New York, such analysis inherently involves assumptions, estimates and approximations. Because the
future performance of SOFR cannot be predicted, no future performance of SOFR may be inferred from
any of the historical actual or historical indicative data. Hypothetical or historical performance data are not
indicative of, and have no bearing on, the potential performance of SOFR. There can be no assurance
that SOFR will be positive.

SOFR may be more volatile than other benchmark or market rates.

Since the initial publication of SOFR, daily changes in SOFR have, on occasion, been more volatile
than daily changes in other benchmark or market rates, such as U.S. dollar LIBOR. Although changes in
Compounded SOFR generally are not expected to be as volatile as changes in daily levels of SOFR, the return
on and value of the Floating Rate Notes may fluctuate more than floating rate debt securities that are
linked to less volatile rates. In addition, the volatility of SOFR has reflected the underlying volatility of the
overnight U.S. Treasury repurchase agreement (“repo”) market. The Federal Reserve Bank of New York has
at times conducted operations in the overnight U.S. Treasury repo market in order to help maintain the
federal funds rate within a target range. There can be no assurance that the Federal Reserve Bank of New
York will continue to conduct such operations in the future, and the duration and extent of any such operations
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is inherently uncertain. The effect of any such operations, or of the cessation of such operations to the
extent they are commenced, is uncertain and could be materially adverse to investors in the Floating Rate
Notes.

Any failure of SOFR to gain market acceptance could adversely affect the Floating Rate Notes.

According to the ARRC, SOFR was developed for use in certain U.S. dollar derivatives and other
financial contracts as an alternative to U.S. dollar LIBOR in part because it is considered a good
representation of general funding conditions in the overnight U.S. Treasury repo market. However, as a rate
based on transactions secured by U.S. Treasury securities, it does not measure bank-specific credit risk
and, as a result, is less likely to correlate with the unsecured short-term funding costs of banks. This may
mean that market participants would not consider SOFR a suitable replacement or successor for all of the
purposes for which U.S. dollar LIBOR historically has been used (including, without limitation, as a
representation of the unsecured short-term funding costs of banks), which may, in turn, lessen market
acceptance of SOFR. Any failure of SOFR to gain market acceptance could adversely affect the return on
and value of the Floating Rate Notes and the price at which you can sell the Floating Rate Notes in the
secondary market.

In addition, if SOFR does not prove to be widely used as a benchmark in securities that are similar or
comparable to the Floating Rate Notes, the trading price of the Floating Rate Notes may be lower than
those of securities that are linked to rates that are more widely used. Similarly, market terms for floating-
rate debt securities linked to SOFR, such as the spread over the base rate reflected in interest rate provisions
or the manner of compounding the base rate, may evolve over time, and trading prices of the Floating
Rate Notes may be lower than those of later-issued SOFR-based debt securities as a result. Investors in the
Floating Rate Notes may not be able to sell the Floating Rate Notes at all or may not be able to sell the
Floating Rate Notes at prices that will provide them with a yield comparable to similar investments that have
a developed secondary market, and may consequently suffer from increased pricing volatility and market
risk.

The interest rate on the Floating Rate Notes is based on a Compounded SOFR rate and the SOFR Index, both
of which are relatively new in the marketplace.

For each interest period, the interest rate on the Floating Rate Notes is based on Compounded SOFR,
which will be calculated using the SOFR Index (as defined below) published by the Federal Reserve Bank of
New York according to the specific formula described in this prospectus supplement under the caption
“Description of the Notes—Maturity, Interest and Payment—Floating Rate Notes—Compounded SOFR,”
not the SOFR rate published on or in respect of a particular date during such interest period or an
arithmetic average of SOFR rates during such period. For this and other reasons, the interest rate on the
Floating Rate Notes during any interest period will not necessarily be the same as the interest rate on other
SOFR-linked investments that use an alternative basis to determine the applicable interest rate. Further, if the
SOFR rate in respect of a particular date during an interest period is negative, its contribution to the
SOFR Index will be less than one, resulting in a reduction to Compounded SOFR used to calculate the
interest payable on the Floating Rate Notes on the Floating Rate Interest Payment Date (as defined below)
for such interest period.

Very limited market precedent exists for securities that use SOFR as the interest rate and the method
for calculating an interest rate based upon SOFR in those precedents varies. In addition, the Federal Reserve
Bank of New York only began publishing the SOFR Index on March 2, 2020. Accordingly, the use of the
SOFR Index or the specific formula for the Compounded SOFR rate used in the Floating Rate Notes may not
be widely adopted by other market participants, if at all. If the market adopts a different calculation
method, that would likely adversely affect the liquidity and market value of the Floating Rate Notes.

Compounded SOFR with respect to a particular interest period will only be capable of being determined near
the end of the relevant interest period.

The level of Compounded SOFR applicable to a particular interest period and, therefore, the amount
of interest payable with respect to such interest period will be determined on the Interest Payment
Determination Date for such interest period. Because each such date is near the end of such interest period,
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you will not know the amount of interest payable with respect to a particular interest period until shortly
prior to the related Floating Rate Interest Payment Date and it may be difficult for you to reliably estimate
the amount of interest that will be payable on each such Floating Rate Interest Payment Date. In addition,
some investors may be unwilling or unable to trade the Floating Rate Notes without changes to their
information technology systems. An inability to reliably estimate accrued and unpaid interest as well as
potential need for some investors to change their information technology systems could both adversely impact
the liquidity and trading price of the Floating Rate Notes.

The SOFR Index may be modified or discontinued and the Floating Rate Notes may bear interest by reference
to a rate other than Compounded SOFR, which could adversely affect the value of the Floating Rate Notes.

The SOFR Index is published by the Federal Reserve Bank of New York based on data received by it
from sources other than us, and we have no control over its methods of calculation, publication schedule,
rate revision practices or availability of the SOFR Index at any time. There can be no guarantee, particularly
given its relatively recent introduction, that the SOFR Index will not be discontinued or fundamentally
altered in a manner that is materially adverse to the interests of investors in the Floating Rate Notes. If the
manner in which the SOFR Index is calculated, including the manner in which SOFR is calculated, is changed,
that change may result in a reduction in the amount of interest payable on the F loating Rate Notes and
the trading price of the Floating Rate Notes. In addition, the Federal Reserve Bank of New York may
withdraw, modify or amend the published SOFR Index or SOFR data in its sole discretion and without
notice. The interest rate for any interest period will not be adjusted for any modifications or amendments to
the SOFR Index or SOFR data that the Federal Reserve Bank of New York may publish after the interest
rate for that interest period has been determined.

If we (or our designee (which may be an independent financial advisor or any other designee of ours
(any of such entities, a “Designee™)) determine that a Benchmark Transition Event and its related Benchmark
Replacement Date (each as defined below) have occurred in respect of the SOFR Index, then the interest
rate on the Floating Rate Notes will no longer be determined by reference to the SOFR Index, but instead
will be determined by reference to a different rate, plus a spread adjustment, which is referred to as a
“Benchmark Replacement”, as further described in this prospectus supplement under the caption
“Description of the Notes—Maturity, Interest and Payment—Floating Rate Notes.”

If a particular Benchmark Replacement (as defined below) or Benchmark Replacement Adjustment
(as defined below) cannot be determined, then the next-available Benchmark Replacement or Benchmark
Replacement Adjustment will apply. These replacement rates and adjustments may be selected, recommended
or formulated by (i) the Relevant Governmental Body (as defined below) (such as the ARRGQC), (ii) the
International Swaps and Derivatives Association (“ISDA”) or (iii) in certain circumstances, us (or our
Designee). In addition, the terms of the Floating Rate Notes expressly authorize us (or our Designee) to
make Benchmark Replacement Conforming Changes (as defined below) with respect to, among other things,
changes to the definition of “interest period”, timing and frequency of determining rates and making
payments of interest, rounding of amounts or tenors, and other administrative matters. The determination
of a Benchmark Replacement, the calculation of the interest rate on the F loating Rate Notes by reference to
a Benchmark Replacement (including the application of a Benchmark Replacement Adjustment), any
implementation of Benchmark Replacement Conforming Changes and any other determinations, decisions
or elections that may be made under the terms of the Floating Rate Notes in connection with a Benchmark
Transition Event, could adversely affect the value of the Floating Rate Notes, the return on the F loating Rate
Notes and the price at which you can sell the Floating Rate Notes.

In addition, (i) the composition and characteristics of the Benchmark Replacement will not be the
same as those of Compounded SOFR, the Benchmark Replacement may not be the economic equivalent of
Compounded SOFR, there can be no assurance that the Benchmark Replacement will perform in the
same way as Compounded SOFR would have at any time and there is no guarantee that the Benchmark
Replacement will be a comparable substitute for Compounded SOFR (each of which means that a Benchmark
Transition Event could adversely affect the value of the Floating Rate Notes, the return on the F loating
Rate Notes and the price at which you can sell the Floating Rate Notes), (ii) any failure of the Benchmark
Replacement to gain market acceptance could adversely affect the Floating Rate Notes, (iii) the Benchmark
Replacement may have a very limited history and the future performance of the Benchmark Replacement
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may not be predicted based on historical performance, (iv) the secondary trading market for Floating Rate
Notes linked to the Benchmark Replacement may be limited and (v) the administrator of the Benchmark
Replacement may make changes that could change the value of the Benchmark Replacement or discontinue
the Benchmark Replacement and has no obligation to consider your interests in doing so.

We (or our Designee) will make certain determinations with respect to the Floating Rate Notes, which
determinations may adversely affect the Floating Rate Notes.

We (or our Designee) will make certain determinations with respect to the Floating Rate Notes as
further described in this prospectus supplement under the caption “Description of the Notes—Maturity,
Interest and Payment—Floating Rate Notes.” For example, if a Benchmark Transition Event and its related
Benchmark Replacement Date have occurred, we (or our Designee) will make certain determinations with
respect to the Floating Rate Notes in our (or our Designee’s) sole discretion as further described in this
prospectus supplement under the caption “Description of the Notes—Maturity, Interest and Payment—
Floating Rate Notes.” Any determination, decision or election pursuant to the benchmark replacement
provisions not made by our Designee will be made by us. Any of these determinations may adversely affect the
value of the Floating Rate Notes, the return on the Floating Rate Notes and the price at which you can sell
such Floating Rate Notes. Moreover, certain determinations may require the exercise of discretion and the
making of subjective judgments, such as with respect to Compounded SOFR or the occurrence or non-
occurrence of a Benchmark Transition Event and any Benchmark Replacement Conforming Changes. These
potentially subjective determinations may adversely affect the value of the Floating Rate Notes, the return
on the Floating Rate Notes and the price at which you can sell such Floating Rate Notes. For further
information regarding these types of determinations, see “Description of the Notes—Maturity, Interest and
Payment—Floating Rate Notes—Compounded SOFR.”
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This prospectus supplement, the accompanying prospectus, and the information incorporated by
reference herein and therein, include forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended and Section 21E of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”). Forward-looking statements are based on management’s beliefs and assumptions and
can often be identified by terms and phrases that include “anticipate,” “believe,” “intend,” “estimate,”
“expect,” “continue,” “should,” “could,” “may,” “plan,” “project,” “predict,” “will,” “potential,” “forecast,”
“target,” “guidance,” “outlook,” or other similar terminology. Various factors may cause actual results to be
materially 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:

* The impact of the COVID-19 pandemic;

* State, federal and foreign legislative and regulatory initiatives, including costs of compliance with
existing and future environmental requirements, including those related to 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 related to coal ash remediation, including amounts for required closure of certain
ash impoundments, are uncertain and difficult to estimate;

* The ability to recover eligible costs, including amounts associated with coal ash impoundment
retirement obligations and costs related to significant weather events, and to earn an adequate return
on investment through rate case proceedings and the regulatory process;

* The costs of decommissioning nuclear facilities could prove to be more extensive than amounts
estimated and all costs may not be fully recoverable through the regulatory process;

* The risk that the credit ratings of Duke Energy or its subsidiaries may be different from what the
companies expect;

* Costs and effects of legal and administrative proceedings, settlements, investigations and claims;

* Industrial, commercial and residential growth or decline in service territories or customer bases
resulting from sustained downturns of the economy and the economic health of our service territories
or variations in customer usage patterns, including energy efficiency efforts and use of alternative
energy sources, such as self-generation and distributed generation technologies;

* 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 private solar and battery
storage, in Duke Energy service territories could result in customers leaving the electric distribution
system, excess generation resources as well as stranded costs;

* Advancements in technology;
¢ Additional competition in electric and natural gas markets and continued industry consolidation;

* The influence of weather and other natural phenomena on operations, including the economic,
operational and other effects of severe storms, hurricanes, droughts, earthquakes and tornadoes,
including extreme weather associated with climate change;

¢ Changing customer expectations and demands including heightened emphasis on environmental,
social and governance concerns;

* 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 United
States electric grid or generating resources;

* Operational interruptions to our natural gas distribution and transmission activities;

* The availability of adequate interstate pipeline transportation capacity and natural gas supply;
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* The impact on facilities and business from a terrorist attack, cybersecurity threats, data security
breaches, operational accidents, information technology failures or other catastrophic events such as
fires, explosions, pandemic health events or other similar occurrences;

* The inherent risks associated with the operation of nuclear facilities, including environmental,
health, safety, regulatory and financial risks, including the financial stability of third-party service
providers;

¢ The timing and extent of changes in commodity prices and interest rates and the ability to recover
such costs through the regulatory process, where appropriate, and their impact on liquidity positions
and the value of underlying assets;

* The results of financing efforts, including the ability to obtain financing on favorable terms, which
can be affected by various factors, including credit ratings, interest rate fluctuations, compliance with
debt covenants and conditions and general market and economic conditions;

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

* Construction and development risks associated with the completion of Duke Energy’s or its
subsidiaries’ capital investment projects, including risks related to financing, obtaining and complying
with terms of permits, meeting construction budgets and schedules, and satisfying operating and
environmental 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;

* The ability to obtain adequate insurance at acceptable costs;

* Employee workforce factors, including the potential inability to attract and retain key personnel;
* The ability of our subsidiaries to pay dividends or distributions to Duke Energy Corporation;

* The performance of projects undertaken by our nonregulated businesses and the success of efforts to
invest in and develop new opportunities;

* The effect of accounting pronouncements issued periodically by accounting standard-setting bodies;

* The impact of United States tax legislation to our financial condition, results of operations or cash
flows and our credit ratings;

¢ The impacts from potential impairments of goodwill or equity method investment carrying values;
and

¢ The ability to implement our business strategy, including enhancing existing technology systems.

Additional risks and uncertainties are identified and discussed in our reports filed with the SEC and
are available at the SEC’s website. In light of these risks, uncertainties and assumptions, the events described
in the forward-looking statements included or incorporated by reference in this prospectus supplement
and the accompanying prospectus might not occur or might occur to a different extent or at a different time
than described. Forward-looking statements speak only as of the date they are made and we expressly
disclaim an obligation to publicly update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise.
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USE OF PROCEEDS

The aggregate net proceeds from the sale of the Notes, after deducting the respective underwriting
discounts and related offering expenses and giving effect to the underwriters’ payment to us, will be
approximately $2.98 billion. We intend to use the aggregate net proceeds from the sale of the Notes (i) to
redeem on June 15, 2021, $500,000,000 aggregate principal amount of our outstanding 3.55% Senior Notes
due September 15, 2021 (the “3.55% Senior Notes™), (ii) to repay at maturity $750,000,000 aggregate
principal amount of our outstanding 1.800% Senior Notes due September 1, 2021 (the “1.800% Senior
Notes”), (iii) to repay a portion of our outstanding commercial paper, of which a portion was issued to fund
the repayment at maturity of $500 million aggregate principal amount of our Floating Rate Senior Notes
due May 14, 2021, and (iv) for general corporate purposes. At May 31, 2021, we had approximately $3.4 billion
of commercial paper outstanding with a weighted average interest rate of approximately 0.18% per year.

We issue commercial paper from time to time to fund our working capital and other needs and those of our
subsidiaries. A portion of the aggregate net proceeds may be invested temporarily in short-term interest-
bearing accounts, securities or similar investments until they are used for their intended purposes.

Certain of the underwriters or their affiliates may own our outstanding commercial paper or some of
the 3.55% Senior Notes and/or the 1.800% Senior Notes described above, which are expected to be redeemed
or repaid with a portion of the aggregate net proceeds from the sale of the Notes. See “Underwriting
(Conflicts of Interest)—Conflicts of Interest.”

We expect that the sale of each series of the Notes will take place concurrently. However, the sales of
the Floating Rate Notes, the 2031 Fixed Rate Notes, the 2041 Fixed Rate Notes and the 2051 Fixed Rate
Notes are not conditioned upon each other, and we may consummate the sales of one or more series of Notes
and not any of the other series of Notes, or consummate the sales at different times.
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DESCRIPTION OF THE NOTES

General

The following description of the terms of the Notes summarizes certain general terms that will apply
to the Notes. The Notes will be issued as four new series of senior debt securities under an Indenture between
us and The Bank of New York Mellon Trust Company, N.A. (formerly known as The Bank of New York
Trust Company, N.A.), as Trustee, dated as of June 3, 2008, as supplemented from time to time, including by
the Twenty-fifth Supplemental Indenture, dated as of June 10, 2021, relating to the Notes, collectively
referred to as the “Indenture.”

Please read the following information concerning the Notes in conjunction with the statements under
“Description of Debt Securities” in the accompanying prospectus, which the following information
supplements and, in the event of any inconsistencies, supersedes. Capitalized terms not defined in this
prospectus supplement are used as defined in the Indenture or as otherwise provided in the accompanying
prospectus.

The Notes are issuable in denominations of $2,000 or any integral multiple of $1,000 in excess thereof.

The Floating Rate Notes will be issued in an initial aggregate principal amount of $500,000,000, the
2031 Fixed Rate Notes will be issued in an initial aggregate principal amount of $1,000,000,000, the 2041
Fixed Rate Notes will be issued in an initial aggregate principal amount of $750,000,000 and the 2051 Fixed
Rate Notes will be issued in an initial aggregate principal amount of $750,000,000.

We may from time to time, without the consent of existing holders, create and issue further notes
having the same terms and conditions as the Floating Rate Notes, the 2031 Fixed Rate Notes, the 2041
Fixed Rate Notes or the 2051 Fixed Rate Notes being offered hereby in all respects, except for the issue date,
the price to the public and, if applicable, the initial interest accrual date and the first interest payment date;
provided, however, that any such additional notes must be fungible with the then outstanding Floating Rate
Notes, the then outstanding 2031 Fixed Rate Notes, the then outstanding 2041 Fixed Rate Notes or the
then outstanding 2051 Fixed Rate Notes, as the case may be, for U.S. federal income tax purposes, and any
such additional notes, together with the then outstanding notes of such series, will be taken to constitute the
same series of notes under the Indenture.

As used in this prospectus supplement, “business day” means, with respect to the Notes, any day other
than a Saturday or Sunday that is neither a legal holiday in New York, New York nor a day on which banking
institutions in New York, New York are authorized or required by law, regulation or executive order to
close, or a day on which the Corporate Trust Office is closed for business.

Ranking

The Notes will be our direct, unsecured and unsubordinated obligations, ranking equally in priority
with all of our existing and future unsecured and unsubordinated indebtedness and senior in right of payment
to all of our existing and future subordinated debt. At March 31, 2021, we had approximately $19.6 billion
of outstanding indebtedness, consisting of approximately $18.6 billion of unsecured and unsubordinated
indebtedness and $1.0 billion of unsecured junior subordinated indebtedness. The Indenture contains no
restrictions on the amount of additional indebtedness that we may issue under it.

The Notes will be structurally subordinated to all liabilities and any preferred stock of our subsidiaries.
At March 31, 2021, our subsidiaries had approximately $43.2 billion of indebtedness, payment upon
approximately $650 million of which is guaranteed by Duke Energy Corporation. All of such guarantees were
granted to the holders of certain unsecured debt of our subsidiary Duke Energy Carolinas, LLC, in
connection with changes in our corporate structure relating to the closing of our merger with Cinergy Corp.
in 2006.

Maturity, Interest and Payment

Floating Rate Notes

The Floating Rate Notes will bear interest from June 10, 2021 at a floating rate determined in the
manner described below, payable quarterly in arrears on March 10, June 10, September 10 and December 10
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of each year (each, a “Floating Rate Interest Payment Date”), beginning on September 10, 2021. The
Floating Rate Notes will bear interest at an annual rate equal to Compounded SOFR, determined as
described below, plus 25 basis points (the “Margin”).

The record date for interest payable on any Floating Rate Interest Payment Date shall be the close of
business on (i) the business day immediately preceding such Floating Rate Interest Payment Date so long as
all of the Floating Rate Notes remain in book-entry only form or (ii) the fifteenth calendar day immediately
preceding such Floating Rate Interest Payment Date if any of the Floating Rate Notes do not remain in book-
entry only form. Interest on the Floating Rate Notes will accrue from and including June 10, 2021 to, but
excluding, the first Floating Rate Interest Payment Date. Starting on the first Floating Rate Interest Payment
Date, interest on the Floating Rate Notes will accrue from and including the last Floating Rate Interest
Payment Date to which we have paid, or duly provided for the payment of, interest on the Floating Rate Notes
to, but excluding, the next succeeding Floating Rate Interest Payment Date. No interest will accrue on the
Floating Rate Notes for the day that the Floating Rate Notes matures. The amount of interest payable for any
interest period will be computed on the basis of a 360-day year and the actual number of days in the
Observation Period (as defined below).

If any Floating Rate Interest Payment Date falls on a day that is not a business day, we will make the
interest payment on the next succeeding business day unless that business day is in the next succeeding
calendar month, in which case (other than in the case of the maturity date) we will make the interest payment
on the immediately preceding business day. If an interest payment is made on the next succeeding business
day, no interest will accrue as a result of the delay in payment. If the maturity date of the Floating Rate Notes
falls on a day that is not a business day, the payment due on such date will be postponed to the next
succeeding business day, and no further interest will accrue in respect of such postponement.

As further described herein, on each Interest Payment Determination Date relating to the applicable
Floating Rate Interest Payment Date, the Calculation Agent (as defined below) will calculate the amount of
accrued interest payable on the Floating Rate Notes by multiplying (i) the outstanding principal amount
of the Floating Rate Notes by (ii) the product of (a) the interest rate for the relevant interest period multiplied
by (b) the quotient of the actual number of calendar days in such Observation Period divided by 360. In
no event will the interest rate on the Floating Rate Notes be less than zero.

The term “interest period”, with respect to the Floating Rate Notes, means (i) the period commencing
on any Floating Rate Interest Payment Date (or, with respect to the initial interest period only, commencing
on the date of original issuance) to, but excluding, the next succeeding Floating Rate Interest Payment
Date or, (ii) in the case of the last such period, the period from and including the Floating Rate Interest
Payment Date immediately preceding the maturity date to, but excluding, the maturity date.

Secured Overnight Financing Rate and the SOFR Index

The Secured Overnight Financing Rate (SOFR) is published by the Federal Reserve Bank of New
York and is intended to be a broad measure of the cost of borrowing cash overnight collateralized by U.S.
Treasury securities.

The SOFR Index is published by the Federal Reserve Bank of New York and measures the cumulative
impact of compounding SOFR on a unit of investment over time, with the initial value set to 1.00000000 on
April 2, 2018, the first vatue date of SOFR. The SOFR Index value reflects the effect of compounding
SOFR each business day and allows the calculation of compounded SOFR averages over custom time
periods.

The Federal Reserve Bank of New York notes on its publication page for the SOFR Index that use of
the SOFR Index is subject to important limitations, indemnification obligations and disclaimers, including
that the Federal Reserve Bank of New York may alter the methods of calculation, publication schedule, rate
revision practices or availability of the SOFR Index at any time without notice. The interest rate for any
interest period will not be adjusted for any modifications or amendments to the SOFR Index or SOFR data
that the Federal Reserve Bank of New York may publish after the interest rate for that interest period has
been determined.
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Compounded SOFR. “Compounded SOFR” will be determined by the Calculation Agent in
accordance with the following formula (and the resulting percentage will be rounded, if necessary, to the
nearest one hundred-thousandth of a percentage point):

SOFR 1
Indexga  — X 360
SOFR d:
Indexsi:

where:

“SOFR Indexg,,,,” = For periods other than the initial interest period, the SOFR Index value on the
preceding Interest Payment Determination Date, and, for the initial interest period, the SOFR Index value
two U.S. Government Securities Business Days before the date of original issuance;

“SOFR Indexg,y” = The SOFR Index value on the Interest Payment Determination Date relating to
the applicable Floating Rate Interest Payment Date (or, in the final interest period, relating to the maturity
date); and

“d.” is the number of calendar days in the relevant Observation Period.
For purposes of determining Compounded SOFR:

“Interest Payment Determination Date” means the date that is two U.S. Government Securities
Business Days before each Floating Rate Interest Payment Date.

“Observation Period” means, in respect of each interest period, the period from, and including, the
date that is two U.S. Government Securities Business Days preceding the first date in such interest period
to, but excluding, the date that is two U.S. Government Securities Business Days preceding the Floating Rate
Interest Payment Date for such interest period (or in the final interest period, preceding the maturity date).

“SOFR Index” means, with respect to any U.S. Government Securities Business Day:

(1) the SOFR Index value as published by the SOFR Administrator (as defined below) as such index
appears on the SOFR Administrator’s Website at 3:00 p.m. (New York time) on such U.S.
Government Securities Business Day (the “SOFR Index Determination Time”); provided that:

(2) if a SOFR Index value does not so appear as specified in (1) above at the SOFR Index
Determination Time, then: (i) if a Benchmark Transition Event and its related Benchmark
Replacement Date have not occurred with respect to SOFR, then Compounded SOFR shall be the
rate determined pursuant to the “SOFR Index Unavailable Provisions” described below; or (ii) if
a Benchmark Transition Event and its related Benchmark Replacement Date have occurred with
respect to SOFR, then Compounded SOFR shall be the rate determined pursuant to the “Effect
of Benchmark Transition Event” provisions described below.

“SOFR” means the daily secured overnight financing rate as provided by the SOFR Administrator on
the SOFR Administrator’s Website.

“SOFR Administrator” means the Federal Reserve Bank of New York (or a successor administrator of
SOFR).

“SOFR Administrator’s Website” means the website of the Federal Reserve Bank of New York,
currently at http://www.newyorkfed.org, or any successor source.

“U.S. Government Securities Business Day” means any day except for a Saturday, a Sunday or a day
on which the Securities Industry and Financial Markets Association recommends that the fixed income
departments of its members be closed for the entire day for purposes of trading in U.S. government securities.

Notwithstanding anything to the contrary in any transaction documents relating to the Floating Rate
Notes, if we (or our Designee) determine on or prior to the relevant Reference Time (as defined below) that
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a Benchmark Transition Event and its related Benchmark Replacement Date have occurred with respect to
determining Compounded SOFR, then the benchmark replacement provisions set forth below under “Effect
of Benchmark Transition Event” will thereafter apply to all determinations of the rate of interest payable
on the Floating Rate Notes.

For the avoidance of doubt, in accordance with the benchmark replacement provisions, after a
Benchmark Transition Event and its related Benchmark Replacement Date have occurred, the interest rate
for each interest period on the Floating Rate Notes will be an annual rate equal to the sum of the Benchmark
Replacement and the Margin.

SOFR Index Unavailable Provisions. If a SOFR Indexg,,,, or SOFR Indexg,, is not published on the
associated Interest Payment Determination Date and a Benchmark Transition Event and its related
Benchmark Replacement Date have not occurred with respect to SOFR, “Compounded SOFR” means, for
the applicable interest period for which such index is not available, the rate of return on a daily compounded
interest investment calculated in accordance with the formula for SOFR Averages, and definitions required
for such formula, published on the SOFR Administrator’s Website, initially located at
https://www.newyorkfed.org/markets/treasury-repo-reference-rates-information. For the purposes of this
provision, references in the SOFR Averages compounding formula and related definitions to “calculation
period” shall be replaced with “Observation Period” and the words “that is, 30-, 90-, or 180- calendar days”
shall be removed. If SOFR does not so appear for any day, “i”’ in the Observation Period, SOFRi for such
day “i” shall be SOFR published in respect of the first preceding U.S. Government Securities Business Day for
which SOFR was published on the SOFR Administrator’s Website.

Effect of Benchmark Transition Event

Benchmark Replacement

If we (or our Designee) determine that a Benchmark Transition Event and its related Benchmark
Replacement Date have occurred prior to the Reference Time in respect of any determination of the
Benchmark on any date, the Benchmark Replacement will replace the then-current Benchmark for all
purposes relating to the Floating Rate Notes in respect of such determination on such date and all
determinations on all subsequent dates.

Benchmark Replacement Conforming Changes

In connection with the implementation of a Benchmark Replacement, we (or our Designee) will have
the right to make Benchmark Replacement Conforming Changes from time to time.

Decisions and Determinations

Any determination, decision or election that may be made by us (or our Designee) pursuant to the
benchmark replacement provision described in this subsection “Effect of Benchmark Transition Event,”
including any determination with respect to tenor, rate or adjustment or of the occurrence or non-occurrence
of an event, circumstance or date and any decision to take or refrain from taking any action or any selection,
will be conclusive and binding absent manifest error, will be made in our (or our Designee’s) sole discretion,
and, notwithstanding anything to the contrary in any transaction documents relating to the Floating Rate
Notes, shall become effective without consent from the holders of the Floating Rate Notes or any other

party.
Certain Defined Terms

As used in this subsection “Effect of Benchmark Transition Event,” the following terms have the
following meanings:

“Benchmark” means, initially, Compounded SOFR, as such term is defined above; provided that if a
Benchmark Transition Event and its related Benchmark Replacement Date have occurred with respect to
Compounded SOFR (or the published SOFR Index used in the calculation thereof) or the then-current
Benchmark, then “Benchmark™ means the applicable Benchmark Replacement.

S-19



“Benchmark Replacement” means the first alternative set forth in the order below that can be determined
by us (or our Designee) as of the Benchmark Replacement Date:

(1) the sum of: (a) the alternate rate of interest that has been selected or recommended by the
Relevant Governmental Body as the replacement for the then-current Benchmark and (b) the
Benchmark Replacement Adjustment;

(2) the sum of: (a) the ISDA Fallback Rate and (b) the Benchmark Replacement Adjustment; and

(3) the sum of: (a) the alternate rate of interest that has been selected by us (or our Designee) as the
replacement for the then-current Benchmark giving due consideration to any industry-accepted rate
of interest as a replacement for the then-current Benchmark for U.S. dollar denominated Floating
Rate Notes at such time and (b) the Benchmark Replacement Adjustment.

“Benchmark Replacement Adjustment” means the first alternative set forth in the order below that can
be determined by us (or our Designee) as of the Benchmark Replacement Date:

(1) the spread adjustment, or method for calculating or determining such spread adjustment, (which
may be positive or negative value or zero) that has been selected or recommended by the Relevant
Governmental Body for the applicable Unadjusted Benchmark Replacement;

(2) if the applicable Unadjusted Benchmark Replacement is equivalent to the ISDA Fallback Rate,
then the ISDA Fallback Adjustment; and

(3) the spread adjustment (which may be a positive or negative value or zero) that has been selected by
us (or our Designee) giving due consideration to any industry-accepted spread adjustment, or
method for calculating or determining such spread adjustment, for the replacement of the
then-current Benchmark with the applicable Unadjusted Benchmark Replacement for U.S. dollar
denominated Floating Rate Notes at such time.

The Benchmark Replacement Adjustment shall not include the Margin specified in this prospectus
supplement and such Margin shall be applied to the Benchmark Replacement to determine the interest
payable on the Floating Rate Notes.

“Benchmark Replacement Conforming Changes” means, with respect to any Benchmark Replacement,
any technical, administrative or operational changes (including changes to the definition or interpretation
of “interest period”, timing and frequency of determining rates and making payments of interest, rounding
of amounts or tenor, and other administrative matters), or any other changes to any other terms or
provisions of the Floating Rate Notes, in each case that we (or our Designee) decide may be appropriate to
reflect the adoption of such Benchmark Replacement in a manner substantially consistent with market
practice (or, if we (or our Designee) decide that adoption of any portion of such market practice is not
administratively feasible or if we (or our Designee) determine that no market practice for use of the
Benchmark Replacement exists, in such other manner as we (or our Designee) determine is reasonably
necessary or practicable).

“Benchmark Replacement Date” means the earliest to occur of the following events with respect to the
then-current Benchmark:

(1) in the case of clause (1) or (2) of the definition of “Benchmark Transition Event,” the later of
(a) the date of the public statement or publication of information referenced therein and (b) the
date on which the administrator of the Benchmark permanently or indefinitely ceases to provide the
Benchmark; or

(2) in the case of clause (3) of the definition of “Benchmark Transition Event,” the date of the public
statement or publication of information referenced therein.

For the avoidance of doubt, if the event giving rise to the Benchmark Replacement Date occurs on the
same day as, but earlier than, the Reference Time in respect of any determination, the Benchmark Replacement
Date will be deemed to have occurred prior to the Reference Time for such determination.
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“Benchmark Transition Event” means the occurrence of one or more of the following events with
respect to the then-current Benchmark (including the daily published component used in the calculation
thereof):

(1) a public statement or publication of information by or on behalf of the administrator of the
Benchmark (or such component) announcing that such administrator has ceased or will cease to
provide the Benchmark (or such component), permanently or indefinitely, provided that, at the time
of such statement or publication, there is no successor administrator that will continue to
provide the Benchmark (or such component);

(2) a public statement or publication of information by the regulatory supervisor for the administrator
of the Benchmark (or such component), the central bank for the currency of the Benchmark (or
such component), an insolvency official with jurisdiction over the administrator for the Benchmark
(or such component), a resolution authority with jurisdiction over the administrator for the
Benchmark (or such component) or a court or an entity with similar insolvency or resolution
authority over the administrator for the Benchmark (or such component), which states that the
administrator of the Benchmark (or such component) has ceased or will cease to provide the
Benchmark (or such component) permanently or indefinitely, provided that, at the time of such
statement or publication, there is no successor administrator that will continue to provide the
Benchmark (or such component); or

(3) a public statement or publication of information by the regulatory supervisor for the administrator
of the Benchmark announcing that the Benchmark is no longer representative.

“ISDA Definitions” means the 2006 ISDA Definitions published by the International Swaps and
Derivatives Association, Inc. or any successor thereto, as amended or supplemented from time to time, or
any successor definitional booklet for interest rate derivatives published from time to time.

“ISDA Fallback Adjustment” means the spread adjustment (which may be a positive or negative value
or zero) that would apply for derivatives transactions referencing the ISDA Definitions to be determined
upon the occurrence of an index cessation event with respect to the Benchmark.

“ISDA Fallback Rate” means the rate that would apply for derivatives transactions referencing the
ISDA Definitions to be effective upon the occurrence of an index cessation date with respect to the
Benchmark for the applicable tenor excluding the applicable ISDA Fallback Adjustment.

“Reference Time” with respect to any determination of the Benchmark means (1) if the Benchmark is
Compounded SOFR, the SOFR Index Determination Time, as such time is defined above, and (2) if the
Benchmark is not Compounded SOFR, the time determined by us (or our Designee) in accordance with the
Benchmark Replacement Conforming Changes.

“Relevant Governmental Body” means the Federal Reserve Board and/or the Federal Reserve Bank of
New York, or a committee officially endorsed or convened by the Federal Reserve Board and/or the Federal
Reserve Bank of New York or any successor thereto.

“Unadjusted Benchmark Replacement” means the Benchmark Replacement excluding the Benchmark
Replacement Adjustment.

Calculation of the Floating Interest Rate

The “Calculation Agent” means a banking institution or trust company appointed by us to act as
calculation agent, initially The Bank of New York Mellon Trust Company, N.A.

Absent willful misconduct, bad faith or manifest error, the calculation of the applicable interest rate for
each interest period by the Calculation Agent, or in certain circumstances described above, by us (or our
Designee) will be final and binding on us, the Trustee, and the holders of the Floating Rate Notes.

None of the Trustee, paying agent, registrar or Calculation Agent shall be under any obligation (i) to
monitor, determine or verify the unavailability or cessation of SOFR or the SOFR Index, or whether or
when there has occurred, or to give notice to any other transaction party of the occurrence of, any Benchmark
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Transition Event or related Benchmark Replacement Date, (ii) to select, determine or designate any
Benchmark Replacement, or other successor or replacement benchmark index, or whether any conditions
to the designation of such a rate or index have been satisfied, (iii) to select, determine or designate any
Benchmark Replacement Adjustment, or other modifier to any replacement or successor index, or the business
day convention, interest determination dates or any other relevant methodology for calculating any such
substitute or successor benchmark, or (iv) to determine whether or what Benchmark Replacement Conforming
Changes are necessary or advisable, if any, in connection with any of the foregoing. In connection with the
foregoing, the Calculation Agent will be entitled to conclusively rely on any determinations made by us (or our
Designee) and will have no liability for such actions taken at the direction of us (or our Designee).

None of the Trustee, paying agent, registrar or Calculation Agent shall be liable for any inability, failure
or delay on its part to perform any of its duties described in this prospectus supplement and the accompanying
prospectus as a result of the unavailability of SOFR, the SOFR Index or other applicable Benchmark
Replacement, including as a result of any failure, inability, delay, error or inaccuracy on the part of any
other transaction party in providing any direction, instruction, notice or information contemplated by this
prospectus supplement and the accompanying prospectus and reasonably required for the performance of
such duties.

Fixed Rate Notes

The 2031 Fixed Rate Notes will mature on June 15, 2031 and will bear interest at a rate of 2.55% per
annum from June 10, 2021 or from the most recent interest payment date to which interest on the 2031
Fixed Rate Notes has been paid or duly provided for.

The 2041 Fixed Rate Notes will mature on June 15, 2041 and will bear interest at a rate of 3.30% per
annum from June 10, 2021 or from the most recent interest payment date to which interest on the 2041
Fixed Rate Notes has been paid or duly provided for.

The 2051 Fixed Rate Notes will mature on June 15, 2051 and will bear interest at a rate of 3.50% per
annum from June 10, 2021 or from the most recent interest payment date to which interest on the 2051
Fixed Rate Notes has been paid or duly provided for.

Interest on the Fixed Rate Notes shall be payable semi-annually in arrears on June 15 and December 15
of each year, commencing on December 15, 2021.

If an interest payment date falls on a day that is not a business day, interest will be payable on the next
succeeding business day (and without any interest or payment in respect of any such delay) with the same
force and effect as if made on such interest payment date. If a due date for the payment of interest or principal
on the Fixed Rate Notes falls on a day that is not a business day, then the payment will be made on the
next succeeding business day, and no interest will accrue on the amounts payable for the period from and
after the original due date and until the next business day. Interest will be paid to the person in whose name
each Fixed Rate Note is registered at the close of business on the record date for the applicable interest
payment date, which will be the close of business on (i) the business day immediately preceding such interest
payment date so long as all of the Fixed Rate Notes remain in book-entry only form or (ii) the fifteenth
calendar day next preceding such interest payment date (whether or not a business day) if any of the Fixed
Rate Notes do not remain in book-entry only form. Interest on the Fixed Rate Notes will be calculated on the
basis of a 360-day year, consisting of twelve 30-day months.

Optional Redemption

Floating Rate Notes

We may not redeem the Floating Rate Notes prior to their maturity.

Fixed Rate Notes

We will have the right to redeem each series of the Fixed Rate Notes at any time before the applicable
Par Call Date (as set forth in the table below), in whole or in part and from time to time, at a redemption
price equal to the greater of (1) 100% of the principal amount of such series of Fixed Rate Notes being
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redeemed and (2) the sum of the present values of the remaining scheduled payments of principal and
interest on such series of Fixed Rate Notes being redeemed that would be due if such series of Fixed Rate
Notes matured on the applicable Par Call Date (exclusive of interest accrued to the redemption date),
discounted to the redemption date on a semi-annual basis (assuming a 360-day year consisting of twelve
30-day months) at the Treasury Rate plus a number of basis points equal to the applicable Make-Whole
Spread (as set forth in the table below), plus, in each case, accrued and unpaid interest on the principal amount
of such series of Fixed Rate Notes being redeemed to, but excluding, such redemption date.

We will have the right to redeem each series of the Fixed Rate Notes at any time on or after the
applicable Par Call Date, in whole or in part and from time to time, at a redemption price equal to 100% of
the principal amount of such series of Fixed Rate Notes being redeemed plus accrued and unpaid interest on
the principal amount of such series of Fixed Rate Notes being redeemed to, but excluding, such redemption
date.

Series Par Call Date Make-Whole Spread
2031 Fixed Rate Notes . .......... March 15, 2031 (the “2031 Par Call Date”) 15 basis points
2041 Fixed Rate Notes ........... December 15, 2040 (the “2041 Par Call Date”) 20 basis points
2051 Fixed Rate Notes . .......... December 15, 2050 (the “2051 Par Call Date”) 20 basis points

For purposes of these redemption provisions relating to the Fixed Rate Notes, the following terms have
the following meanings:

“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation
Agent as having an actual or interpolated maturity comparable to the remaining term of the applicable
series of Fixed Rate Notes to be redeemed (assuming, for this purpose, that the 2031 Fixed Rate Notes
matured on the 2031 Par Call Date, the 2041 Fixed Rate Notes matured on the 2041 Par Call Date and the
2051 Fixed Rate Notes matured on the 2051 Par Call Date), that would be utilized, at the time of selection and
in accordance with customary financial practice, in pricing new issues of corporate debt securities of a
comparable maturity to the remaining term of such series of Fixed Rate Notes.

“Comparable Treasury Price” means with respect to any redemption date for the Fixed Rate Notes of
each series, (1) the average of the Reference Treasury Dealer Quotations for such redemption date, after
excluding the highest and lowest of such Reference Treasury Dealer Quotations, or (2) if fewer than four of
such Reference Treasury Dealer Quotations are obtained, the average of all such Reference Treasury
Dealer Quotations as determined by us.

“Quotation Agent” means one of the Reference Treasury Dealers appointed by us.

“Reference Treasury Dealer” means each of (i) Barclays Capital Inc., BofA Securities, Inc., RBC Capital
Markets, LLC and Wells Fargo Securities, LLC and (ii) a Primary Treasury Dealer (as defined below) selected
by PNC Capital Markets LLC, or, in each case, their respective affiliates or successors, each of which is a
primary U.S. Government securities dealer in the United States (a “Primary Treasury Dealer”); provided,
however, that if any of the foregoing or their affiliates or successors shall cease to be a Primary Treasury
Dealer, we shall substitute therefor another Primary Treasury Dealer.

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and
any redemption date, the average, as determined by the Quotation Agent, of the bid and asked prices for the
applicable Comparable Treasury Issue (expressed in each case as a percentage of its principal amount)
quoted in writing to the Quotation Agent by such Reference Treasury Dealer at 5:00 p.m., New York City
time, on the third business day preceding such redemption date.

“Treasury Rate” means, with respect to any redemption date, the rate per annum equal to the semi-annual
equivalent yield to maturity or interpolated maturity (on a day count basis) of the applicable Comparable
Treasury Issue, assuming a price for such Comparable Treasury Issue (expressed as a percentage of its principal
amount) equal to the applicable Comparable Treasury Price for such redemption date.

Redemption Procedures

We will provide not less than 10 nor more than 60 days’ notice mailed (or, as long as the Fixed Rate
Notes are represented by one or more global securities, transmitted in accordance with DTC’s procedures)
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to each registered holder of the Fixed Rate Notes to be redeemed. If the redemption notice is given and
funds deposited as required, then interest will cease to accrue from and after the redemption date on the Fixed
Rate Notes or portions of such Fixed Rate Notes called for redemption. In the event that any redemption
date is not a business day, we will pay the redemption price on the next business day without any interest or
other payment due to the delay. If less than all of the Fixed Rate Notes of any series are being redeemed,
the Fixed Rate Notes or portions of the Fixed Rate Notes of such series being redeemed shall be selected for
redemption in accordance with DTC’s standard procedures.

Sinking Fund

There is no provision for a sinking fund applicable to the Notes.

Reports

We will provide the Trustee any information, documents or reports required to be filed by us with the
SEC under Section 13 or Section 15(d) of the Exchange Act within 15 days after the same is filed with the
SEC. See “Where You Can Find More Information.”

Concerning the Trustee and Calculation Agent

The Bank of New York Mellon Trust Company, N.A. is the Trustee and the Calculation Agent for the
Floating Rate Notes. We and some of our affiliates have banking relationships with The Bank of New York
Mellon Trust Company, N.A. and its affiliates. The Bank of New York Mellon Trust Company, N.A. or
its affiliate also serves as trustee or agent under other indentures and agreements pursuant to which our
securities and securities of some of our affiliates are outstanding. BNY Mellon Capital Markets, LLC, one
of the underwriters participating in the offerings, is an affiliate of the Trustee and the Calculation Agent.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS FOR NON-U.S. HOLDERS

The following discussion summarizes certain U.S. federal income tax considerations relevant to the
acquisition, ownership and disposition of the Notes, and does not purport to be a complete analysis of all
potential U.S. federal income tax considerations. This discussion only applies to Notes that are held as capital
assets, within the meaning of section 1221 of the Internal Revenue Code of 1986, as amended (the “Code”),
and that are purchased in the initial offering at the initial offering price by Non-U.S. Holders (as defined
below).

This summary is based on the Code, administrative pronouncements, judicial decisions and regulations
of the Treasury Department, changes to any of which subsequent to the date of this prospectus supplement
may affect the tax consequences described herein. This discussion does not describe all of the U.S. federal
income tax considerations that may be relevant to Non-U.S. Holders in light of their particular circumstances
or to Non-U.S. Holders subject to special rules, such as certain financial institutions, tax-exempt
organizations, insurance companies, traders or dealers in securities or commodities, persons holding Notes
as part of a hedge or other integrated transaction, accrual method taxpayers subject to special tax accounting
rules as a result of their use of certain financial statements under Section 451(b) of the Code or certain
former citizens or residents of the United States. This discussion does not address any U.S. federal income
tax consequences for U.S. taxpayers who purchase Notes. Persons considering the purchase of Notes are
urged to consult their tax advisors with regard to the application of the U.S. federal income tax laws to
their particular situations as well as any tax consequences arising under the laws of any state, local or foreign
taxing jurisdiction. Furthermore, this discussion does not describe the effect of U.S. federal estate and gift
tax laws or the effect of any applicable foreign, state or local laws.

We have not and will not seek any rulings or opinions from the Internal Revenue Service (the “IRS™)
with respect to the matters discussed below. There can be no assurance that the IRS will not take a different
position concerning the tax consequences of the acquisition, ownership or disposition of the Notes or
that any such position would not be sustained.

Prospective investors should consult their own tax advisors with regard to the application of the U.S,
federal income tax considerations discussed below to their particular situations as well as the application of
any state, local, foreign or other tax laws, including gift and estate tax laws.

For purposes of this summary, a “Non-U.S. Holder” means a beneficial owner of a Note that, for U.S.
federal income tax purposes, is neither a partnership (including an entity or arrangement treated as a
partnership for U.S. federal income tax purposes) nor (i) an individual that is a citizen or resident of the
United States; (ii) a corporation or other entity treated as a corporation for U.S. federal income tax purposes
that is created or organized under the laws of the United States, any state thereof or the District of
Columbia; (iii) an estate the income of which is subject to U.S. federal income taxation regardless of its
source; or (iv) a trust if (A) a court within the United States is able to exercise primary supervision over its
administration and one or more United States persons (as defined in the Code) have the authority to control
all substantial decisions of such trust, or (B) the trust has made an election under the applicable Treasury
regulations to be treated as a United States person.

If a partnership, or other entity or arrangement treated as a partnership for U.S. federal income tax
purposes, holds Notes, the tax treatment of a partner in such a partnership will generally depend upon the
status of the partner and the activities of the partnership. Partners in a partnership holding Notes should
consult their tax advisor as to the particular U.S. federal income tax considerations relevant to the
acquisition, ownership and disposition of the Notes applicable to them.

Interest

It is anticipated, and this discussion assumes, that the Notes will not be issued with more than a de
minimis amount of original issue discount. Except if interest on the Notes is effectively connected with the
conduct by a Non-U.S. Holder of a trade or business within the United States, and subject to the discussions
below under “Foreign Account Tax Compliance Act” and “Information Reporting and Backup
Withholding,” a Non-U.S. Holder generally will not be subject to U.S. federal income or withholding tax on
payments of interest on the Notes provided that such Non-U.S. Holder (A) does not directly or indirectly,

S-25



actually or constructively, own 10% or more of the total combined voting power of all classes of our stock
entitled to vote, (B) is not a controlled foreign corporation that is related to us directly or constructively
through stock ownership, (C) is not a bank receiving such interest on an extension of credit made pursuant
to a loan agreement entered into in the ordinary course of its trade or business, and (D) satisfies certain
certification requirements. Such certification requirements will be met if (x) the Non-U.S. Holder provides
its name and address, and certifies on an IRS Form W-8BEN or IRS Form W-8BEN-E (or a substantially
similar form), under penalties of perjury, that it is not a United States person or (y) a securities clearing
organization or certain other financial institutions holding the Notes on behalf of the Non-U.S. Holder
certifies on IRS Form W-8IMY, under penalties of perjury, that such certification has been received by it and
furnishes us or our paying agent with a copy thereof. In addition, we or our paying agent must not have
actual knowledge or reason to know that the beneficial owner of the Notes is a United States person.

If interest on the Notes is not effectively connected with the conduct by the Non-U.S. Holder of a trade
or business within the United States, but such Non-U.S. Holder does not satisfy the other requirements
outlined in the preceding paragraph, interest on the Notes generally will be subject to U.S. withholding tax
at a 30% rate (or a lower applicable treaty rate).

If interest on the Notes is effectively connected with the conduct by a Non-U.S. Holder of a trade or
business within the United States, and, if certain tax treaties apply, is attributable to a permanent establishment
or fixed base within the United States, the Non-U.S. Holder generally will be subject to U.S. federal
income tax on a net income basis at the rate applicable to United States persons generally (and, with respect
to corporate holders, may also be subject to a 30% branch profits tax or a lower applicable treaty branch
profits tax rate). If interest on the Notes is effectively connected with a conduct by a Non-U.S. Holder of a
trade or business within the United States, such interest payments will not be subject to U.S. withholding tax
so long as the Non-U.S. Holder provides us or our paying agent with the appropriate documentation
(generally an IRS Form W-8ECI).

Sale, Redemption, or Other Taxable Disposition of the Notes

Subject to the discussion below under “Information Reporting and Backup Withholding,” a Non-U.S.
Holder generally will not be subject to U.S. federal withholding tax with respect to gain, if any, recognized
on the sale, redemption, or other taxable disposition of the Notes. A Non-U.S. Holder will also generally not
be subject to U.S. federal income tax with respect to such gain, unless (i) the gain is effectively connected
with the conduct by such Non-U.S. Holder of a trade or business within the United States, and, if certain
tax treaties apply, is attributable to a permanent establishment or fixed base within the United States, or (ii) in
the case of a Non-U.S. Holder that is a nonresident alien individual, such Non-U.S. Holder is present in
the United States for 183 or more days in the taxable year of the disposition and certain other conditions are
satisfied. In the case described in (i) above, gain or loss recognized on the disposition of such Notes
generally will be subject to U.S. federal income taxation in the same manner as if such gain or loss were
recognized by a United States person, and, in the case of a Non-U.S. Holder that is a foreign corporation,
may also be subject to the branch profits tax at a rate of 30% (or a lower applicable treaty branch profits tax
rate). In the case described in (ii) above, the Non-U.S. Holder will be subject to a 30% tax (or a lower
applicable treaty rate) on any capital gain recognized on the disposition of the Notes (after being offset by
certain U.S. source capital losses).

Information Reporting and Backup Withholding

Information returns will be filed annually with the IRS in connection with payments we make on the
Notes. Copies of these information returns may also be made available under the provisions of a specific
tax treaty or other agreement to the tax authorities of the country in which the Non-U.S. Holder resides.
Unless the Non-U.S. Holder complies with certification procedures to establish that it is not a United States
person, information returns may be filed with the IRS in connection with the proceeds from a sale,
redemption, or other disposition of the Notes, and the Non-U.S. Holder may be subject to backup
withholding (currently at a rate of 24%) on payments on the Notes or on the proceeds from a sale, redemption,
or other disposition of the Notes. The certification procedures required to claim the exemption from
withholding on interest described above will satisfy the certification requirements necessary to avoid the
backup withholding as well. The amount of any backup withholding from a payment to a Non-U.S. Holder
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generally will be allowed as a credit against the Non-U.S. Holder’s U.S. federal income tax liability and may
entitle the Non-U.S. Holder to a refund, provided that the required information is furnished to the IRS in
a timely manner.

Foreign Account Tax Compliance Act

Under the Foreign Account Tax Compliance Act and related IRS guidance concerning foreign account
tax compliance rules (“FATCA”), a 30% U.S. withholding tax is imposed on certain payments (which includes
interest payments on the Notes) made to a non-United States entity that fails to take required steps to
provide information regarding its “United States accounts” or its direct or indirect “substantial United States
owners,” as applicable, or to make a required certification that it has no such accounts or owners. We will
not be obligated to make any “gross up” or additional payments in respect of amounts withheld on the Notes
if we determine that we must so withhold in order to comply with FATCA in respect of the amounts
described above. Prospective investors should consult their own tax advisors regarding FATCA and whether
it may be relevant to the ownership and disposition of the Notes.
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BOOK-ENTRY SYSTEM

We have obtained the information in this section concerning DTC and its book-entry system and
procedures from sources that we believe to be reliable, but we take no responsibility for the accuracy of this
information.

Each series of the Notes initially will be represented by one or more fully registered global securities.
Each global security will be deposited with, or on behalf of, DTC or any successor thereto and registered in
the name of Cede & Co., DTC’s nominee.

Investors may elect to hold interests in each global security through either DTC in the United States or
Clearstream or the Euroclear System in Europe if they are participants of such systems, or indirectly through
organizations which are participants in such systems. Clearstream and the Euroclear System will hold
interests on behalf of their participants through customers’ securities accounts in Clearstream’s and the
Euroclear System’s names on the books of their respective depositaries, which in turn will hold such interests
in customers’ securities accounts in the depositaries’ names on the books of DTC. Citibank N.A. will act
as depositary for Clearstream and JPMorgan Chase Bank, N.A. will act as depositary for the Euroclear
System (in such capacities, the “U.S. Depositaries™).

You may hold your interests in a global security in the United States through DTC, either as a
participant in such system or indirectly through organizations which are participants in such system. So
long as DTC or its nominee is the registered owner of the global securities representing the Notes, DTC or
such nominee will be considered the sole owner and holder of the Notes for all purposes of the Notes and the
Indenture. Except as provided below, owners of beneficial interests in the Notes will not be entitled to have
the Notes registered in their names, will not receive or be entitled to receive physical delivery of the Notes in
definitive form and will not be considered the owners or holders of the Notes under the Indenture, including
for purposes of receiving any reports that we or the Trustee deliver pursuant to the Indenture. Accordingly,
each person owning a beneficial interest in a Note must rely on the procedures of DTC or its nominee
and, if such person is not a participant, on the procedures of the participant through which such person
owns its interest, in order to exercise any rights of a holder of Notes.

Unless and until we issue the Notes in fully certificated form under the limited circumstances described
below under the heading “—Certificated Notes™:

+ you will not be entitled to receive physical delivery of a certificate representing your interest in the
Notes;

« all references in this prospectus supplement or in the accompanying prospectus to actions by holders
will refer to actions taken by DTC upon instructions from its direct participants; and

+ all references in this prospectus supplement or the accompanying prospectus to payments and
notices to holders will refer to payments and notices to DTC or Cede & Co., as the registered holder
of the Notes, for distribution to you in accordance with DTC procedures.

The Depository Trust Company

DTC will act as securities depositary for the Notes. The Notes will be issued as fully registered
securities registered in the name of Cede & Co. DTC is:

* a limited-purpose trust company organized under the New York Banking Law;

* a “banking organization” within the meaning of the New York Banking Law;

» a member of the Federal Reserve System;

* a “clearing corporation” within the meaning of the New York Uniform Commercial Code; and

* a “clearing agency” registered pursuant to the provisions of Section 17A of the Exchange Act.

DTC holds securities that its direct participants deposit with DTC. DTC also facilitates the post-trade
settlement among direct participants of sales and other securities transactions in deposited securities, through
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electronic computerized book-entry transfers and pledges between direct participants’ accounts, thereby
eliminating the need for physical movement of securities certificates.

Direct participants include securities brokers and dealers, banks, trust companies, clearing corporations
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation
and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by
the users of its regulated subsidiaries. Access to the DTC system is also available to indirect participants such
as securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or
maintain a custodial relationship with a direct participant, either directly or indirectly. The rules applicable
to DTC and its participants are on file with the SEC. More information about DTC can be found at
www.dtcc.com. The contents of such website do not constitute part of this prospectus supplement.

If you are not a direct participant or an indirect participant and you wish to purchase, sell or otherwise
transfer ownership of, or other interests in the Notes, you must do so through a direct participant or an
indirect participant. DTC agrees with and represents to DTC participants that it will administer its book-
entry system in accordance with its rules and by-laws and requirements of law. The SEC has on file a set of
the rules applicable to DTC and its direct participants,

Purchases of the Notes under DTC’s system must be made by or through direct participants, which
will receive a credit for the Notes on DTC’s records. The ownership interest of each beneficial owner is in
turn to be recorded on the records of direct participants and indirect participants. Beneficial owners will not
receive written confirmation from DTC of their purchase, but beneficial owners are expected to receive
written confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the direct or indirect participants through which such beneficial owners entered into the transaction.
Transfers of ownership interests in the Notes are to be accomplished by entries made on the books of
direct and indirect participants acting on behalf of beneficial owners. Beneficial owners will not receive
physical delivery of certificates representing their ownership interests in the Notes, except as provided below
in “—Certificated Notes.”

To facilitate subsequent transfers, all Notes deposited by direct participants with DTC are registered in
the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of Notes with DTC and their registration in the name of Cede
& Co. or such other DTC nominee has no effect on beneficial ownership. DTC has no knowledge of the
actual beneficial owners of the Notes. DTC’s records reflect only the identity of the direct participants to
whose accounts such Notes are credited, which may or may not be the beneficial owners. The direct and
indirect participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by direct participants
to indirect participants and by direct and indirect participants to beneficial owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time
to time.

Book-Entry Format

Under the book-entry format, the Trustee will pay interest and principal payments to Cede & Co., as
nominee of DTC. DTC will forward the payment to the direct participants, who will then forward the
payment to the indirect participants or to the beneficial owners. You may experience some delay in receiving
your payments under this system.

DTC is required to make book-entry transfers on behalf of its direct participants and is required to
receive and transmit payments of principal, premium, if any, and interest on the Notes. Any direct participant
or indirect participant with which you have an account is similarly required to make book-entry transfers
and to receive and transmit payments with respect to Notes on your behalf. We and the Trustee have no
responsibility or liability for any aspect of the records relating to or payments made on account of beneficial
ownership interests in the Notes or for maintaining, supervising or reviewing any records relating to such
beneficial ownership interests.
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The Trustee will not recognize you as a holder of any Notes under the Indenture and you can only
exercise the rights of a holder indirectly through DTC and its direct participants. DTC has advised us that
it will only take action regarding a Note if one or more of the direct participants to whom the Note is credited
direct DTC to take such action. DTC can only act on behalf of its direct participants. Your ability to
pledge Notes to indirect participants, and to take other actions, may be limited because you will not possess
a physical certificate that represents your Notes.

Certificated Notes

Unless and until they are exchanged, in whole or in part, for Notes in definitive form in accordance
with the terms of the Notes, the Notes may not be transferred except as a whole by DTC to a nominee of
DTC; as a whole by a nominee of DTC to DTC or another nominee of DTC; or as a whole by DTC or a
nominee of DTC to a successor of DTC or a nominee of such successor.

We will issue Notes to you or your nominees, in fully certificated registered form, rather than to DTC
or its nominees, only if:

» DTC notifies us that it is no longer willing or able to discharge its responsibilities properly or DTC is
no longer a registered clearing agency under the Exchange Act, and we are unable to locate a
qualified successor within 90 days;

+ an event of default has occurred and is continuing under the Indenture and beneficial owners
representing a majority in aggregate principal amount of the Notes represented by global securities
advise DTC to cease acting as depositary; or

* we, at our option, and subject to DTC’s procedures, elect to terminate use of the book-entry system
through DTC.

If any of the above events occurs, DTC is required to notify all direct participants that Notes in fully
certificated registered form are available through DTC. DTC will then surrender each global security
representing the Notes along with instructions for re-registration. The Trustee will re-issue the Notes in fully
certificated registered form and will recognize the registered holders of the certificated Notes as holders
under the Indenture.

Global Clearance and Settlement Procedures

Initial settlement for the Notes will be made in immediately available funds. Secondary market trading
between DTC participants will occur in the ordinary way in accordance with DTC rules and will be settled
in immediately available funds using DTC’s Same-Day Funds Settlement System. Secondary market trading
between Clearstream participants and/or Euroclear System participants will occur in the ordinary way in
accordance with the applicable rules and operating procedures of Clearstream and the Euroclear System, as
applicable.

Cross-market transfers between persons holding directly or indirectly through DTC on the one hand,
and directly or indirectly through Clearstream participants or Euroclear System participants on the other,
will be effected through DTC in accordance with DTC rules on behalf of the relevant European international
clearing system by its U.S. Depositary; however, such cross-market transactions will require delivery of
instructions to the relevant European international clearing system by the counterparty in such system in
accordance with its rules and procedures and within its established deadlines (European time). The relevant
European international clearing system will, if the transaction meets its settlement requirements, deliver
instructions to its U.S. Depositary to take action to effect final settlement on its behalf by delivering or
receiving securities in DTC, and making or receiving payment in accordance with normal procedures for same-
day funds settlement applicable to DTC. Clearstream participants and Euroclear System participants may
not deliver instructions directly to their respective U.S. Depositaries.

Because of time-zone differences, credits of Notes received in Clearstream or the Euroclear System as a
result of a transaction with a DTC participant will be made during subsequent securities settlement processing
and dated the business day following the DTC settlement date. Such credits or any transactions in such
Notes settled during such processing will be reported to the relevant Euroclear System participant or
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Clearstream participant on such business day. Cash received in Clearstream or the Euroclear System as a
result of sales of the Notes by or through a Clearstream participant or a Euroclear System participant to a
DTC participant will be received with value on the DTC settlement date but will be available in the relevant
Clearstream or the Euroclear System cash account only as of the business day following settlement in

DTC.

Although DTC, Clearstream and the Euroclear System have agreed to the foregoing procedures in
order to facilitate transfers of Notes among participants of DTC, Clearstream and the Euroclear System,
they are under no obligation to perform or continue to perform such procedures and such procedures may be
discontinued or changed at any time.
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UNDERWRITING (CONFLICTS OF INTEREST)

We have entered into an underwriting agreement with respect to the Notes with the underwriters listed
below, for whom Barclays Capital Inc., BofA Securities, Inc., PNC Capital Markets LLC, RBC Capital
Markets, LLC and Wells Fargo Securities, LLC are acting as representatives. Subject to certain conditions,
each of the underwriters has severally agreed to purchase the principal amount of Notes indicated in the
following table:

Principal Amount Principal Amount  Principal Amount  Principal Amount
of Floating Rate of 2031 Fixed Rate of 2041 Fixed Rate of 2051 Fixed Rate

Name Notes Notes Notes Notes

Barclays CapitalInc. ............... $ 55,000,000 $ 110,000,000 $ 82,500,000 $ 82,500,000
BofA Securities,Inc. ............... 55,000,000 110,000,000 82,500,000 82,500,000
PNC Capital Markets LLC . .. ........ 55,000,000 110,000,000 82,500,000 82,500,000
RBC Capital Markets, LLC. ......... 55,000,000 110,000,000 82,500,000 82,500,000
Wells Fargo Securities, LLC .......... 55,000,000 110,000,000 82,500,000 82,500,000
Citigroup Global MarketsInc. ........ 35,000,000 70,000,000 52,500,000 52,500,000
Credit Suisse Securities (USA) LLC . . . .. 35,000,000 70,000,000 52,500,000 52,500,000
J.P. Morgan Securitiess LLC. .. ........ 35,000,000 70,000,000 52,500,000 52,500,000
Mizuho Securities USALLC ......... 35,000,000 70,000,000 52,500,000 52,500,000
Morgan Stanley & Co. LLC .......... 35,000,000 70,000,000 52,500,000 52,500,000
BNY Mellon Capital Markets, LLC . . . .. 13,750,000 27,500,000 20,625,000 20,625,000
KeyBanc Capital MarketsInc. ........ 13,750,000 27,500,000 20,625,000 20,625,000
Siebert Williams Shank & Co.,LLC. .... 13,750,000 27,500,000 20,625,000 20,625,000
Academy Securities,Inc. ............ 1,450,000 2,900,000 2,175,000 2,175,000
C.L. King & Associates, Inc. . ........ 1,450,000 2,900,000 2,175,000 2,175,000
Great Pacific Securities .. ........... 1,450,000 2,900,000 2,175,000 2,175,000
Mischler Financial Group, Inc. .. ... ... 1,450,000 2,900,000 2,175,000 2,175,000
Samuel A. Ramirez & Company, Inc. . .. 1,500,000 3,000,000 2,250,000 2,250,000
WR Securities, LLC . ............... 1,450,000 2,900,000 2,175,000 2,175,000
Total ........ ... . ... . ........ $500,000,000 $1,000,000,000 $750,000,000 $750,000,000

The underwriting agreement provides that the obligations of the several underwriters to pay for and
accept delivery of the Notes are subject to certain conditions, including the receipt of legal opinions relating
to certain matters. The underwriters must purchase all of the Floating Rate Notes, the 2031 Fixed Rate
Notes, the 2041 Fixed Rate Notes or the 2051 Fixed Rate Notes, respectively, if they purchase any of the
Floating Rate Notes, the 2031 Fixed Rate Notes, the 2041 Fixed Rate Notes or the 2051 Fixed Rate Notes.
However, the sales of the Floating Rate Notes, the 2031 Fixed Rate Notes, the 2041 Fixed Rate Notes and the
2051 Fixed Rate Notes are not conditioned upon each other, and we may consummate the sales of one or
more series of Notes and not any of the other series of Notes, or consummate the sales at different times. If
an underwriter defaults, the underwriting agreement provides that the purchase commitments of the
nondefaulting underwriters may be increased or the underwriting agreement may be terminated.

We have agreed to indemnify the several underwriters against certain liabilities, including liabilities
under the Securities Act of 1933, as amended, or to contribute to payments the underwriters may be
required to make in respect of any of these liabilities.

The underwriters are offering the Notes subject to prior sale, when, as and if issued to and accepted by
them, subject to approval of legal matters by their counsel, including the validity of the Notes, and other
conditions contained in the underwriting agreement, such as the receipt by the underwriters of officers’
certificates and legal opinions. The underwriters reserve the right to withdraw, cancel or modify offers to the
public and to reject orders in whole or in part.
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Commissions and Discounts

The Notes sold by the underwriters to the public will initially be offered at the applicable price to the
public set forth on the cover of this prospectus supplement and may be offered to certain dealers at such
price less a concession not in excess of (i) 0.150% of the aggregate principal amount of the Floating Rate
Notes, (ii) 0.450% of the aggregate principal amount of the 2031 Fixed Rate Notes, (iii) 0.450% of the
aggregate principal amount of the 2041 Fixed Rate Notes or (iv) 0.500% of the aggregate principal amount of
the 2051 Fixed Rate Notes. The underwriters may allow, and those dealers may reallow, a discount not in
excess of (i) 0.100% of the aggregate principal amount of the Floating Rate Notes, (ii) 0.200% of the aggregate
principal amount of the 2031 Fixed Rate Notes, (iii) 0.300% of the aggregate principal amount of the 2041
Fixed Rate Notes or (iv) 0.350% of the aggregate principal amount of the 2051 Fixed Rate Notes, to certain
other dealers. If all of the Floating Rate Notes, the 2031 Fixed Rate Notes, the 2041 Fixed Rate Notes or
the 2051 Fixed Rate Notes are not sold at the applicable price to the public, the underwriters may change such
price to the public and the other selling terms.

The expenses of the offerings, not including the respective underwriting discounts, are estimated to be
approximately $2,340,000. The underwriters have agreed to make a payment to us in an amount equal to
$3,937,500, including in respect of expenses incurred by us in connection with the offerings.

Settlement

It is expected that delivery of the Notes will be made against payment for the Notes on or about the
date specified on the cover page of this prospectus supplement, which is the third business day following the
date of this prospectus supplement (such settlement cycle being referred to as “T+3"). Under Rule 15¢6-1
under the Securities Exchange Act of 1934, as amended, trades in the secondary market generally are required
to settle in two business days unless the parties to any such trade expressly agree otherwise. Accordingly,
purchasers who wish to trade the Notes on the date of this prospectus supplement will be required, by virtue
of the fact that the Notes initially will settle in T+3, to specify an alternative settlement cycle at the time of
any such trade to prevent a failed settlement. Purchasers of the Notes who wish to trade the Notes on the date
of this prospectus supplement should consult their own advisors.

New Issue of Notes

Each series of the Notes is a new issue of securities with no established trading market. The Notes will
not be listed on any securities exchange or included in any automated quotation system. We have been advised
by the underwriters that the underwriters intend to make a market in each series of the Notes, but they are
not obligated to do so and may discontinue market making at any time without notice. No assurance can be
given as to the liquidity of any trading markets for the Notes.

Price Stabilization and Short Positions

In connection with the offerings, the underwriters may engage in transactions that stabilize, maintain,
or otherwise affect the prices of the Notes. These transactions may include short sales, stabilizing transactions
and purchases to cover positions created by short sales. Short sales involve the sale by the underwriters of
a greater aggregate principal amount of each series of Notes than they are required to purchase in the
offerings. Stabilizing transactions consist of certain bids or purchases made for the purpose of preventing or
retarding a decline in the market price of each series of the Notes while the offerings are in process.

These activities by the underwriters may stabilize, maintain or otherwise affect the market prices of the
Notes. As a result, the price of each series of the Notes may be higher than the price that otherwise might
exist in the open market. If these activities are commenced, they may be discontinued by the underwriters at
any time. These transactions may be effected in the over-the-counter market or otherwise.

Other Relationships

The underwriters and their respective affiliates are full service financial institutions engaged in various
activities, which may include, among other activities, securities trading and underwriting, commercial and
investment banking, financial advisory, corporate trust, investment management, investment research,
principal investment, hedging, financing and brokerage activities. In the ordinary course of their respective
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businesses, some of the underwriters and/or their affiliates have in the past and may in the future provide us
and our affiliates with commercial banking, investment banking, financial advisory and other services for
which they have received and in the future will receive customary fees.

In addition, in the ordinary course of their respective business activities, the underwriters and their
respective affiliates may make or hold a broad array of investments and actively trade debt and equity
securities (or related derivative securities) and financial instruments (including bank loans) for their own
account and for the accounts of their customers. Such investments and securities activities may involve
securities and/or instruments of ours or our affiliates.

Certain of the underwriters or their affiliates have a lending relationship with us and our affiliates.
Certain of those underwriters or their affiliates routinely hedge, and certain other of those underwriters or
their affiliates may hedge, their credit exposure to us and our affiliates consistent with their customary risk
management policies. Typically, such underwriters and their affiliates would hedge such exposure by
entering into transactions which consist of either the purchase of credit default swaps or the creation of
short positions in our securities, including potentially the Notes offered hereby. Any such credit default swaps
or short positions could adversely affect future trading prices of the Notes offered hereby.

The underwriters and their respective affiliates may also make investment recommendations and/or
publish or express independent research views in respect of such securities or financial instruments and may
hold, or recommend to clients that they acquire, long and/or short positions in such securities and
instruments.

Theodore F. Craver, Jr., who serves as a member of Duke Energy Corporation’s Board of Directors,
serves as a member of Wells Fargo & Company’s Board of Directors, which is an affiliate of Wells Fargo
Securities, LLC, one of the underwriters.

Conflicts of Interest

A portion of the aggregate net proceeds from the sale of the Notes is expected to be used (i) to redeem
the 3.55% Senior Notes, (ii) to repay at maturity the 1.800% Senior Notes and (iii) to repay a portion of our
outstanding commercial paper. To the extent any of the underwriters or their affiliates own our commercial
paper or some of the 3.55% Senior Notes and/or the 1.800% Senior Notes, such party would receive a portion
of the aggregate net proceeds from the sale of the Notes. Accordingly, any such underwriter may have a
conflict of interest, in that it has an interest in the offerings beyond the underwriting discount it receives in
connection with the offerings.

Selling Restrictions
European Economic Area

Prohibition of Sales to EEA Retail Investors

The Notes may not be offered, sold or otherwise made available to any retail investor in the EEA. For
the purposes of this provision:

(a) the expression “retail investor” means a person who is one (or more) of the following:
(i) a retail client as defined in point (11) of Article 4(1) of MiFID II; or

(ii) a customer within the meaning of the Insurance Distribution Directive, where that customer
would not qualify as a professional client as defined in point (10) of Article 4(1) of MIiFID II;
or

(iii) not a qualified investor as defined in the Prospectus Regulation; and

(b) the expression “offer” includes the communication in any form and by any means of sufficient
information on the terms of the offer and the Notes to be offered so as to enable an investor to decide to
purchase or subscribe for the Notes.
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United Kingdom

Prohibition of Sales to United Kingdom Retail Investors

The Notes may not be offered, sold or otherwise made available to any retail investor in the United
Kingdom. For the purposes of this provision:

(a) the expression “retail investor” means a person who is one (or more) of the following:

(i) aretail client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it forms
part of domestic law of the United Kingdom by virtue of the EUWA; or

(ii) a customer within the meaning of the provisions of the FSMA and any rules or regulations
made under the FSMA to implement the Insurance Distribution Directive, where that customer
would not qualify as a professional client, as defined in point (8) of Article 2(1) of Regulation
(EU) No 600/2014 as it forms part of domestic law of the United Kingdom by virtue of
the EUWA; or

(iii) not a qualified investor as defined in Article 2 of the Prospectus Regulation as it forms part
of domestic law of the United Kingdom by virtue of the EUWA; and

(b) the expression “offer” includes the communication in any form and by any means of sufficient
information on the terms of the offer and the Notes to be offered so as to enable an investor to
decide to purchase or subscribe for the Notes.

Other Regulatory Restrictions in the United Kingdom

Any invitation or inducement to engage in investment activity (within the meaning of Section 21 of the
FSMA) in connection with the issue or sale of the Notes may only be communicated or caused to be
communicated in circumstances in which Section 21(1) of the FSMA does not apply to Duke Energy
Corporation.

All applicable provisions of the FSMA must be complied with in respect to anything done by any
person in relation to the Notes in, from or otherwise involving the United Kingdom.

Notice to Prospective Investors in Canada

The Notes may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that
are accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1)
of the Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103
Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the Notes must be
made in accordance with an exemption from, or in a transaction not subject to, the prospectus requirements
of applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with
remedies for rescission or damages if this prospectus supplement and the accompanying prospectus
(including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission
or damages are exercised by the purchaser within the time limit prescribed by the securities legislation of the
purchaser’s province or territory. The purchaser should refer to any applicable provisions of the securities
legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal
advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the
underwriters are not required to comply with the disclosure requirements of NI 33-105 regarding underwriter
conflicts of interest in connection with the offerings.

Notice to Prospective Investors in Hong Kong

The Notes have not been offered and will not be offered or sold in Hong Kong by means of any
document other than (i) in circumstances which do not constitute an offer to the public within the meaning
of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32, Laws of Hong
Kong), (ii) to “professional investors” within the meaning of the Securities and Futures Ordinance
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(Cap. 571, Laws of Hong Kong) and any rules made thereunder or (iii) in other circumstances which do not
result in the document being a “prospectus” within the meaning of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap. 32, Laws of Hong Kong); and no advertisement, invitation or
document relating to the Notes may be issued or has been or may be in the possession of any person for the
purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed at, or the contents

of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under
the securities laws of Hong Kong) other than with respect to Notes which are or are intended to be disposed
of only to persons outside Hong Kong or only to “professional investors” within the meaning of the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder.

Notice to Prospective Investors in Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange
Law of Japan (Law No. 25 of 1948, as amended) (the “Financial Instruments and Exchange Law”), and the
Notes have not been offered or sold and will not be offered or sold, directly or indirectly, in Japan or to, or
for the account or benefit of, any resident of Japan (which term as used herein means any person resident in
Japan, including any corporation or other entity organized under the laws of Japan), or to others for re-
offering or resale, directly or indirectly, in Japan or to, or for the account or benefit of any resident of Japan,
except pursuant to an exemption from the registration requirements of, and otherwise in compliance with,
the Financial Instruments and Exchange Law and any other applicable laws, regulations and guidelines
promulgated by the relevant Japanese governmental and regulatory authorities and in effect at the relevant
time.

Notice to Prospective Investors in Taiwan

The Notes have not been and will not be registered with the Financial Supervisory Commission of
Taiwan, the Republic of China (“Taiwan”), pursuant to relevant securities laws and regulations and may
not be offered or sold in Taiwan through a public offering or in any manner which would constitute an offer
within the meaning of the Securities and Exchange Act of Taiwan or would otherwise require registration
with or the approval of the Financial Supervisory Commission of Taiwan. No person or entity in Taiwan has
been authorized to offer, sell, give advice regarding or otherwise intermediate the offering or sale of the
Notes in Taiwan.

Notice to Prospective Investors in Switzerland

This prospectus supplement and the accompanying prospectus are not intended to constitute an offer
or solicitation to purchase or invest in the Notes. The Notes may not be publicly offered, directly or indirectly,
in Switzerland within the meaning of the Swiss Financial Services Act (“FinSA”) and no application has
or will be made to admit the Notes to trading on any trading venue (exchange or multilateral trading facility)
in Switzerland. Neither this prospectus supplement, the accompanying prospectus nor any other offering
or marketing material relating to the Notes constitutes a prospectus pursuant to the FinSA, and neither this
prospectus supplement, the accompanying prospectus nor any other offering or marketing material
relating to the Notes may be publicly distributed or otherwise made publicly available in Switzerland.

Notice to Prospective Investors in the Republic of Korea

The Notes may not be offered, sold and delivered directly or indirectly, or offered or sold to any person
for reoffering or resale, directly or indirectly, in the Republic of Korea or to any resident of the Republic of
Korea except pursuant to the applicable laws and regulations of the Republic of Korea, including, without
limitation, the Financial Investment Services and Capital Markets Act and the Foreign Exchange
Transaction Law and the decrees and regulations thereunder. The Notes have not been and will not be
registered with the Financial Services Commission of Korea for public offering in the Republic of Korea.
Furthermore, the Notes may not be resold to residents of the Republic of Korea unless the purchaser of the
Notes complies with all applicable regulatory requirements (including but not limited to government
approval requirements under the Foreign Exchange Transaction Law and its subordinate decrees and
regulations) in connection with the purchase of the Notes.
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Notice to Prospective Investors in the United Arab Emirates

The Notes have not been, and are not being, publicly offered, sold, promoted or advertised in the
United Arab Emirates (including the Dubai International Financial Centre) other than in compliance with
the laws of the United Arab Emirates (and the Dubai International Financial Centre) governing the issue,
offering and sale of securities. Further, this prospectus supplement and the accompanying prospectus do
not constitute a public offer of securities in the United Arab Emirates (including the Dubai International
Financial Centre) and are not intended to be a public offer. This prospectus supplement and the accompanying
prospectus have not been approved by or filed with the Central Bank of the United Arab Emirates, the
Securities and Commodities Authority or the Dubai Financial Services Authority.
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LEGAL MATTERS

The validity of the Notes will be passed upon for Duke Energy Corporation by Robert T. Lucas III,
Esq., who is Deputy General Counsel of Duke Energy Business Services LLC, the service company affiliate
of Duke Energy Corporation. Certain legal matters with respect to the offerings of the Notes will be
passed upon for Duke Energy Corporation by Hunton Andrews Kurth LLP, New York, New York. Sidley
Austin LLP, New York, New York, has acted as counsel to the underwriters. Sidley Austin LLP acts and, in
the past has acted, as counsel to Duke Energy Corporation and certain of its subsidiaries in connection
with various matters.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirements of the Exchange Act, and, in accordance therewith,
file annual, quarterly and current reports, proxy statements and other information with the SEC. Our filings
with the SEC, as well as additional information about us, are available to the public through our website at
http://www.duke-energy.com and are made available as soon as reasonably practicable after such material is
filed with or furnished to the SEC. The information on our website is not a part of this prospectus
supplement or the accompanying prospectus. Our filings are also available to the public through the SEC’s
website at http://www.sec.gov.

The SEC allows us to “incorporate by reference” into this prospectus supplement the information we
file with it, which means that we can disclose important information to you by referring you to those
documents. The information incorporated by reference is considered to be a part of this prospectus
supplement, and information that we file later with the SEC will automatically update and supersede this
information. This prospectus supplement incorporates by reference the documents incorporated in the
accompanying prospectus at the time the registration statement became effective and all later documents
filed with the SEC, in all cases as updated and superseded by later filings with the SEC. We incorporate by
reference the documents listed below and any future documents filed by us with the SEC under Section 13(a),
13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended, until the offerings are completed:

* Annual Report on Form 10-K for the year ended December 31, 2020;
* Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2021; and

* Current Reports on Form 8-K filed on January 15, 2021, January 25, 2021, January 28, 2021,
March 3, 2021, March 30, 2021 and May 11, 2021,

We will provide you without charge a copy of these filings, other than any exhibits unless the exhibits
are specifically incorporated by reference into this prospectus supplement. You may request a copy by writing
us at the following address or telephoning one of the following numbers:

Investor Relations Department
Duke Energy Corporation
P.O. Box 1005
Charlotte, North Carolina 28201
(704) 382-3853 or (800) 488-3853 (toll-free)

S-38



Prospectus

Duke Energy Corporation

Common Stock
Preferred Stock
Depositary Shares
Debt Securities
Stock Purchase Contracts
Stock Purchase Units

From time to time, we may offer the securities described in this prospectus separately or together in any
combination, in one or more classes or series, in amounts, at prices and on terms that we will determine at
the time of the offering.

We will provide specific terms of these offerings and securities in supplements to this prospectus. You
should read carefully this prospectus, the information incorporated by reference in this prospectus and any
prospectus supplement before you invest. This prospectus may not be used to offer or sell any securities unless
accompanied by a prospectus supplement.

Our common stock is listed on the New York Stock Exchange, or NYSE, under the trading symbol
“DUK.”

Investing in our securities involves risks. You should carefully consider the information
in the section entitled “Risk Factors” on page 2 of this prospectus before you invest in any of
our securities.

We may offer and sell the securities directly, through agents we select from time to time or to or
through underwriters or dealers we select. If we use any agents, underwriters or dealers to sell the securities,
we will name them and describe their compensation in a prospectus supplement. The price to the public
of those securities and the net proceeds we expect to receive from that sale will also be set forth in a prospectus
supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any
representation to the contrary is a criminal offense.

The date of this prospectus is September 23, 2019.
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REFERENCES TO ADDITIONAL INFORMATION

This prospectus incorporates important business and financial information about us from other
documents that are not included in or delivered with this prospectus. This information is available for you to
review through the Securities and Exchange Commission’s, or SEC’s, website, www.sec.gov. You can also
obtain those documents incorporated by reference in this prospectus by requesting them in writing or by
telephone from us at the following address and telephone number:

Investor Relations Department
Duke Energy Corporation
P.O. Box 1005
Charlotte, North Carolina 28201
(704) 382-3853 or (800) 488-3853 (toll-free)

See “Where You Can Find More Information” in this prospectus.

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that Duke Energy filed with the SEC utilizing a
“shelf” registration process. Under the shelf registration process, we are registering an unspecified amount
of our common stock, preferred stock, depositary shares, stock purchase contracts, stock purchase units and
debt securities, and may issue any of such securities in one or more offerings.

This prospectus provides general descriptions of the securities we may offer. Each time securities are
sold, a prospectus supplement will provide specific information about the terms of that offering. The
prospectus supplement may also add, update or change information contained in this prospectus. The
registration statement filed with the SEC includes exhibits that provide more details about the matters
discussed in this prospectus. You should read this prospectus, the related exhibits filed with the SEC and any
prospectus supplement, together with the additional information described under the caption “Where You
Can Find More Information.”

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus to
“Duke Energy,” “we,” “us” and “our” or similar terms are to Duke Energy Corporation and its subsidiaries.

FORWARD-LOOKING STATEMENTS

This prospectus and the information incorporated by reference in this prospectus include forward-
looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements are based on
our management’s beliefs and assumptions and can often be identified by terms and phrases that include
“anticipate,” “believe,” “intend,” “estimate,” “expect,” “continue,” “should,” “could,” “may,” “plan,” “project,”
“predict,” “will,” “potential,” “forecast,” “target,” “guidance,” “outlook,” or other similar terminology.
Various factors may cause actual results to be materially different than the suggested outcomes within forward-

looking statements; accordingly, there is no assurance that such results will be realized.

In light of these risks, uncertainties and assumptions, the events described in the forward-looking
statements included or incorporated by reference in this prospectus might not occur or might occur to a
different extent or at a different time than described. Forward-looking statements speak only as of the date
they are made and we expressly disclaim an obligation to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.



THE COMPANY

Duke Energy, together with its subsidiaries, is a diversified energy company with both regulated and
unregulated utility operations. We conduct business through the following operating business segments:
Electric Utilities and Infrastructure, Gas Utilities and Infrastructure, and Commercial Renewables.

Duke Energy’s Electric Utilities and Infrastructure segment conducts operations primarily through the
regulated public utilities of Duke Energy Carolinas, LLC, Duke Energy Progress, LLC, Duke Energy Florida,
LLC, Duke Energy Indiana, LLC and Duke Energy Ohio, Inc. Duke Energy’s Electric Utilities and
Infrastructure segment provides retail electric service through the generation, transmission, distribution and
sale of electricity to approximately 7.7 million customers within the Southeast and Midwest regions of the
U.S. The service territory is approximately 95,000 square miles across six states with a total estimated
population of 24 million people. The operations include electricity sold wholesale to municipalities, electric
cooperative utilities and other load-serving entities. Duke Energy’s Electric Utilities and Infrastructure
segment is also a joint owner of certain electric transmission projects.

Duke Energy’s Gas Utilities and Infrastructure segment conducts natural gas operations primarily
through the regulated public utilities of Piedmont Natural Gas Company, Inc. and Duke Energy Ohio, Inc.
Duke Energy’s Gas Utilities and Infrastructure segment serves residential, commercial, industrial and
power generation natural gas customers, including customers served by municipalitics who are wholesale
customers. Duke Energy’s Gas Utilities and Infrastructure segment has over 1.6 million customers, including
more than 1.1 million customers located in North Carolina, South Carolina and Tennessee, and an
additional 531,000 customers located within southwestern Ohio and northern Kentucky.

Duke Energy’s Commercial Renewables segment is primarily comprised of nonregulated utility-scale
wind and solar generation assets located throughout the U.S. On April 24, 2019, Duke Energy executed an
agreement to sell a minority interest in a portion of certain renewable assets. The portion of Duke Energy’s
commercial renewables energy portfolio sold includes 49 percent of 37 operating wind, solar and battery
storage assets and 33 percent of 11 operating solar assets across the U.S. The sale will result in pretax proceeds
to Duke Energy of $415 million. Duke Energy will retain control of these assets, and, therefore, no gain or
loss was recognized on the Condensed Consolidated Statements of Operations upon closing of the transaction
in September 2019.

Duke Energy is a Delaware corporation. The address of Duke Energy’s principal executive offices is
550 South Tryon Street, Charlotte, North Carolina 28202-1803 and its telephone number is (704) 382-3853.
Duke Energy’s common stock is listed and trades on the New York Stock Exchange under the symbol
“DUK.”

The foregoing information about Duke Energy is only a general summary and is not intended to be
comprehensive. For additional information about Duke Energy, you should refer to the information described
under the caption “Where You Can Find More Information” in this prospectus.

RISK FACTORS

Investing in our securities involves risks. Before purchasing any securities we offer, you should carefully
consider the risk factors that are incorporated by reference herein from the section captioned “Risk Factors”
in our most recent Annual Report on Form 10-K as they may be updated by our subsequent Quarterly
Reports on Form 10-Q, together with all of the other information included in this prospectus and any
prospectus supplement and any other information that we have incorporated by reference, including filings
made with the SEC subsequent to the date hereof. Any of these risks, as well as other risks and uncertainties,
could harm our financial condition, results of operations or cash flows.



USE OF PROCEEDS

Unless otherwise set forth in a prospectus supplement, we intend to use the net proceeds of any
offering of securities sold by us for general corporate purposes, which may include acquisitions, repayment
of debt, capital expenditures and working capital. When a particular series of securities is offered, the
prospectus supplement relating to that offering will set forth our intended use of the net proceeds received
from the sale of those securities. The net proceeds may be invested temporarily in short-term marketable
securities or applied to repay short-term debt until they are used for their stated purpose.

DESCRIPTION OF COMMON STOCK

The following summary of our capital stock is subject in all respects to the applicable provisions of the
Delaware General Corporation Law, or the DGCL, and our amended and restated certificate of incorporation.
The following discussion is a summary of our amended and restated certificate of incorporation and
by-laws and is qualified in its entirety by reference to those documents.

Our total number of authorized shares of capital stock consists of 2 billion shares of common stock,
par value $0.001 per share, and 44 million shares of preferred stock, par value $0.001 per share.

Except as otherwise required by law and subject to the rights of the holders of any class or series of
preferred stock, with respect to all matters upon which shareholders are entitled to vote or to which
shareholders are entitled to give consent, the holders of any outstanding shares of common stock vote
together as a class, and every holder of common stock is entitled to cast one vote in person or by proxy for
each share of common stock standing in such holder’s name on our books. We do not have a classified board
of directors nor do we permit cumulative voting.

Holders of common stock are not entitled to any preemptive rights to subscribe for additional shares
of common stock nor are they liable to further capital calls or to assessments by us.

Subject to applicable law and the rights, if any, of the holders of any class or series of preferred stock
having a preference over the rights to participate with the common stock with respect to the payment of
dividends, holders of our common stock are entitled to receive dividends or other distributions as declared
by our board of directors at its discretion.

The board of directors may create a class or series of preferred stock with dividends the rate of which
is calculated by reference to, and payment of which is concurrent with, dividends on shares of common
stock.

DESCRIPTION OF PREFERRED STOCK

Our board of directors has the full authority permitted by law, at any time and from time to time, to
divide the authorized and unissued shares of preferred stock into one or more classes or series and, with
respect to each such class or series, to determine by resolution or resolutions the number of shares constituting
such class or series and the designation of such class or series, the voting powers, if any, of the shares of
such class or series, and the preferences and relative, participating, optional or other special rights, if any, and
any qualifications, limitations or restrictions thereof, of the shares of any such class or series of preferred
stock to the full extent now or as may in the future be permitted by the law of the State of Delaware. The
powers, preferences and relative, participating, optional and other special rights of each class or series of
preferred stock and the qualifications, limitations or restrictions thereof, if any, may differ from those of
any and all other classes or series at any time outstanding. Except as otherwise required by law, as provided
in the certificate of incorporation or as determined by our board of directors, holders of preferred stock
will not have any voting rights and will not be entitled to any notice of shareholder meetings.



Provisions that Have or May Have the Effect of Delaying or Prohibiting a Change in Control

Under our certificate of incorporation, the board of directors has the full authority permitted by
Delaware law to determine the voting rights, if any, and designations, preferences, limitations and special
rights of any class or any series of any class of the preferred stock.

The certificate of incorporation also provides that a director may be removed from office with or
without cause. However, subject to applicable law, any director elected by the holders of any series of
preferred stock may be removed without cause only by the holders of a majority of the shares of such series
of preferred stock.

Our certificate of incorporation requires an affirmative vote of the holders of at least 80% of the
combined voting power of the then outstanding shares of stock of all our classes entitled to vote generally
in the election of directors, voting together as a single class, to amend, alter or repeal provisions in the
certificate of incorporation which relate to the number of directors and vacancies and newly created
directorships.

Our certificate of incorporation provides that certain actions required or permitted to be taken at an
annual or special meeting of shareholders may be effected without a meeting by written consent of the
holders of our common stock, but only if such action is taken in accordance with our certificate of
incorporation, our by-laws and applicable law.

Our by-laws provide that, except as expressly required by the certificate of incorporation or by
applicable law, and subject to the rights of the holders of any series of preferred stock, special meetings of
the shareholders or of any series entitled to vote may be called for any purpose or purposes only by the
Chairman of the board of directors or by the board of directors. In addition, special meetings of the
shareholders or of any class or series entitled to vote may also be called by our Secretary upon the written
request by the holders of record at the time such request is delivered representing at least fifteen percent (15%)
of the outstanding shares of our common stock.

The provisions of our certificate of incorporation and by-laws conferring on our board of directors the
full authority to issue preferred stock, the restrictions on removing directors elected by holders of preferred
stock, the supermajority voting requirements relating to the amendment, alteration or repeal of the
provisions governing the number of directors and filling of vacancies and newly created directorships, and
the requirement that shareholders act at a meeting unless all shareholders agree in writing, in certain instances
could have the effect of delaying, deferring or preventing a change in control or the removal of existing
management.

DESCRIPTION OF DEPOSITARY SHARES

We may issue depositary shares representing fractional interests in shares of our preferred stock of any
series. In connection with the issuance of any depositary shares, we will enter into a deposit agreement with
a depositary. The following description sets forth certain general terms and provisions of the depositary
shares to which any prospectus supplement may relate. The particular terms of the depositary shares to which
any prospectus supplement may relate and the extent, if any, to which the general terms and provisions
may apply to the depositary shares so offered will be described in the applicable prospectus supplement. To
the extent that any particular terms of the depositary shares, deposit agreements and depositary receipts
described in a prospectus supplement differ from any of the terms described below, then the terms described
below will be deemed to have been superseded by that prospectus supplement. We encourage you to read
the applicable deposit agreement and depositary receipts for additional information before you decide whether
to purchase any of our depositary shares.



In connection with the issuance of any depositary shares, we will enter into a deposit agreement with a
bank or trust company, as depositary, which will be named in the applicable prospectus supplement.
Depositary shares will be evidenced by depositary receipts issued pursuant to the related deposit agreement.
Immediately following our issuance of the security related to the depositary shares, we will deposit the
shares of our preferred stock with the relevant depositary and will cause the depositary to issue, on our behalf,
the related depositary receipts. Subject to the terms of the deposit agreement, each owner of a depositary
receipt will be entitled, in proportion to the fractional interest in the share of preferred stock represented by
the related depositary share, to all the rights, preferences and privileges of, and will be subject to all of the
limitations and restrictions on, the preferred stock represented by the depositary receipt (including, if
applicable, dividend, voting, conversion, exchange, redemption, sinking fund, subscription and liquidation
rights). To the extent appropriate, the applicable prospectus supplement will describe the specific terms of the
depositary shares offered thereby. The terms of any offered depositary shares will be described in a
supplement to this prospectus.

DESCRIPTION OF STOCK PURCHASE CONTRACTS AND STOCK PURCHASE UNITS

We may issue stock purchase contracts, including contracts obligating holders to purchase from us, and
obligating us to sell to the holders, shares of our common stock at a future date or dates. We may fix the price
and the number of shares of common stock subject to the stock purchase contract at the time we issue the
stock purchase contracts or we may provide that the price and number of shares of common stock will be
determined by reference to a specific formula set forth in the stock purchase contracts. The stock purchase
contracts may be issued separately or as part of units, often known as stock purchase units, consisting of a
stock purchase contract and beneficial interests in either:

 our senior debt securities or subordinated debt securities, or

= debt securities of third parties, including, but not limited to, U.S. treasury securities,
securing the holders’ obligations to purchase the common stock under the stock purchase contracts.

The applicable prospectus supplement will describe the terms of the stock purchase contracts or stock
purchase units, including, if applicable, collateral or depositary arrangements. The description in the
applicable prospectus supplement will not contain all of the information you may find useful and reference
will be made to the stock purchase contracts or stock purchase units and, if applicable, the collateral or
depository arrangement relating to the stock purchase contracts or stock purchase units.

DESCRIPTION OF DEBT SECURITIES

Duke Energy will issue the debt securities, whether senior or subordinated, in one or more series under
its Indenture, dated as of June 3, 2008, as supplemented from time to time. Unless otherwise specified in the
applicable prospectus supplement, the trustee under the Indenture, or the Indenture Trustee, will be The
Bank of New York Mellon Trust Company, N.A. A copy of the Indenture is an exhibit to the registration
statement, of which this prospectus is a part.

Duke Energy conducts-its business through subsidiaries. Accordingly, its ability to meet its obligations
under the debt securities is dependent on the earnings and cash flows of those subsidiaries and the ability of
those subsidiaries to pay dividends or to advance or repay funds to Duke Energy. In addition, the rights
that Duke Energy and its creditors would have to participate in the assets of any such subsidiary upon the
subsidiary’s liquidation or recapitalization will be subject to the prior claims of the subsidiary’s creditors.
Certain subsidiaries of Duke Energy have incurred substantial amounts of debt in the operations and
expansion of their businesses, and Duke Energy anticipates that certain of its subsidiaries will do so in the
future.

Holders of debt securities will generally have a junior position to claims of creditors of our subsidiaries,
including trade creditors, debt holders, secured creditors, taxing authorities, guarantee holders and any
holders of preferred stock. In addition to trade debt, certain of our operating subsidiaries have ongoing
corporate debt programs used to finance their business activities. Unless otherwise specified in a prospectus
supplement, the Indenture will not limit the amount of indebtedness or preferred stock issuable by our
subsidiaries.



The following description of the debt securities is only a summary and is not intended to be
comprehensive. For additional information you should refer to the Indenture.

General

The Indenture does not limit the amount of debt securities that Duke Energy may issue under it. Duke
Energy may issue debt securities from time to time under the Indenture in one or more series by entering
into supplemental indentures or by its board of directors or a duly authorized committee authorizing the
issuance.

The debt securities of a series need not be issued at the same time, bear interest at the same rate or
mature on the same date.

Provisions Applicable to Particular Series

The prospectus supplement for a particular series of debt securities being offered will disclose the
specific terms related to the offering, including the price or prices at which the debt securities to be offered
will be issued. Those terms may include some or all of the following:

* the title of the series;
* the total principal amount of the debt securities of the series;

* the date or dates on which principal is payable or the method for determining the date or dates, and
any right that Duke Energy has to change the date on which principal is payable;

* the interest rate or rates, if any, or the method for determining the rate or rates, and the date or dates
from which interest will accrue;

* any interest payment dates and the regular record date for the interest payable on each interest
payment date, if any;

 whether Duke Energy may extend the interest payment periods and, if so, the terms of the extension;
» the place or places where payments will be made;

» whether Duke Energy has the option to redeem the debt securities and, if so, the terms of its
redemption option;

* any obligation that Duke Energy has to redeem the debt securities through a sinking fund or to
purchase the debt securities through a purchase fund or at the option of the holder;

» whether the provisions described under “Satisfaction and Discharge; Defeasance and Covenant
Defeasance” will not apply to the debt securities;

¢ the currency in which payments will be made if other than U.S. dollars, and the manner of determining
the equivalent of those amounts in U.S. dollars;

* if payments may be made, at Duke Energy’s election or at the holder’s election, in a currency other
than that in which the debt securities are stated to be payable, then the currency in which those
payments may be made, the terms and conditions of the election and the manner of determining those
amounts;

* the portion of the principal payable upon acceleration of maturity, if other than the entire principal;



» whether the debt securities will be issuable as global securities and, if so, the securities depositary;
* any changes in the events of default or covenants with respect to the debt securities;

* any index or formula used for determining principal, premium or interest;

» the terms of the subordination of any series of subordinated debt;

+ if the principal payable on the maturity date will not be determinable on one or more dates prior to
the maturity date, the amount which will be deemed to be such principal amount or the manner of
determining it;

* the person to whom any interest shall be payable if other than the person in whose name the debt
security is registered on the regular record date for such interest payment; and

* any other terms.

Unless Duke Energy states otherwise in the applicable prospectus supplement, Duke Energy will issue
the debt securities only in fully registered form without coupons, and there will be no service charge for any
registration of transfer or exchange of the debt securities. Duke Energy may, however, require payment to
cover any tax or other governmental charge payable in connection with any transfer or exchange (excluding
certain exchanges not constituting a transfer as set forth in the Indenture). Subject to the terms of the
Indenture and the limitations applicable to global securities, transfers and exchanges of the debt securities
may be made at The Bank of New York Mellon Trust Company, N.A., 240 Greenwich Street, New York, New
York 10286 or at any other office maintained by Duke Energy for such purpose.

The debt securities will be issuable in denominations of $1,000 and any integral multiples of $1,000,
unless Duke Energy states otherwise in the applicable prospectus supplement. Duke Energy may at any time
deliver executed debt securities to the Indenture Trustee for authentication, and the Indenture Trustee shall
authenticate such debt securities upon the written request of Duke Energy and satisfaction of certain other
conditions set forth in the Indenture.

Duke Energy may offer and sell the debt securities, including original issue discount debt securities, at a
substantial discount below their principal amount. The applicable prospectus supplement will describe special
United States federal income tax and any other considerations applicable to those securities. In addition,
the applicable prospectus supplement may describe certain special United States federal income tax or other
considerations, if any, applicable to any debt securities that are denominated in a currency other than U.S.
dollars.

Global Securities

We may issue some or all of the Debt Securities as book-entry securities. Any such book-entry
securities will be represented by one or more fully registered global certificates. We will register each global
security with or on behalf of a securities depositary identified in the applicable prospectus supplement. Each
global security will be deposited with the securities depositary or its nominee or a custodian for the
securities depositary.

As long as the securities depositary or its nominee is the registered holder of a global security
representing Debt Securities, that person will be considered the sole owner and holder of the global security
and the securities it represents for all purposes. Except in limited circumstances, owners of beneficial
interests in a global security:

* may not have the global security or any Debt Securities registered in their names;



* may not receive or be entitled to receive physical delivery of certificated Debt Securities in exchange
for the global security; and

» will not be considered the owners or holders of the global security or any Debt Securities for any
purposes under the applicable securities or the related mortgage or indenture.

We will make all payments of principal and any premium and interest on a global security to the
securities depositary or its nominee as the holder of the global security. The laws of some jurisdictions
require that certain purchasers of securities take physical delivery of securities in definitive form. These laws
may impair the ability to transfer beneficial interests in a global security.

Ownership of beneficial interests in a global security will be limited to institutions having accounts
with the securities depositary or its nominee, which are called “participants” in this discussion, and to
persons that hold beneficial interests through participants. When a global security representing Debt
Securities is issued, the securities depositary will credit on its book-entry, registration and transfer system
the principal amounts of Debt Securities the global security represents to the accounts of its participants.
Ownership of beneficial interests in a global security will be shown only on, and the transfer of those
ownership interests will be effected only through, records maintained by:

* the securities depositary, with respect to participants’ interests; and

* any participant, with respect to interests the participant holds on behalf of other persons.

Payments participants make to owners of beneficial interests held through those participants will be
the responsibility of those participants. The securities depositary may from time to time adopt various
policies and procedures governing payments, transfers, exchanges and other matters relating to beneficial
interests in a global security. None of the following will have any responsibility or liability for any aspect of
the securities depositary’s or any participant’s records relating to beneficial interests in a global security
representing Debt Securities, for payments made on account of those beneficial interests or for maintaining,
supervising or reviewing any records relating to those beneficial interests:

* Duke Energy Corporation;
* the applicable trustee; or

* any agent of either of them.

Redemption

Provisions relating to the redemption of debt securities will be set forth in the applicable prospectus
supplement. Unless Duke Energy states otherwise in the applicable prospectus supplement, Duke Energy
may redeem debt securities only upon notice mailed at least thirty (30), but not more than sixty (60) days
before the date fixed for redemption. Unless Duke Energy states otherwise in the applicable prospectus
supplement, that notice may state that the redemption will be conditional upon the Indenture Trustee, or
the applicable paying agent, receiving sufficient funds to pay the principal, premium and interest on those debt
securities on the date fixed for redemption and that if the Indenture Trustee or the applicable paying agent
does not receive those funds, the redemption notice will not apply, and Duke Energy will not be required to
redeem those debt securities. If less than all the debt securities of a series are to be redeemed, the particular
debt securities to be redeemed shall be selected by the Indenture Trustee by such method as the Indenture
Trustee shall deem fair and appropriate.

Duke Energy will not be required to:

* issue, register the transfer of, or exchange any debt securities of a series during the fifteen (15) day
period before the date the notice is mailed identifying the debt securities of that series that have been
selected for redemption; or



* register the transfer of or exchange any debt security of that series selected for redemption except the
unredeemed portion of a debt security being partially redeemed.

Consolidation, Merger, Conveyance or Transfer

The Indenture provides that Duke Energy may consolidate or merge with or into, or convey or transfer
all or substantially all of its properties and assets to, another corporation or other entity. Any successor must,
however, assume Duke Energy’s obligations under the Indenture and the debt securities issued under it,
and Duke Energy must deliver to the Indenture Trustee a statement by certain of its officers and an opinion
of counsel that affirm compliance with all conditions in the Indenture relating to the transaction. When
those conditions are satisfied, the successor will succeed to and be substituted for Duke Energy under the
Indenture, and Duke Energy will be relieved of its obligations under the Indenture and the debt securities.

Modification; Waiver

Duke Energy may modify the Indenture with the consent of the holders of a majority in principal
amount of the outstanding debt securities of all series of debt securities that are affected by the modification,
voting as one class. The consent of the holder of each outstanding debt security affected is, however,
required to:

* change the maturity date of the principal or any installment of principal or interest on that debt
security;

* reduce the principal amount, the interest rate or any premium payable upon redemption of that debt
security;

¢ reduce the amount of principal due and payable upon acceleration of maturity;
* change the currency of payment of principal, premium or interest on that debt security;

* impair the right to institute suit to enforce any such payment on or after the maturity date or
redemption date;

* reduce the percentage in principal amount of debt securities of any series required to modify the
Indenture, waive compliance with certain restrictive provisions of the Indenture or waive certain
defaults; or

* with certain exceptions, modify the provisions of the Indenture governing modifications of the
Indenture or governing waiver of covenants or past defaults.

In addition, Duke Energy may modify the Indenture for certain other purposes, without the consent of
any holders of debt securities.

Unless Duke Energy states otherwise in the applicable prospectus supplement, the holders of a
majority in principal amount of the outstanding debt securities of any series may waive, for that series,
Duke Energy’s compliance with certain restrictive provisions of the Indenture. The holders of a majority in
principal amount of the outstanding debt securities of all series under the Indenture with respect to which
a default has occurred and is continuing, voting as one class, may waive that default for all those series, except
a default in the payment of principal or any premium or interest on any debt security or a default with
respect to a covenant or provision which cannot be modified without the consent of the holder of each
outstanding debt security of the series affected.



Events of Default

The following are events of default under the Indenture with respect to any series of debt securities,
unless Duke Energy states otherwise in the applicable prospectus supplement:

» failure to pay principal of or any premium on any debt security of that series when due;

* failure to pay when due any interest on any debt security of that series that continues for sixty (60)
days; for this purpose, the date on which interest is due is the date on which Duke Energy is required
to make payment following any deferral of interest payments by it under the terms of debt securities
that permit such deferrals;

* failure to make any sinking fund payment when required for any debt security of that series that
continues for sixty (60) days;

* failure to perform any other covenant in the Indenture (other than a covenant expressly included
solely for the benefit of other series) that continues for ninety (90) days after the Indenture Trustee
or the holders of at least 33% of the outstanding debt securities of that series give Duke Energy and,
if such notice is given by the holders, the Indenture Trustee written notice of the default; and

* certain bankruptcy, insolvency or reorganization events with respect to Duke Energy.

In the case of the fourth event of default listed above, the Indenture Trustee may extend the grace
period. In addition, if holders of a particular series have given a notice of default, then holders of at least
the same percentage of debt securities of that series, together with the Indenture Trustee, may also extend the
grace period. The grace period will be automatically extended if Duke Energy has initiated and is diligently
pursuing corrective action within the original grace period.

Duke Energy may establish additional events of default for a particular series and, if established, any
such events of default will be described in the applicable prospectus supplement.

If an event of default with respect to debt securities of a series occurs and is continuing, then the
Indenture Trustee or the holders of at least 33% in principal amount of the outstanding debt securities of
that series may declare the principal amount of all debt securities of that series to be immediately due and
payable. However, that event of default will be considered waived at any time after the declaration, but before
a judgment or decree for payment of the money due has been obtained if:

* Duke Energy has paid or deposited with the Indenture Trustee all overdue interest, the principal and
any premium due otherwise than by the declaration and any interest on such amounts, and any
interest on overdue interest, to the extent legally permitted, in each case with respect to that series,
and all amounts due to the Indenture Trustee; and

+ all events of default with respect to that series, other than the nonpayment of the principal that
became due solely by virtue of the declaration, have been cured or waived.

The Indenture Trustee is under no obligation to exercise any of its rights or powers at the request or
direction of any holders of debt securities unless those holders have offered the Indenture Trustee security
or indemnity against the costs, expenses and liabilities which it might incur as a result. The holders of a
majority in principal amount of the outstanding debt securities of any series have, with certain exceptions,
the right to direct the time, method and place of conducting any proceedings for any remedy available to the
Indenture Trustee or the exercise of any power of the Indenture Trustee with respect to those debt securities.
The Indenture Trustee may withhold notice of any default, except a default in the payment of principal or
interest, or in the payment of any sinking or purchase fund installment, from the holders of any series if
the Indenture Trustee in good faith considers it in the interest of the holders to do so.
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The holder of any debt security will have an absolute and unconditional right to receive payment of the
principal, any premium and, within certain limitations, any interest on that debt security on its maturity date
or redemption date and to enforce those payments.

Duke Energy is required to furnish each year to the Indenture Trustee a statement by certain of its
officers to the effect that it is not in default under the Indenture or, if there has been a default, specifying
the default and its status.

Payments; Paying Agent

The paying agent will pay the principal of any debt securities only if those debt securities are surrendered
to it. The paying agent will pay interest on debt securities issued as global securities by wire transfer to the
holder of those global securities. Unless Duke Energy states otherwise in the applicable prospectus supplement,
the paying agent will pay interest on debt securities that are not in global form at its office or, at Duke
Energy’s option:

* by wire transfer to an account at a banking institution in the United States that is designated in
writing to the Indenture Trustee at least sixteen (16) days prior to the date of payment by the person
entitled to that interest; or

* by check mailed to the address of the person entitled to that interest as that address appears in the
security register for those debt securities.

Unless Duke Energy states otherwise in the applicable prospectus supplement, the Indenture Trustee
will act as paying agent for that series of debt securities, and the principal corporate trust office of the
Indenture Trustee will be the office through which the paying agent acts. Duke Energy may, however, change
or add paying agents or approve a change in the office through which a paying agent acts.

Any money that Duke Energy has paid to the Indenture Trustee or a paying agent for principal, any
premium or interest on any debt securities which remains unclaimed at the end of two years after that
principal, premium or interest has become due will be repaid to Duke Energy at its request. After repayment
to Duke Energy, holders should look only to Duke Energy for those payments.

Satisfaction and Discharge, Defeasance and Covenant Defeasance

Upon the written request of Duke Energy, the Indenture shall be satisfied and discharged (except as to
certain surviving rights and obligations specified in the Indenture) when:

* either all debt securities have been delivered to the Indenture Trustee for cancellation or all debt
securities not delivered to the Indenture Trustee for cancellation are due and payable within one year
(at maturity or due to redemption) and Duke Energy has deposited with the Indenture Trustee
money or government obligations sufficient to pay and discharge such debt securities to the applicable
maturity or redemption date (including principal, any premium and interest thereon);

* Duke Energy has paid or caused to be paid all other sums payable under the Indenture by Duke
Energy; and

* Duke Energy has delivered to the Indenture Trustee an officers’ certificate and an opinion of counsel
stating that all conditions precedent relating to the satisfaction and discharge of the Indenture have
been complied with,
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The Indenture provides that Duke Energy may be:

* discharged from its obligations, with certain limited exceptions, with respect to any series of debt
securities, as described in the Indenture, such a discharge being called a “defeasance” in this prospectus;
and

* released from its obligations under certain restrictive covenants especially established with respect to
any series of debt securities, as described in the Indenture, such a release being called a “covenant
defeasance” in this prospectus.

Duke Energy must satisfy certain conditions to effect a defeasance or covenant defeasance. Those
conditions include the irrevocable deposit with the Indenture Trustee, in trust, of money or government
obligations which through their scheduled payments of principal and interest would provide sufficient money
to pay the principal and any premium and interest on those debt securities on the maturity dates of those
payments or upon redemption.

Following a defeasance, payment of the debt securities defeased may not be accelerated because of an
event of default under the Indenture. Following a covenant defeasance, the payment of debt securities may
not be accelerated by reference to the covenants from which Duke Energy has been released. A defeasance
may occur after a covenant defeasance.

Under current United States federal income tax laws, a defeasance would be treated as an exchange of
the relevant debt securities in which holders of those debt securities might recognize gain or loss. In addition,
the amount, timing and character of amounts that holders would thereafter be required to include in
income might be different from that which would be includible in the absence of that defeasance. Duke
Energy urges investors to consult their own tax advisors as to the specific consequences of a defeasance,
including the applicability and effect of tax laws other than United States federal income tax laws.

Under current United States federal income tax law, unless accompanied by other changes in the terms
of the debt securities, a covenant defeasance should not be treated as a taxable exchange.

Concerning the Indenture Trustee

The Bank of New York Mellon Trust Company, N.A., is the Indenture Trustee. Duke Energy and
certain of its affiliates maintain deposit accounts and banking relationships with the Indenture Trustee or
its affiliates. The Indenture Trustee or its affiliates also serve as trustee or agent under other indentures and
agreements pursuant to which securities of Duke Energy and of certain of its affiliates are outstanding.

The Indenture Trustee will perform only those duties that are specifically set forth in the Indenture
unless an event of default under the Indenture occurs and is continuing. In case an event of default occurs
and is continuing, the Indenture Trustee will exercise the same degree of care as a prudent individual would
exercise in the conduct of his or her own affairs.

Upon any application by Duke Energy to the Indenture Trustee to take any action under any provision
of the Indenture, Duke Energy is required to furnish to the Indenture Trustee such certificates and opinions
as may be required under the Trust Indenture Act of 1939, as amended.

PLAN OF DISTRIBUTION

We may sell securities to one or more underwriters or dealers for public offering and sale by them, or
we may sell the securities to investors directly or through agents. The prospectus supplement relating to the
securities being offered will set forth the terms of the offering and the method of distribution and will identify
any firms acting as underwriters, dealers or agents in connection with the offering, including:
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* the name or names of any underwriters;

* the purchase price of the securities and the proceeds to us from the sale;

* any underwriting discounts and other items constituting underwriters’ compensation;
« any public offering price;

* any discounts or concessions allowed or reallowed or paid to dealers; and

* any securities exchange or market on which the securities may be listed.

Only those underwriters identified in the prospectus supplement are deemed to be underwriters in
connection with the securities offered in the prospectus supplement.

We may distribute the securities from time to time in one or more transactions at a fixed price or prices,
which may be changed, or at prices determined as the prospectus supplement specifies. We may sell securities
through forward contracts or similar arrangements. In connection with the sale of securities, underwriters,
dealers or agents may be deemed to have received compensation from us in the form of underwriting discounts
or commissions and also may receive commissions from securities purchasers for whom they may act as
agent. Underwriters may sell the securities to or through dealers, and such dealers may receive compensation
in the form of discounts, concessions or commissions from the underwriters or commissions from the
purchasers for whom they may act as agent.

We may sell the securities directly or through agents we designate from time to time. Any agent
involved in the offer or sale of the securities covered by this prospectus will be named in a prospectus
supplement relating to such securities. Commissions payable by us to agents will be set forth in a prospectus
supplement relating to the securities being offered. Unless otherwise indicated in a prospectus supplement,
any such agents will be acting on a best-efforts basis for the period of their appointment.

Some of the underwriters, dealers or agents and some of their affiliates who participate in the securities
distribution may engage in other transactions with, and perform other services for, us and our subsidiaries
or affiliates in the ordinary course of business.

Any underwriting or other compensation which we pay to underwriters or agents in connection with
the securities offering, and any discounts, concessions or commissions which underwriters allow to dealers,
will be set forth in the applicable prospectus supplement. Underwriters, dealers and agents participating in the
securities distribution may be deemed to be underwriters, and any discounts and commissions they receive
and any profit they realize on the resale of the securities may be deemed to be underwriting discounts and
commissions under the Securities Act of 1933, as amended. Underwriters, and their controlling persons,
and agents may be entitled, under agreements we enter into with them, to indemnification against certain civil
liabilities, including liabilities under the Securities Act of 1933, as amended.

EXPERTS

The consolidated financial statements incorporated in this prospectus by reference from Duke Energy
Corporation’s Annual Report on Form 10-K, and the effectiveness of Duke Energy Corporation’s internal
control over financial reporting have been audited by Deloitte & Touche LLP, an independent registered
public accounting firm, as stated in their reports, which are incorporated herein by reference. Such
consolidated financial statements have been so incorporated in reliance upon the report of such firm given
upon their authority as experts in accounting and auditing.
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VALIDITY OF THE SECURITIES

Robert T. Lucas III, Esq., who is Deputy General Counsel of Duke Energy Business Services LLC, the
service company affiliate of Duke Energy Corporation, and/or counsel named in the applicable prospectus
supplement, will issue an opinion about the validity of the securities we are offering in the applicable
prospectus supplement. Counsel named in the applicable prospectus supplement will pass upon certain legal
matters on behalf of any underwriters.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended,
and, in accordance therewith, file annual, quarterly and current reports, proxy statements and other
information with the SEC. Our filings with the SEC, as well as additional information about us, are available
to the public through Duke Energy’s website at http://www.duke-energy.com and are made available as
soon as reasonably practicable after such material is filed with or furnished to the SEC. The information on
our website is not a part of this prospectus. Our filings are also available to the public through the SEC
website at http://www.sec.gov.

The SEC allows us to “incorporate by reference” into this prospectus the information we file with it,
which means that we can disclose important information to you by referring you to those documents. The
information incorporated by reference is considered to be a part of this prospectus, and information that we
file later with the SEC will automatically update and supersede this information. This prospectus
incorporates by reference the documents incorporated in the prospectus at the time the registration statement
became effective and all later documents filed with the SEC, in all cases as updated and superseded by later
filings with the SEC. Duke Energy incorporates by reference the documents listed below and any future
documents filed by Duke Energy Corporation with the SEC under Section 13(a), 13(c), 14 or 15(d) of the
Securities Exchange Act of 1934, as amended, until the offering is completed.

* Annual Report on Form 10-K for the year ended December 31, 2018, including the portions of our
definitive proxy statement filed on Schedule 14A on March 21, 2019 that are incorporated by reference
therein;

* Quarterly Reports on Form 10-Q for the quarterly periods ended March 31, 2019 and June 30, 2019;
and

* Current Reports on Form 8-K filed on February 28, 2019, March 11, 2019, March 21, 2019,
March 29, 2019, April 1, 2019, May 8, 2019, May 16, 2019, June 7, 2019, June 26, 2019, July 2, 2019,
August 9, 2019 and September 12, 2019,

We will provide you without charge a copy of these filings, other than any exhibits unless the exhibits
are specifically incorporated by reference into this prospectus. You may request a copy by writing us at the
following address or telephoning one of the following numbers:

Investor Relations Department
Duke Energy Corporation
P.O. Box 1005
Charlotte, North Carolina 28201
(704) 382-3853 or (800) 488-3853 (toll-free)

You should rely only on the information contained or incorporated by reference in this prospectus. We
have not authorized any other person to provide you with different information. If anyone provides you
with different or inconsistent information, you should not rely on it. We are not making an offer to sell the
securities described in this prospectus in any state where the offer or sale is not permitted. You should assume
that the information contained in the prospectus is accurate only as of its date. Our business, financial
condition, results of operations and prospects may have changed since that date.
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PROSPECTUS SUPPLEMENT
(To Prospectus dated September 23, 2019)

$400,000,000

£~ DUKE
v’ ENERGY.

First Mortgage Bonds, 2.125% Series, Due June 1, 2030

Duke Energy Ohio, Inc. is offering $400,000,000 aggregate principal amount of First Mortgage Bonds,
2.125% Series, Due June 1, 2030 (the “Mortgage Bonds”). The per annum interest rate on the Mortgage
Bonds will be 2.125%.

We will pay interest on the Mortgage Bonds semi-annually in arrears on June 1 and December 1 of
each year, beginning on December 1, 2020. The Mortgage Bonds will mature as to principal on June 1, 2030.
The Mortgage Bonds will be secured by a first mortgage lien, subject only to permitted liens, on substantially
all of our tangible electric and natural gas transmission, storage and distribution utility property located in
Ohio, together with our recorded easements and rights of way, franchises, licenses, permits, grants,
immunities, privileges and rights that are used or useful in the operation of such property, other than
Excepted Property (as defined in the accompanying prospectus).

We may redeem the Mortgage Bonds at our option at any time and from time to time, in whole or in
part, as described in this prospectus supplement under the caption “Description of the Mortgage Bonds—
Optional Redemption.” There will not be any sinking fund for the Mortgage Bonds.

The Mortgage Bonds are a new issue of securities with no established trading market. We do not intend
to list the Mortgage Bonds on any securities exchange or include them in any automated quotation system.
Please read the information provided under the caption “Description of the Mortgage Bonds” in this
prospectus supplement and “Description of First Mortgage Bonds” in the accompanying prospectus for a
more detailed description of the Mortgage Bonds.

Investing in the Mortgage Bonds involves risks. See “Risk Factors” on page S-7 of
this prospectus supplement.

Proceeds to

Duke Energy
Price to Underwriting Ohio, Inc.
Public(1) Discount(2) Before Expenses
Per Mortgage Bond . .............................. 99.937% 0.650% 99.287%
Total Mortgage Bonds. . ............................ $399,748,000  $2,600,000 $397,148,000

(1) Plus accrued interest from May 21, 2020, if settlement occurs after that date.

(2) The underwriters have agreed to make a payment to us in an amount equal to $800,000, including in
respect of expenses incurred by us in connection with this offering. See “Underwriting.”

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus supplement or
the accompanying prospectus. Any representation to the contrary is a criminal offense.

We expect the Mortgage Bonds to be ready for delivery only in book-entry form through the facilities of
The Depository Trust Company for the accounts of its participants, including Clearstream Banking, S.A. and
Euroclear Bank SA/NV, on or about May 21, 2020.

Joint Book-Running Managers

Citigroup Credit Suisse PNC Capital Markets LLC

Co-Managers

KeyBanc Capital Markets Loop Capital Markets

The date of this prospectus supplement is May 18, 2020.



You should rely only on the information contained in or incorporated by reference in this
prospectus supplement, the accompanying prospectus and any free writing prospectus authorized by
us. We have not, and the underwriters have not, authorized anyone to provide you with information
that is different. If anyone provides you with different or inconsistent information, you should not rely
on it. We are not, and the underwriters are not, making an offer to sell these securities in any
Jjurisdiction where the offer is not permitted. You should not assume that the information contained in
or incorporated by reference in this prospectus supplement, the accompanying prospectus or any free
writing prospectus authorized by us is accurate as of any date other than the date of the document
containing the information or such other date as may be specified therein. Our business, financial
condition, liquidity, results of operations and prospects may have changed since those respective dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the
specific terms of this offering. The second part, the accompanying prospectus, gives more general
information, some of which does not apply to this offering.

If the description of this offering varies between this prospectus supplement and the accompanying
prospectus, you should rely on the information contained in or incorporated by reference in this
prospectus supplement.

It is important for you to read and consider all information contained in or incorporated by
reference in this prospectus supplement and the accompanying prospectus in making your investment
decision. You should also read and consider the information contained in the documents to which we
have referred you in “Where You Can Find More Information” in this prospectus supplement and the
accompanying prospectus.

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus
supplement and the accompanying prospectus to “Duke Energy Ohio,” “the Company,” “we,” “us” and
“our” or similar terms are to Duke Energy Ohio, Inc.

Notice to Prospective Investors in the European Economic Area and the United Kingdom

Neither this prospectus supplement nor the accompanying prospectus and any related free writing
prospectus is a prospectus for the purposes of the Prospectus Regulation (as defined below). This
prospectus supplement, the accompanying prospectus and any related free writing prospectus have been
prepared on the basis that any offer of the Mortgage Bonds in any Member State of the European
Economic Area (the “EEA”) or in the United Kingdom (each, a “Relevant State”) will only be made
to a legal entity which is a qualified investor under the Prospectus Regulation (“Qualified Investors™).
Accordingly, any person making or intending to make an offer in that Relevant State of Mortgage
Bonds which are the subject of the offering contemplated in this prospectus supplement, the
accompanying prospectus and any related free writing prospectus may only do so with respect to
Qualified Investors. Neither Duke Energy Ohio nor the underwriters have authorized, nor do they
authorize, the making of any offer of Mortgage Bonds other than to Qualified Investors. The
expression “Prospectus Regulation” means Regulation (EU) 2017/1129.

Prohibition of Sales to EEA and United Kingdom Retail Investors—The Mortgage Bonds are not
intended to be offered, sold or otherwise made available to and should not be offered, sold or
otherwise made available to any retail investor in the EEA or in the United Kingdom. For these
purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in
point (11) of Article 4(1) of Directive 2014/65/EU, as amended (“MiFID II"); or (ii) a customer within
the meaning of Directive (EU) 2016/97 (the “Insurance Distribution Directive”), where that customer
would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II; or
(iii) not a qualified investor as defined in the Prospectus Regulation. Consequently no key information
document required by Regulation (EU) No 1286/2014, as amended (the “PRIIPs Regulation”) for
offering or selling the Mortgage Bonds or otherwise making them available to retail investors in the
EEA or in the United Kingdom has been prepared and therefore offering or selling the Mortgage
Bonds or otherwise making them available to any retail investor in the EEA or in the United Kingdom
may be unlawful under the PRIIPs Regulation.

Notice to Prospective Investors in the United Kingdom

The communication of this prospectus supplement, the accompanying prospectus, any related free
writing prospectus and any other document or materials relating to the issue of the Mortgage Bonds
offered hereby is not being made, and such documents and/or materials have not been approved, by an
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authorized person for the purposes of section 21 of the United Kingdom’s Financial Services and
Markets Act 2000, as amended (the “FSMA”). Accordingly, such documents and/or materials are not
being distributed to, and must not be passed on to, the general public in the United Kingdom. The
communication of such documents and/or materials as a financial promotion is only being made to
those persons in the United Kingdom who have professional experience in matters relating to
investments and who fall within the definition of investment professionals (as defined in Article 19(5)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the
“Financial Promotion Order”)), or who fall within Article 49(2)(a) to (d) of the Financial Promotion
Order, or who are any other persons to whom it may otherwise lawfully be made under the Financial
Promotion Order (all such persons together being referred to as “relevant persons”). In the United
Kingdom, the Mortgage Bonds offered hereby are only available to, and any investment or investment
activity to which this prospectus supplement, the accompanying prospectus and any related free writing
prospectus relates will be engaged in only with, relevant persons. Any person in the United Kingdom
that is not a relevant person should not act or rely on this prospectus supplement, the accompanying
prospectus or any related free writing prospectus or any of its contents.
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PROSPECTUS SUPPLEMENT SUMMARY

The following summary is qualified in its entirety by, and should be read together with, the more
detailed information that is included elsewhere in this prospectus supplement and the accompanying
prospectus, as well as the information that is incorporated or deemed to be incorporated by reference in this
prospectus supplement and the accompanying prospectus. See “Where You Can Find More Information” in
this prospectus supplement for information about how you can obtain the information that is incorporated
or deemed to be incorporated by reference in this prospectus supplement and the accompanying prospectus.
Investing in the Mortgage Bonds involves risks. See “Risk Factors” in this prospectus supplement.

Duke Energy Ohio, Inc.

Duke Energy Ohio, Inc. is an Ohio corporation and is an indirect wholly-owned subsidiary of Duke
Energy Corporation (“Duke Energy”). Duke Energy Ohio is a regulated public utility primarily
engaged in the transmission and distribution of electricity in portions of Ohio and Kentucky, 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 Ohio 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 our wholly owned subsidiary, Duke Energy Kentucky, Inc. (“Duke
Energy Kentucky”). As of December 31, 2019, Duke Energy Ohio’s service area covers approximately
3,000 square miles and supplies electric service to approximately 870,000 residential, commercial and
industrial customers and provides transmission and distribution services for natural gas to
approximately 542,000 customers. As of December 31, 2019, our asset portfolio included approximately
1,076 megawatts of owned generation capacity, 19,400 miles of distribution lines and 1,746 miles of
transmission lines.

Our principal executive offices are located at 139 East Fourth Street, Cincinnati, Ohio 45202. Our
telephone number is (704) 382-3853.

The foregoing information about Duke Energy Ohio is only a general summary and is not
intended to be comprehensive. For additional information about Duke Energy Ohio, you should refer
to the information described under the caption “Where You Can Find More Information” in this
prospectus supplement.
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Maturity Date

Interest Rate

Further Issnance

The Offering

Duke Energy Ohio, Inc.

We are offering $400,000,000 aggregate principal amount of
the Mortgage Bonds.

The Mortgage Bonds will mature on June 1, 2030.

The per annum interest rate on the Mortgage Bonds will be
2.125%.

Interest on the Mortgage Bonds will be payable semi-annually
in arrears on June 1 and December 1 of each year, beginning
on December 1, 2020.

The Mortgage Bonds are a new series of Securities (as defined
herein) and will rank pari passu with all Securities now or
subsequently issued and outstanding under the Mortgage (as
defined herein). At March 31, 2020, we had outstanding
approximately $1.45 billion in aggregate principal amount of
Securities, which will rank equally with the Mortgage Bonds.

Subject to the limits contained in the Mortgage that are
described in the accompanying prospectus under “Description
of First Mortgage Bonds—Issuance of Additional First
Mortgage Bonds,” we may from time to time, without the
consent of existing holders of a series of Securities, reopen
such series of Securities (including the Mortgage Bonds) and
issue additional Securities of such series under the Mortgage
in addition to the Securities of such series previously issued.
We may issue Securities having the same ranking, interest rate,
maturity and other terms as the Mortgage Bonds being
offered hereby (except for the issue date, the issue price and,
if applicable, the first interest payment date and initial interest
accrual date); provided, however, that such additional
Securities must be fungible with such Mortgage Bonds for
U.S. federal income tax purposes, and any such additional
Securities, together with such Mortgage Bonds, will be taken
to constitute the same series of Securities under the Mortgage.
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Basis for Issuance of the Mortgage
Bonds......................

Collateral .. ....................

Optional Redemption . ...........

The Mortgage Bonds will be issued on the basis of Retired
Securities (as defined in the Mortgage and in the
accompanying prospectus under “Description of First
Mortgage Bonds—Issuance of Additional First Mortgage
Bonds”). As of March 31, 2020, we could issue under the
terms of the Mortgage, (i) on the basis of Retired Securities,
up to approximately $500 million of additional Securities
(approximately $100 million after giving effect to the
Mortgage Bonds offered hereby) and (ii) on the basis of
Property Additions (as defined in the Mortgage and in the
accompanying prospectus under “Description of First
Mortgage Bonds—Issuance of Additional First Mortgage
Bonds”), up to approximately $608 million of additional
Securities. However, the actual amount of additional
Securities, if any, that we may issue under the Mortgage will
vary from time to time due to numerous factors.

The Mortgage Bonds will be secured by a first mortgage lien,
subject only to permitted liens, on substantially all of our
tangible electric and natural gas transmission, storage and
distribution utility property located in Ohio, together with our
recorded easements and rights of way, franchises, licenses,
permits, grants, immunities, privileges and rights that are used
or useful in the operation of such property, other than
Excepted Property (as defined in the accompanying prospectus
under “Description of First Mortgage Bonds—Lien of the
Mortgage™).

At any time before March 1, 2030 (which is the date that is
three months prior to the maturity date of the Mortgage
Bonds (the “Par Call Date”)), the Mortgage Bonds will be
redeemable in whole or in part, at our option at any time, at a
redemption price equal to the greater of (i) 100% of the
principal amount of the Mortgage Bonds being redeemed and
(ii) the sum of the present values of the remaining scheduled
payments of principal and interest on the Mortgage Bonds
being redeemed that would be due if the Mortgage Bonds
matured on the Par Call Date (exclusive of interest accrued to
the date of redemption) discounted to the redemption date on
a semi-annual basis (assuming a 360-day year consisting of
twelve 30-day months) at the Treasury Rate (as defined
herein) plus 25 basis points, plus, in each case, accrued and
unpaid interest on the principal amount of the Mortgage
Bonds being redeemed to, but excluding, the date of
redemption.




No Sinking Fund

Use of Proceeds

Book-Entry

Mortgage Trustee

At any time on or after the Par Call Date, the Mortgage
Bonds will be redeemable in whole or in part, at our option at
any time, at a redemption price equal to 100% of the
principal amount of the Mortgage Bonds being redeemed plus
accrued and unpaid interest on the principal amount of the
Mortgage Bonds being redeemed to, but excluding, the date of
redemption.

There will not be any sinking fund for the Mortgage Bonds.

The net proceeds from the sale of the Mortgage Bonds, after
deducting the underwriting discount and related offering
expenses and giving effect to the underwriters’ payment to us,
will be approximately $397.4 million. We intend to use the net
proceeds from the sale of the Mortgage Bonds to pay down a
portion of our outstanding intercompany short-term debt
under our money-pool borrowing arrangement with Duke
Energy Corporation and for general corporate purposes. At
May 1, 2020, we had approximately $316.2 million of
outstanding short-term money-pool borrowings at an annual
interest rate of 0.97%.

The Mortgage Bonds will be represented by one or more
global securities registered in the name of and deposited with
or on behalf of The Depository Trust Company (“DTC”) or
its nominee. Beneficial interests in the Mortgage Bonds will be
represented through book-entry accounts of financial
institutions acting on behalf of beneficial owners as direct and
indirect participants in DTC. Investors may elect to hold
interests in the global securities through either DTC in the
United States or Clearstream Banking, S.A. (“Clearstream”)
or Euroclear Bank SA/NV, as operator of the Euroclear
System (the “Euroclear System”) in Europe if they are
participants in those systems, or indirectly through
organizations that are participants in those systems. This
means that you will not receive a certificate for your Mortgage
Bonds and Mortgage Bonds will not be registered in your
name except under certain limited circumstances described
under the caption “Book-Entry System—Certificated Mortgage
Bonds.”

The Bank of New York Mellon Trust Company, N.A.
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RISK FACTORS

You should carefully consider the risk factors, including those related to the COVID-19 pandemic,
in our Annual Report on Form 10-K for the year ended December 31, 2019 and our Quarterly Report
on Form 10-Q for the quarterly period ended March 31, 2020, each of which has been filed with the
Securities and Exchange Commission (the “SEC”) and is incorporated by reference in this prospectus
supplement and the accompanying prospectus, as well as all of the other information included or
incorporated by reference in this prospectus supplement and the accompanying prospectus, before
making an investment decision.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This prospectus supplement, the accompanying prospectus and the information incorporated by
reference herein and therein, include forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended and Section 21E of the Securities Exchange Act of 1934, as
amended. Forward-looking statements are based on management’s beliefs and assumptions and can
often be identified by terms and phrases that include “anticipate,” “believe,” “intend,” “estimate,”
“expect,” “continue,” “should,” “could,” “may,” “plan,” “project,” “predict,” “will,” “potential,”
“forecast,” “target,” “guidance,” “outlook” or other similar terminology. Various factors may cause
actual results to be materially 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:

* The impact of the COVID-19 pandemic;

* State and federal legislative and regulatory initiatives, including costs of compliance with existing
and future environmental requirements, including those related to 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 related to coal ash remediation, including amounts for required closure
of certain ash impoundments, are uncertain and difficult to estimate;

* The ability to recover eligible costs, including amounts associated with coal ash impoundment
retirement obligations and costs related to significant weather events, and to earn an adequate
return on investment through rate case proceedings and the regulatory process;

* Costs and effects of legal and administrative proceedings, settlements, investigations and claims;

* Industrial, commercial and residential growth or decline in our service territories or customer
bases resulting from sustained downturns of the economy and the economic health of our service
territories or variations in customer usage patterns, including energy efficiency efforts and use of
alternative energy sources, such as self-generation and distributed generation technologies;

* 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 private solar and
battery storage, in our service territories could result in customers leaving the electric
distribution system, excess generation resources as well as stranded costs;

* Advancements in technology;
* Additional competition in electric and natural gas markets and continued industry consolidation;

* The influence of weather and other natural phenomena on our operations, including the
economic, operational and other effects of severe storms, hurricanes, droughts, earthquakes and
tornadoes, including extreme weather associated with climate change;
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* The ability to successfully operate electric generating facilities and deliver electricity to
customers including direct or indirect effects to us resulting from an incident that affects the
United States electric grid or generating resources;

* The ability to obtain the necessary permits and approvals and to complete necessary or desirable
pipeline expansion or infrastructure projects in our natural gas business;

* Operational interruptions to our natural gas distribution and transmission activities;
* The availability of adequate interstate pipeline transportation capacity and natural gas supply;

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

* The timing and extent of changes in commodity prices and interest rates and the ability to
recover such costs through the regulatory process, where appropriate, and their impact on
liquidity positions and the value of underlying assets;

* The results of financing efforts, including the ability to obtain financing on favorable terms,
which can be affected by various factors, including credit ratings, interest rate fluctuations,
compliance with debt covenants and conditions and general market and economic conditions;

* Our credit ratings may be different from what is expected;

* Declines in the market prices of equity and fixed-income securities and resultant cash funding
requirements for defined benefit pension plans and other post-retirement benefit plans;

* Construction and development risks associated with the completion of our capital investment
projects, including risks related to financing, obtaining and complying with terms of permits,
meeting construction budgets and schedules, and satisfying operating and environmental
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;

* The ability to obtain adequate insurance at acceptable costs;

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

* The effect of accounting pronouncements issued periodically by accounting standard-setting
bodies;

* The impact of new United States tax legislation to our financial condition, results of operations
or cash flows and our credit ratings;

* The impacts from potential impairments of goodwill; and
* The ability to implement our business strategy, including enhancing existing technology systems.

Additional risks and uncertainties are identified and discussed in our reports filed with the SEC
and are available at the SEC’s website. In light of these risks, uncertainties and assumptions, the events
described in the forward-looking statements included or incorporated by reference in this prospectus
supplement and the accompanying prospectus might not occur or might occur to a different extent or
at a different time than described. Forward-looking statements speak only as of the date they are made
and we expressly disclaim an obligation to publicly update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise.

S-8



USE OF PROCEEDS

The net proceeds from the sale of the Mortgage Bonds, after deducting the underwriting discount
and related offering expenses and giving effect to the underwriters’ payment to us, will be
approximately $397.4 million. We intend to use the net proceeds from the sale of the Mortgage Bonds
to pay down a portion of our outstanding intercompany short-term debt under our money-pool
borrowing arrangement with Duke Energy Corporation and for general corporate purposes. At May 1,
2020, we had approximately $316.2 million of outstanding short-term money-pool borrowings at an
annual interest rate of 0.97%.
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DESCRIPTION OF THE MORTGAGE BONDS

We will issue the Mortgage Bonds as a new series of First Morigage Bonds under our First Mortgage,
dated as of August 1, 1936 (the “Original Mortgage”), between us and The Bank of New York Mellon Trust
Company, NA., as trustee (which was amended and restated in its entirety by a Fortieth Supplemental
Indenture, dated as of March 23, 2009), as further supplemented from time to time, including by the Forty-
seventh Supplemental Indenture, to be dated as of May 21, 2020 relating to the Mortgage Bonds (the
“Forty-seventh Supplemental Indenture”). The Original Morigage, as so amended, restated and
supplemented, is herein called the “Mortgage” and the First Morigage Bonds, 2.125% Series, Due June 1,
2030 are called the “Mortgage Bonds” in this prospectus supplement. The trustee under the Mortgage is
called the “Morigage Trustee” in this prospectus supplement. The term “Securities” refers to all securities
from time to time issued under the Mortgage, including the Mortgage Bonds.

The following description of the Mortgage Bonds is only a summary and is not intended to be
comprehensive. Please read the following information concerning the Mortigage Bonds in conjunction with
the statements under “Description of First Mortgage Bonds” in the accompanying prospectus, which the
following information supplements and, in the event of any inconsistencies, supersedes. Capitalized terms not
defined in this prospectus supplement are used as defined in the Mortgage or as otherwise provided in the
accompanying prospectus.

General

The Mortgage Bonds will be issued as a new series of Securities under the Mortgage. The
Mortgage Bonds will be issued in an aggregate principal amount of $400,000,000 and will mature on
June 1, 2030. If the maturity date for the Mortgage Bonds falls on a day that is not a Business Day, the
payment due on the maturity date will be made on the next succeeding Business Day, without any
interest or other payment in respect of such delay. In this prospectus supplement, “Business Day”
means any day, other than a Saturday or Sunday, that is not a day on which banking institutions or
trust companies in New York, New York or Cincinnati, Ohio are generally authorized or required by
law, regulation or executive order to remain closed.

The amount of Securities that we may issue under the Mortgage is unlimited, subject to the
provisions stated below under “—Basis for Issuance of Additional Securities” and described in the
accompanying prospectus under “Description of First Mortgage Bonds—Issuance of Additional First
Mortgage Bonds.”

Subject to the limits contained in the Mortgage that are described in the accompanying prospectus
under “Description of First Mortgage Bonds—Issuance of Additional First Mortgage Bonds,” we may
from time to time, without the consent of existing holders of a series of Securities, reopen such series
of Securities (including the Mortgage Bonds) and issue additional Securities of such series under the
Mortgage in addition to the Securities of such series previously issued. We may issue Securities having
the same ranking, interest rate, maturity and other terms as the Mortgage Bonds being offered hereby
(except for the issue date, the issue price and, if applicable, the first interest payment date and initial
interest accrual date); provided, however, that such additional Securities must be fungible with such
Mortgage Bonds for U.S. federal income tax purposes, and any such additional Securities, together with
such Mortgage Bonds, will be taken to constitute the same series of Securities under the Mortgage.

Form, Denomination, Transfers and Exchanges

We will issue the Mortgage Bonds only in fully registered form without coupons and there will be
no service charge for any transfers or exchanges of the Mortgage Bonds. We may, however, require
payment to cover any tax or other governmental charge payable in connection with any transfer or
exchange. If any of the Mortgage Bonds are not global securities held by DTC or its nominee, transfers
and exchanges of the Mortgage Bonds may be made at The Bank of New York Mellon Trust Company,
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N.A,, 240 Greenwich Street, New York, New York 10286, or at any other office maintained by us for
such purpose. We may, upon prompt written notice to the Mortgage Trustee and the holders of the
Mortgage Bonds, designate one or more additional places, or change the place or places previously
designated, for registration of transfer and exchange of the Mortgage Bonds.

The Mortgage Bonds will be issuable in denominations of $2,000 and integral multiples of $1,000
in excess thereof. The Mortgage Bonds will be exchangeable for an equivalent principal amount of
Securities of other authorized denominations of the same series.

Interest

Interest on the Mortgage Bonds will accrue at the rate of 2.125% per annum from May 21, 2020
or from the most recent interest payment date to which interest has been paid or provided for. We will
make interest payments on the Mortgage Bonds semi-annually in arrears on June 1 and December 1 of
each year, beginning on December 1, 2020 to the person in whose name such Mortgage Bond is
registered at the close of business on the record date for the applicable interest payment date, which
will be the close of business on (i) the business day immediately preceding such interest payment date
so long as all of the Mortgage Bonds remain in book-entry only form or (ii) the fifteenth calendar day
preceding the respective interest payment date (whether or not a Business Day) if any of the Mortgage
Bonds do not remain in book-entry only form; provided, however, that so long as the Mortgage Bonds
are registered in the name of DTC or its nominee, the record date for interest payable on any interest
payment date shall be the close of business on the Business Day immediately preceding such interest
payment date. In the event that any interest payment date for the Mortgage Bonds should fall on a day
that is not a Business Day, then the interest payment shall be made on the next succeeding Business
Day, and no interest on such payment shall accrue for the period from and after such interest payment
date. Interest on the Mortgage Bonds will be computed on the basis of a 360-day year consisting of
twelve 30-day months.

Payments and Paying Agents

Payments of principal of, and any premium and interest on, the Mortgage Bonds will be made at
our office or agency in Cincinnati, Ohio, or, at the option of the registered owner of Mortgage Bonds,
at the office or agency of Duke Energy Ohio in the Borough of Manhattan, The City of New York,
except that interest on the Mortgage Bonds may be paid, at our option, by check mailed to the address
of the person entitled to the interest payment. We may change the place of payment on the Mortgage
Bonds, appoint one or more additional paying agents (including us) and remove any paying agent, all at
our discretion.

For information relating to payments on book-entry Mortgage Bonds, please see the information
provided under the caption “Book-Entry System—Book-Entry Format” in this prospectus supplement.

Optional Redemption

At any time before March 1, 2030 (which is the date that is three months prior to the maturity
date of the Mortgage Bonds (the “Par Call Date”)), the Mortgage Bonds will be redeemable in whole
or in part, at our option at any time, at a redemption price equal to the greater of (i) 100% of the
principal amount of the Mortgage Bonds being redeemed and (i) the sum of the present values of the
remaining scheduled payments of principal and interest on the Mortgage Bonds being redeemed that
would be due if the Mortgage Bonds matured on the Par Call Date (exclusive of interest accrued to the
date of redemption), discounted to the redemption date on a semi-annual basis (assuming a 360-day
year consisting of twelve 30-day months) at the Treasury Rate plus 25 basis points, plus, in each case,
accrued and unpaid interest on the principal amount of the Mortgage Bonds being redeemed to, but
excluding, the date of redemption.
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At any time on or after the Par Call Date, the Mortgage Bonds will be redeemable in whole or in
part, at our option at any time, at a redemption price equal to 100% of the principal amount of the
Mortgage Bonds being redeemed plus accrued and unpaid interest on the principal amount of the
Mortgage Bonds being redeemed to, but excluding, the date of redemption.

For the avoidance of doubt, interest that is due and payable on an interest payment date falling on
or prior to a redemption date will be payable on such interest payment date in accordance with the
Mortgage Bonds and the Mortgage.

For purposes of the redemption provisions of the Mortgage Bonds, the following terms have the
following meanings:

“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation
Agent as having an actual or interpolated maturity comparable to the remaining term of the Mortgage
Bonds to be redeemed (assuming, for this purpose, that the Mortgage Bonds matured on the Par Call
Date), that would be utilized, at the time of selection and in accordance with customary financial
practice, in pricing new issues of corporate debt securities of a comparable maturity to the remaining
term of the Mortgage Bonds.

“Comparable Treasury Price” means, with respect to any redemption date, (A) the average of the
Reference Treasury Dealer Quotations for such redemption date, after excluding the highest and lowest
of such Reference Treasury Dealer Quotations, or (B) if the Quotation Agent obtains fewer than four
of such Reference Treasury Dealer Quotations, the average of all such Reference Treasury Dealer
Quotations.

“Quotation Agent” means one of the Reference Treasury Dealers appointed by us.

“Reference Treasury Dealer” means each of (i) Citigroup Global Markets Inc. and Credit Suisse
Securities (USA) LLC, each of which is a primary U.S. Government securities dealer in the United
States (a “Primary Treasury Dealer”) and (ii) a Primary Treasury Dealer selected by PNC Capital
Markets LLC, plus two other financial institutions appointed by us at the time of any redemption, or
their respective affiliates or successors; provided, however, that if any of the foregoing or their affiliates
or successors shall cease to be a Primary Treasury Dealer, we shall substitute therefor another Primary
Treasury Dealer.

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and
any redemption date, the average, as determined by the Quotation Agent, of the bid and asked prices
for the Comparable Treasury Issue (expressed in each case as a percentage of its principal amount)
quoted in writing to the Quotation Agent by such Reference Treasury Dealer at 5:00 p.m., New York
City time, on the third Business Day preceding such redemption date.

“Treasury Rate” means, with respect to any redemption date, the rate per annum equal to the
semi-annual equivalent yield to maturity or interpolated maturity (on a day count basis) of the
Comparable Treasury Issue, assuming a price for the Comparable Treasury Issue (expressed as a
percentage of its principal amount) equal to the Comparable Treasury Price for such redemption date.

Redemption Procedures

We will provide not less than 10 nor more than 60 days’ notice mailed or transmitted by or at our
request to each registered holder of the Mortgage Bonds to be redeemed, which, as long as the
Mortgage Bonds are held in the book-entry only system referred to below, will be DTC, its nominee or
a successor depositary or a nominee thereof. If less than all of the Mortgage Bonds are to be
redeemed, the Mortgage Bonds, if they are in global form, will be redeemed in accordance with the
procedures of DTC, and if they are in the form of definitive certificates, the Mortgage Trustee will
select the Mortgage Bonds to be redeemed, using a method of random selection as it may deem fair
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and appropriate. In the event that any redemption date is not a Business Day, we will pay the
redemption price on the next Business Day without any interest or other payment due to the delay.

Unless we default in the payment of the redemption price and accrued interest, if any, in the case
of an unconditional notice of redemption, the Mortgage Bonds will cease to bear interest on the
redemption date. We will pay the redemption price upon surrender of any Mortgage Bond for
redemption. If only part of a Mortgage Bond is redeemed, the Mortgage Trustee will deliver to the
holder of the Mortgage Bond a new Mortgage Bond for the remaining portion without charge.

We may make any redemption at our option conditional upon the receipt by the paying agent, on
or prior to the date fixed for redemption, of money sufficient to pay the redemption price and accrued
interest, if any. If the paying agent has not received the money by the date fixed for redemption, we
will not be required to redeem the Mortgage Bonds.

Basis for Issuance of Additional Securities

The Mortgage Bonds will be issued on the basis of Retired Securities (as defined in the Mortgage
and in the accompanying prospectus under “Description of First Mortgage Bonds—Issuance of
Additional First Mortgage Bonds™). As of March 31, 2020, we could issue under the terms of the
Mortgage, (i) on the basis of Retired Securities, up to approximately $500 million of additional
Securities (approximately $100 million after giving effect to the Mortgage Bonds offered hereby) and
(ii) on the basis of Property Additions (as defined in the Mortgage and in the accompanying prospectus
under “Description of First Mortgage Bonds—Issuance of Additional First Mortgage Bonds™), up to
approximately $608 million of additional Securities. However, the actual amount of additional
Securities, if any, that we may issue under the Mortgage will vary from time to time due to numerous
factors.

Sinking Fund
The Mortgage Bonds will not be entitled to the benefit of any sinking fund.

S-13



CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS FOR NON-U.S. HOLDERS

The following discussion summarizes certain U.S. federal income tax considerations relevant to the
acquisition, ownership and disposition of the Mortgage Bonds, and does not purport to be a complete
analysis of all potential U.S. federal income tax considerations. This discussion only applies to
Mortgage Bonds that are held as capital assets, within the meaning of section 1221 of the Internal
Revenue Code of 1986, as amended (the “Code”), and that are purchased in the initial offering at the
initial offering price by Non-U.S. Holders (as defined below).

This summary is based on the Code, administrative pronouncements, judicial decisions and
regulations of the Treasury Department, changes to any of which subsequent to the date of this
prospectus supplement may affect the tax consequences described herein. This discussion does not
describe all of the U.S. federal income tax considerations that may be relevant to Non-U.S. Holders in
light of their particular circumstances or to Non-U.S. Holders subject to special rules, such as certain
financial institutions, tax-exempt organizations, insurance companies, traders or dealers in securities or
commodities, persons holding Mortgage Bonds as part of a hedge or other integrated transaction,
accrual method taxpayers subject to special tax accounting rules as a result of their use of certain
financial statements under Section 451(b) of the Code, or certain former citizens or residents of the
United States. This discussion does not address any U.S. federal income tax consequences for U.S.
taxpayers who purchase Mortgage Bonds. Persons considering the purchase of Mortgage Bonds are
urged to consult their tax advisors with regard to the application of the U.S. federal income tax laws to
their particular situations as well as any tax consequences arising under the laws of any state, local or
foreign taxing jurisdiction. Furthermore, this discussion does not describe the effect of U.S. federal
estate and gift tax laws or the effect of any applicable foreign, state or local laws.

We have not and will not seek any rulings or opinions from the Internal Revenue Service (the
“IRS”) with respect to the matters discussed below. There can be no assurance that the IRS will not
take a different position concerning the tax consequences of the acquisition, ownership or disposition of
the Mortgage Bonds or that any such position would not be sustained.

Prospective investors should consult their own tax advisors with regard to the application of the
U.S. federal income tax considerations discussed below to their particular situations as well as the
application of any state, local, foreign or other tax laws, including gift and estate tax laws.

For purposes of this summary, a “Non-U.S. Holder” means a beneficial owner of a Mortgage
Bond that, for U.S. federal income tax purposes, is neither a partnership (including an entity or
arrangement treated as a partnership for U.S. federal income tax purposes) nor (i) an individual that is
a citizen or resident of the United States; (ii) a corporation or other entity treated as a corporation for
U.S. federal income tax purposes that is created or organized under the laws of the United States, any
state thereof or the District of Columbia; (iii) an estate the income of which is subject to U.S. federal
income taxation regardless of its source; or (iv) a trust if (A) a court within the United States is able to
exercise primary supervision over its administration and one or more United States persons (as defined
in the Code) have the authority to control all substantial decisions of such trust, or (B) the trust has
made an election under the applicable Treasury regulations to be treated as a United States person.

If a partnership, or other entity or arrangement treated as a partnership for U.S. federal income
tax purposes, holds Mortgage Bonds, the tax treatment of a partner in such a partnership will generally
depend upon the status of the partner and the activities of the partnership. Partners in a partnership
holding Mortgage Bonds should consult their tax advisor as to the particular U.S. federal income tax
considerations relevant to the acquisition, ownership and disposition of the Mortgage Bonds applicable
to them.
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Interest

It is anticipated, and this discussion assumes, that the Mortgage Bonds will not be issued with
more than a de minimis amount of original issue discount. Except if interest on the Mortgage Bonds is
effectively connected with the conduct by a Non-U.S. Holder of a trade or business within the United
States, and subject to the discussions below under “Foreign Account Tax Compliance Act” and
“Information Reporting and Backup Withholding,” a Non-U.S. Holder generally will not be subject to
U.S. federal income or withholding tax on payments of interest on the Mortgage Bonds provided that
such Non-U.S. Holder (A) does not directly or indirectly, actually or constructively, own 10% or more
of the total combined voting power of all classes of our stock entitled to vote, (B) is not a controlled
foreign corporation that is related to us directly or constructively through stock ownership, (C) is not a
bank receiving such interest on an extension of credit made pursuant to a loan agreement entered into
in the ordinary course of its trade or business, and (D) satisfies certain certification requirements. Such
certification requirements will be met if (x) the Non-U.S. Holder provides its name and address, and
certifies on an IRS Form W-8BEN or IRS Form W-8BEN-E (or a substantially similar form), under
penalties of perjury, that it is not a United States person or (y) a securities clearing organization or
certain other financial institutions holding the Mortgage Bonds on behalf of the Non-U.S. Holder
certifies on IRS Form W-8IMY, under penalties of perjury, that such certification has been received by
it and furnishes us or our paying agent with a copy thereof. In addition, we or our paying agent must
not have actual knowledge or reason to know that the beneficial owner of the Mortgage Bonds is a
United States person.

If interest on the Mortgage Bonds is not effectively connected with the conduct by the Non-U.S.
Holder of a trade or business within the United States, but such Non-U.S. Holder does not satisfy the
other requirements outlined in the preceding paragraph, interest on the Mortgage Bonds generally will
be subject to U.S. withholding tax at a 30% rate (or a lower applicable treaty rate).

If interest on the Mortgage Bonds is effectively connected with the conduct by a Non-U.S. Holder
of a trade or business within the United States, and, if certain tax treaties apply, is attributable to a
permanent establishment or fixed base within the United States, the Non-U.S. Holder generally will be
subject to U.S. federal income tax on a net income basis at the rate applicable to United States persons
generally (and, with respect to corporate holders, may also be subject to a 30% branch profits tax or a
lower applicable treaty branch profits tax rate). If interest on the Mortgage Bonds is effectively
connected with the conduct by a Non-U.S. Holder of a trade or business within the United States, such
interest payments will not be subject to U.S. withholding tax so long as the Non-U.S. Holder provides
us or our paying agent with the appropriate documentation (generally an IRS Form W-8ECI).

Sale or Other Taxable Disposition of the Mortgage Bonds

Subject to the discussion below under “Information Reporting and Backup Withholding,” a
Non-U.S. Holder generally will not be subject to U.S. federal withholding tax with respect to gain, if
any, recognized on the sale or other taxable disposition of the Mortgage Bonds. A Non-U.S. Holder
will also generally not be subject to U.S. federal income tax with respect to such gain, unless (i) the
gain is effectively connected with the conduct by such Non-U.S. Holder of a trade or business within
the United States, and, if certain tax treaties apply, is attributable to a permanent establishment or
fixed base within the United States, or (ii) in the case of a Non-U.S. Holder that is a nonresident alien
individual, such Non-U.S. Holder is present in the United States for 183 or more days in the taxable
year of the disposition and certain other conditions are satisfied. In the case described in (i) above,
gain or loss recognized on the disposition of such Mortgage Bonds generally will be subject to U.S.
federal income taxation in the same manner as if such gain or loss were recognized by a United States
person, and, in the case of a Non-U.S. Holder that is a foreign corporation, may also be subject to the
branch profits tax at a rate of 30% (or a lower applicable treaty branch profits tax rate). In the case
described in (ii) above, the Non-U.S. Holder will be subject to a 30% tax (or a lower applicable treaty
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rate) on any capital gain recognized on the disposition of the Mortgage Bonds (after being offset by
certain U.S. source capital losses).

Information Reporting and Backup Withholding

Information returns will be filed annually with the IRS in connection with payments we make on
the Mortgage Bonds. Copies of these information return